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The Saudi Investment Bank

The Saudi Investment Bank is a Saudi Arabian Joint stock company established by Royal
Decree no. M/31 dated June 23, 1976 with its headquarters in Riyadh. The Bank began
operations in April 1977, and currently has a network of 48 branches located throughout
the Kingdom. The Bank's shareholders' include:
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The Saudi nvestment Banl

Saudi Shareholders

®  General Organization for Social Insurance 21.50%
®  Public Pension Agency 17.30%
®  Saudi Oger Ltd 8.50%
®  National Commercial Bank 7.30%
®  Other Saudi Shareholders 35.40%
90.00%
Non-Saudi Shareholders
®  J.P. Morgan International Finance Limited 7.50%
®  Mizuho Corporate Bank Limited 2.50%
10.00%

The Theme

The Saudi Investment Bank has
become a leader on many fronts
including technology platforms,
products, services and quality. We
are on a journey into the future and
we have achieved several milestones
and we continue to deliver.

The Saudi Investment Bank operates through its three regional offices and its retail branch network in Saudi Arabia,
providing conventional and shariah compliant banking services and products to individuals, small and medium size
enterprises, corporates, and public sector entities, including:

Current and deposit accounts
Remittances

Letters of credit

Trade finance

Bridging finance

SIDF co-finance

Personal banking

Advisory services

Short and medium - term lending
Hedging Solutions

(FX, commodities and rates)

Treasury services

Cash management
Letters of guarantee
Loan syndications
Fiduciary placements

E - Banking Services
Foreign exchange
Money market

Local and international
shareholding

The Saudi Investment Bank, through its wholly-owned subsidiary, offers brokerage services in the Saudi and international
markets, as well as offering asset management products. Through its Associate companies, the Saudi Investment Bank
also provides insurance, leasing, mortgage, and credit card related products and services in Saudi Arabia.




King Abdullah bin Abdul Aziz Al-Saud
Custodian of the Two Holy Mosques

Prince Salman Bin Abdulaziz Al Saud

Crown Prince and Minister of Defence of Saudi Arabia
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Central Region

@ Head Office & Main Branch
P.0. Box 3533, Riyadh 11481 KSA
Tel: 011 477 8433 Fax: 011 479 3285
Treasury

Tel: 011 476 1580/011 479 2851

Fax: 011 476 1976

SWIFT: SIBCSARI

@ Woroud Branch aflbll

Tel: 011 205 2887 Fax: 011 205 4890
@ Takhassussi Branch A0l

Tel: 011 281 7122 Fax: 011 281 7131

@ Suwaidi Branch Al
Tel: 011 267 6016 Fax: 011 425 0849

@ Malaz Branch A/l
Tel: 011 477 1860 Fax: 011 291 7657

& shifa Branch afloll
Tel: 011 298 4500 Fax: 011 298 3254

@ Rawabi Branch afloll
Tel: 011 492 1685 Fax: 011 208 0978

@ Badiah Branch Aflbl
Tel: 011 418 2652 Fax: 011 418 1539

@ Rawdah Branch aflbll
Tel: 011 208 4670 Fax: 011 208 4636

@ Nuzha Branch /i)l
Tel: 011 453 2345 Fax: 011 454 1708

@ Rayyan Branch dflull
Tel: 011 208 7580 Fax: 011 493 2504

@ Ghurnatah Branch il
Tel: 011 249 4511 Fax: 011 249 4630

@ Ghadeer Branch bl
Tel: 011 275 9172 Fax: 011 275 3628

@ King Fahad Branch aflblll

Tel: 011 229 1602 Fax: 011 229 1572
@ Khurais Road Branch aflo)\
Tel: 011 239 0077 Fax: 011 230 8740
@ Naseem Branch dfloll

Tel: 011 235 9888 Fax: 011 235 9703
@ Al-Rahmaniah Branch /o0l
Tel: 011 483 3048 Fax: 011 483 4678
& Al-Wadi Branch afloll

Tel: 011 274 2020 Fax: 011 210 7242
& Al-Knharj Branch i)l

Tel: 011 544 4033 Fax: 011 544 4865
@ Al-Ageeq Branch aflbll

Tel: 011 489 5708 Fax: 011 489 5716
Al-Qaseem Region

@ Buraidah Branch Aflull
Tel: 016 327 1777 Fax: 016 369 8752

@ Onizah Branch AL\
Tel: 016 363 5757 Fax: 016 362 4747

@ Hail Branch /bl
Tel: 016 538 3200 Fax: 016 533 2186
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Western Region

@ Western Regional and Jeddah Branch
P.0. Box 5577, Jeddah 21432 KSA
Tel: 012 653 1010 Fax: 012 653 2333

@ Al-Jamea District Branch - Jeddah afloll
Tel: 012 632 0536 Fax: 012 632 6835

& Malik Road Branch - Jeddah /Il

Tel: 012 607 8500 Fax: 012 659 5944

@ Pr. Majeed St. Branch — Jeddah afloll
Tel: 012 675 8666 Fax: 012 674 9603

& Al-safa Branch - Jeddah afloll

Tel: 012 628 4747 Fax: 012 679 3824

¢ Al-Bawadi Branch - Jeddah afloll
Tel: 012 256 7441 Fax: 012 256 7128

@ Pr.Sultan Branch - Jeddah aflull
Tel: 012 236 4455 Fax: 012 236 4450

<J> Makkah Branch L0l

Tel: 012 544 7755 Fax: 012 560 7315
@ Aziziyah Branch - Makkah aflol\
Tel: 012 559 4477 Fax: 012 527 2213
@ Taif Branch bl

Tel: 012 742 9288 Fax: 012 742 9566
@ Madina Branch - Medina Aflbll
Tel: 014 848 5511 Fax: 014 848 6548
@ Khamis Branch - Khamis il
Tel: 017 237 7770 Fax: 017 220 8514
<& Abha Branch - Abha dfloll

Tel: 017 225 5889 Fax: 017 225 7300

@ Najran Branch - Najran afloll
Tel: 017 529 1414 Fax: 017 529 2514

@ Jazan Branch - Jazan
Tel: 017 323 5812 Fax: 017 323 5823

@ Tabuk Branch - Tabuk A/l
Tel: 014 428 0055 Fax: 014 422 2895

Eastern Region

@ Eastern Regional and Al-Khobar Branch
P.0. Box 1581, Al-Khobar 31952 KSA
Tel: 013 882 7999 Fax: 013 8822803

Qurtoba Branch - Al-Khobar /b0l
Tel: 013 847 8800 Fax: 013 859 2976
@ Dammam Branch Al
Tel: 013 834 2020 Fax: 013 834 9111
@ Al-Rayan Branch - Dammam a0l
Tel: 013 842 3811 Fax: 013 841 6021
@ Uhud Branch - Dammam Al
Tel: 013 818 3838 Fax: 013 822 6972

@ Qatif Branch Aol
Tel: 013 863 8999 Fax: 013 863 1276

& Jubail Branch
Tel: 013 346 9666 Fax: 013 347 6374

@ Al-Ahsa Branch Aol
Tel: 013 582 4999 Fax: 013 582 6999

@ Hofuf Branch bl
Tel: 013 589 3232 Fax: 013 589 2975

Ladies Sections

@ Main Branch (Ladies) Section allolt
Tel: 011 477 8433 Fax: 011 874 3071

@ Malaz (Ladies) Section A/l
Tel: 011 478 4570 Fax: 011 476 3385

@ Al-Rahmaniah (Ladies) Section Afloll
Tel: 011 483 3958 Fax: 011 480 8766

@ Al-Wadi (Ladies) Section /o)l
Tel: 011 274 2020 Fax: 011 210 7063

@ Onizah Branch (Ladies) Section allo
Tel: 016 361 7744 Fax: 016 365 5192

@ Taif (Ladies) Section allol
Tel: 012 742 9288 Fax: 012 742 7587

@ Al-Safa - Jeddah (Ladies) Section Al
Tel: 012 628 4747 Fax: 012 271 0046

& Aziziyah - Makkah (Ladies) Section aflolll
Tel: 012 559 3863 Fax: 012 559 4581

@ Madina Branch - Medina (Ladies) Section allol
Tel: 014 848 7038 Fax: 014 848 7265

@ Khamis Branch - Khamis (Ladies) Section ol
Tel: 017 237 7770 Fax: 017 220 1681

@ Qurtoba - Dammam (Ladies) Section Afloll
Tel: 013 859 3515 Fax: 013 859 1606



Abdullah S. Jum'ah
Chairman of the Board

Abdulaziz A. Al-Khamis
Vice Chairman of the Board

Abdul Rahman Al-Rawaf
Board Member

Dr. Abdulaziz Alnowaiser
Board Member

Dr. Abdulraouf M. Manaa
Board Member

Dr. Fouad Al-Saleh
Board Member

Mishari I. Al-Mishari
Board Member

Mr. Saleh Al-Athel
Board Member

Former President and CEO of Saudi Aramco.
Has been a Board Member of many companies
including Halliburton. Bachelors Degree in
Political Science from the American University
of Beirut.

Director General Financial Investments, Public
Pension Agency. Held numerous positions

with the Saudi Arabian Monetary Agency

prior to assuming his current position in July
2006. Currently a board member of several
companies. Bachelor in Economics degree from
Northeastern University, Boston, Massachusetts.

Manager of the Investment Portfolios
Department at the General Organization for
Social Insurance. Has been a board member of
many banks and other companies. Bachelors
Degree in Business Administration from Arkansas
State University and MPA from the University of
Southern California.

Board member of several public companies and
governing authorities, and he also worked as

an Assistant Professor of Physics at King Saud
University. He holds a BS degree in Mathematics
and Physics from the University of California,
and an MS and PhD in Physics from Duke
University.

Managing Director of SAVOLA Group. Former
CEO of several major companies (such as
SAVOLA Group, EMAAR Economic City).
Bachelors Degree in Mechanical Engineering
from King Fahad University of Petroleum and
Minerals, Masters Degree from the University
of California at Berkley, and a PhD from the
University of Washington at Seattle.

Occupied numerous positions in the government
until his retirement as a Colonel in the Ministry
of Defense. He is currently a partner in
numerous construction related companies. He
holds a BS in Mechanical Engineering from

St. Martin College, and an MS and PhD in
Construction Engineering from the University of
Washington.

Former CEO and Board Member of Bank Al-
Jazira. Has extensive banking experience and
currently a Board Member of many companies.
Bachelors Degree in Business Administration
from the University of Oregon.

Progressed through various executive positions
within the Saudi Industrial Development Fund
until he reached the position of the Assistant
Director General. He is a Board member of
several companies. He holds a BA in Philosophy
and Sociology from Damascus University, and a
Higher Diploma in Management from Hartford
University.
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| am pleased to present in my first year as Chairman, the 2013 results for The Saudi Investment Bank.

The year marked a major milestone for the Bank. Net Income increased by 41% to SR 1,287 million and
Total Assets increased by 36% to SR 80.5 billion. These achievements represent the culmination of the
current Five Year Strategic Plan, which was launched in 20009.

During the course of the past five years the Bank worked diligently to implement best practice industry
standards throughout the organization. At the same time we studied how to best deploy our resources
to the most attractive and sustainable growth opportunities, while focusing on our vision to become the
financial partner of choice to clients.

The Bank was successful in meeting all the challenges and goals of the most recent Strategic Plan.
Thanks to the efforts of the entire staff and management team, the Bank has made a tremendous leap
forward during the past four years. In particular, management has succeeded in developing a culture
that fosters ownership, collaboration, customer focus, and operational excellence. These successes are
clearly demonstrated by the Bank's performance, details of which are provided in the financial sections
to follow.

Looking forward, the Bank plans to review and update the Strategic Plan goals and targets during 2014.
We are optimistic that this review will enable the Bank to continue taking further strides to become a
recognized leader in the Saudi market, while at the same time promoting and assisting the economic
initiatives of the Saudi government.

The Bank also remains fully committed to attracting, developing, and retaining Saudi nationals, including
females, as the core of the Bank's workforce.

As a result of the Bank's strong performance in 2013, the Board of Directors recommended to the General
Assembly a bonus share distribution of one bonus share for each eleven shares outstanding. This will
increase the Bank's share capital to SR 6.0 billion and will assist in supporting future growth of the Bank's
activities. In addition, the Board recommended to the General Assembly a net cash dividend distribution
of SR 0.80 per share.

| would like to take this opportunity to express my gratitude to our former Chairman, Dr. Abdulaziz
O'Hali, and to my fellow Board members. On behalf of the entire Board of Directors, | also wish to express
our appreciation to the Ministry of Finance, the Saudi Arabian Monetary Agency, and the Capital Market
Authority. Their continued support has provided the foundations for the Bank's success.

Abdallah Salih Al Jum'ah

Chairman
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The Board of Directors of the Saudi Investment
Bank ("Bank") is pleased to present its annual
report of the Bank's activities as of and for the
year ended December 31, 2013.

OVERVIEW

The Bank is a Saudi Arabian joint stock company
formed pursuant to a Royal Decree M/31
issued in 1976. The Bank operates forty-eight
branches including eleven ladies sections located
throughout the Kingdom of Saudi Arabia. The
Bank's website address is www.saib.com.sa.

The Bank's major shareholders include:
e General Organization for

Social Insurance 21.5%
e Public Pension Agency 17.3%
o Saudi Oger Ltd. 8.5%
e JP Morgan Finance Ltd., 7.5%
o National Commercial Bank 7.3%

The Bank offers a wide range of conventional
and sharia-compliant products and services for
corporate clients, individuals, and commercial
businesses comprising small and medium size
enterprises through the Bank's head office and
a network of retail branches throughout the
Kingdom. The Bank also provides tailor-made
financial products and services to corporate,
government, and public sector entities through
its three regional offices located in Riyadh,
Jeddah, and Al-Khobar. The Bank, through a
wholly-owned subsidiary, also provides brokerage
services in the Saudi and international markets,
as well as in offering a wide range of asset
management products and services.

The Bank's activities are organized into three
major business segments: Retail Banking,
Corporate Banking, and Treasury. The Bank has
two wholly owned subsidiaries in Saudi Arabia:
Alistithmar for Financial Services and Brokerage
Company, and Saudi Investment Real Estate
Company. In addition, the Bank has investments
in four associate companies in Saudi Arabia; Amex
Saudi Arabia Ltd. , Saudi Orix Leasing Company,
Amlak International for Finance and Real Estate
Development Co., and Mediterranean and Gulf
Cooperative Insurance and Reinsurance Co.

The Bank has no other subsidiaries nor operates
any other businesses and activities outside of
Saudi Arabia.

The Bank is subject to all laws and regulations of
the Kingdom of Saudi Arabia and is regulated by

the Saudi Arabian Monetary Agency (“SAMA").
The Bank also follows regulations issued by the
Ministry of Commerce and the Capital Market
Authority ("CMA").

Significant highlights for the vyear included
continued improvement in core business and
financial ratios, as well asimproved service quality,
expansion of our personal financing programs
and ATM network, and further automation and
expansion of the retail banking business. As part
of our ongoing retail activities, the Bank continued
to enhance the ALASALAH Islamic Banking brand.
Under this program, the Bank operates forty-four
Shariah compliant branches within the Kingdom.
Finally, the Bank continued its extensive credit
rating review process with Standard & Poor's and
Fitch Ratings, both of which have reaffirmed the
Bank's investment grade ratings of 'A-* [ '‘A-2" and
‘A-' [ 'F2', respectively.

During 2013, the Bank received various
international awards including the Elite Award
from JP Morgan, Best Domestic Islamic Bank
Award, Best Debit Card Award, Best Islamic
Premium Bank Award, Best Branding Award, the
Excellence in Social Responsibility for the second
consecutive year, and finally the Best Commercial
Bank in Saudi Arabia. The Bank also received an
ISO certificate for both service excellence and the
Bank's Business Continuity Plan.

OPERATING RESULTS

The Bank's net income for the year ended
December 31, 2013 was SAR 1,287 million, an
increase of SAR 375 million or 41% over the 2012
net income of SAR 912 million. The increase was
primarily due to an increase in operating income,
a decrease in operating expenses, and an increase
in the Bank's share in earnings of associates.

Net special commission income, which includes
special commission income from placements,
investments, and loans, less special commission
expense from deposits and other borrowings,
increased to SAR 1,365 million in 2013 compared
to SAR 1,242 million in 2012, an increase of SAR
123 million or 10%.

Fees from banking services totaled SAR 394
million in 2013, compared with SAR 315 million
in 2012, an increase of SAR 79 million or 25%.
This increase was primarily due to the Bank's
continuing focus on developing new business.

Operating expenses before impairment charges
for credit losses and non-trading investments
were SAR 762 million in 2013 compared to SAR



632 million in 2012, primarily due to expanded retail operation costs. The level of operating expenses
in 2013 resulted in a net efficiency ratio of 36.36% compared to 35.68% in 2012. The net efficiency
ratio, defined as operating expenses before impairment charges, divided by total income excluding non-
recurring income, is a key indicator of how resources are controlled and managed.

Operating profit was SR 1,416 million in 2013, compared to SR 1,236 million in 2012, an increase of SR
180 million, or 15%.

Impairment charges on non-trading investments were SR 24 million in 2013 compared to SAR 69
million in 2012, while the provision for credit losses was SAR 105 million in 2013 compared to SAR 255
million in 2012. The 2013 charges reflect the Bank's continued conservative policy of maintaining loss
reserves at levels consistent with the size of the portfolio and able to absorb likely loss scenarios, while
improving asset quality.

The Bank's return on average assets increased to 1.84% in 2013 compared to 1.64% in 2012. The Bank's
return on average equity also increased to 13.11% in 2013 compared to 10.17% in 2012.

The net income of the Bank's primary business segments for the years ended December 31, 2013 and
2012 is summarized as follows:

SAR 000
Summary of Income
Retail Banking 268,537 252,470
Corporate Banking 349,990 310,324
Treasury 635,149 338,708
Asset Management and Brokerage 33,158 10,535
Net Income 1,286,834 912,037

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
Total assets as of December 31,2013 were SAR 80.5 billion compared to SAR 59.1 billion as of December
31,2012, an increase of SAR 21.4 billion or 36%.

Investments increased by SAR 6.8 billion, or 62%, to SAR 17.7 billion as of December 31, 2013.
Investments classified as investment grade represent 82% of the Bank's investment portfolio as of
December 31, 2013.

Net loans and advances increased by SAR 13.5 billion, or 40%, to SAR 47.6 billion as of December 31,
2013. The Bank's non-performing loans and advances decreased to SAR 395 million as of December
31, 2013 compared to SAR 450 million as of December 31, 2012. The percentage of non-performing
loans and advances to total loans and advances decreased to 0.82% as of December 31, 2013 compared
to 1.29% in 2012. The allowance for credit losses as of December 31, 2013 totaling SAR 704 million
represents 178% of non-performing loans.

Customer deposits increased by SAR 16.6 billion, or 41%, to SAR 57 billion as of December 31, 2013.
Demand deposits increased by SAR 3.8 billion, or 40%, while special commission bearing deposits
increased by SAR 12.8 billion, or 41%.

On May 30, 2011, the Bank entered into a five-year medium term loan facility agreement for an amount
of SAR 1.0 billion for general corporate purposes. The facility has been fully utilized and is repayable
in May 2016. On June 24, 2012, the Bank entered into a second five-year medium term loan facility
agreement for an amount of SAR 1.0 billion for general corporate purposes. The facility has been fully
utilized and is repayable in September 2017. The term loans bear commission at variable rates. The
Bank has an option to effect early repayment of the term loans subject to the terms and conditions of

Board of Directors’ Report

i| ANNUAL REPORT 2013



Board of Directors’ Report

ANNUAL REPORT 2013

[
!

Board of Directors’ Report

the related agreements. The agreements above include covenants which require maintenance of certain
financial ratios and other requirements, with which the Bank is in compliance as of December 31, 2013.

TOTAL EQUITY AND CAPITAL ADEQUACY

As of December 31, 2013, the total equity of the Bank increased to SAR 10.3 billion compared to SR 9.4
billion as of December 31, 2012. The total number of shares outstanding is 550 million. The ratio of total
equity to total assets as of December 31, 2013 was 12.7%, compared to 15.9% as of December 31, 2012.
The Bank's leverage increased to 7.85 on December 31, 2013 compared to 6.30 as of December 31, 2012.

During 2013, the Bank distributed dividends equal to SAR 0.70 per share, or SAR 385 million, plus zakat
amounting to SAR 0.06 per share, or SAR 31.6 million. In addition, the Board of Directors proposed a
cash dividend of SAR 440 million equal to 0.80 per share, net of Zakat to be withheld from the Saudi
shareholders totalling SAR 37.5 million. The Board of Directors has also proposed a bonus share issue
of 50,000,000 shares with a par value of SAR 10 per share, or one bonus share for each eleven shares
outstanding. The proposed cash dividend and bonus share issue will be presented for approval in an
ordinary general assembly meeting expected to convene in 2014.

Capital adequacy and regulatory capital are closely monitored by the Bank's management. SAMA also
requires the Bank to hold a minimum level of regulatory capital and maintain a ratio of total regulatory
capital to risk-weighted assets at or above the minimum requirement of 8%.

The Bank monitors the adequacy of its capital using ratios established by SAMA. These ratios measure
capital adequacy by comparing the Bank's eligible capital with its consolidated statement of financial
position assets, commitments, and notional amounts of derivatives, at a weighted amount to reflect
their relative risk.

As of December 31, 2013, the Bank's Tier | plus Tier Il capital adequacy ratio was 15.12% compared to
17.62% as of December 31, 2012.

(SR in millions)

2013 2012 2011 2010 2009
FIVE-YEAR FINANCIAL HIGHLIGHTS
Total income (1) 2,178 1,868 1,709 1,844 1,633
Total expense (2) 762 632 628 570 556
Operating profit 1,416 1,236 1,081 1,274 1,077
Impairment charges 129 324 373 845 555
Net income 1,287 912 708 429 522
Loans and advances, net 47,567 34,051 27,114 31,002 29,785
Investments, net 17,696 10,912 8,893 8,060 10,737
Investments in associates 1,071 966 895 865 817
Total assets 80,495 59,067 51,946 51,491 50,148
Customer deposits 57,044 40,414 36,770 37,215 38,247
Total equity 10,253 9,379 8,657 8,141 7,428
Return on average equity % 13.11 10.17 8.48 5.51 7.43
Return on average assets % 1.84 1.64 1.37 0.84 1.01
Capital adequacy % 15.12 17.62 19.12 17.29 14.48
Equity to total assets % 12.74 15.88 16.48 15.81 14.81

(1) Total income includes total operating income plus share in earnings of associates.
(2)  Total expense includes total operating expenses less impairment charges, and amounts
attributable to non controlling interests.



GEOGRAPHICAL DISTRIBUTION OF REVENUES
The Bank's total operating income is entirely generated from its operations in the Kingdom of Saudi
Arabia and is summarized below in SAR '000.

SR' 000
Central Region Western Region Eastern Region Total
2013 1,650,349 260,352 105,963 2,016,665
2012 1,415,480 224,589 81,533 1,721,602

RISK MANAGEMENT

The complexity of today's financial sector, including business operations and diversity of geographical
locations, requires identification, measurement, aggregation, effective management of risks, and the
efficient allocation of capital to derive an optimal risk and return ratio. The Bank manages its risks
in a structured, systematic, and transparent manner through a broad risk policy that incorporates
comprehensive risk management into the organizational structure, and the risk measurement and
monitoring processes.

The key features of the Bank's comprehensive risk management policy include:

o The Board of Directors provides overall risk management direction and oversight;
e Risk management is an intrinsic process and is a core competency of all employees;

e The Bank manages its credit, market, liquidity, and operational risks in a coordinated manner within
the organization; and

o The Bank's risk management function is independent of the Bank's business units.

In addition to the above, the Bank's internal audit function reports to the Audit Committee of the Board
of Directors and provides an independent validation of business and support units' compliance with risk
policies and procedures and the adequacy and effectiveness of the risk management framework on a
bank-wide basis.

The following provides a description of the significant risks including the methods on how the Bank
manages these risks.

Credit Risk

The Bank manages its exposure to credit risk, which is the risk that one party to a financial instrument
will not be able to discharge its obligation, which in turn can lead to a financial loss to the Bank. The
exposure to credit risk arises primarily from the risks associated with loans and advances, and the
investment portfolio. Credit risk is also present in off-balance sheet financial instruments, such as
commitments to extend credit.

The Bank assesses the probability of default of counterparties using internal rating tools. The Bank also
uses the external ratings of major rating agencies, where available.

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

a) Commission rate risk
Commission rate risk arises from the possibility that changes in commission rates will affect
either the fair values or the future cash flows of financial instruments. The Board of Directors
has established commission rate gap limits for stipulated periods. The Bank also routinely
monitors its positions and uses hedging strategies to ensure maintenance of positions within
established gap limits.

b) Currency risk
Currency risk is the risk of fluctuations in prevailing foreign currency exchange rates on its
financial position and cash flows. The Board of Directors sets limits on the level of exposure by
currency and in total for both overnight and intra-day positions, which are routinely monitored.
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¢) Equity price risk

Equity price risk is the risk of a decrease in fair values of equities in the Bank's investment
portfolio as a result of possible changes in levels of equity indices and the value of individual
shares. The Board of Directors sets limits on the level of exposure to each industry, and overall
portfolio limit, which are independently monitored.

Liquidity Risk

Liquidity risk is the risk that the Bank will be unable to meet its net funding requirements. Liquidity risk

can be caused by market disruptions or credit downgrades, which may cause certain sources of funding

to dry up unexpectedly.

The Bank's management routinely monitors the maturity profile of its assets and liabilities to ensure
that adequate liquidity is maintained. The Bank's liquidity positions are also monitored on a daily basis
and reqular liquidity stress testing is conducted under a variety of scenarios covering both normal and
more severe market conditions. All liquidity policies and procedures are subject to review and approval
by the Bank's Asset and Liability Management Committee. Daily reports also monitor the liquidity
position of the Bank in accordance with the requirements of SAMA.

Operational Risk
Operational Risk is defined as the risk of loss resulting from inadequate or failed internal processes,
people and systems, or from external events.

The Bank's Operational Risk Management Framework provides a bank-wide definition of operational risk
and lays down the principles as to how the operational risks are to be identified, assessed, monitored, and
controlled. The continuous assessment of operational risks and their controls in all business and support
units of the Bank are monitored through Risk and Control Self-Assessment (RCSA) exercises, close
monitoring of agreed action plans as a result of the RCSA exercises, and establishing an Operational Risk
Appetite Matrix for the Bank as a whole. This includes monitoring the operational risk losses actually
incurred on an ongoing basis and taking corrective actions to eliminate or minimize such losses in the
future. The key components of this framework are comprehensively documented in the Bank's policies,
procedures, and controls.

BUSINESS CONTINUITY PLAN

The Bank recognizes the importance of planning for Business Continuity and continued to make
progress in this area in 2013. An effective Business Continuity Plan (“BCP") will facilitate the Bank in
mitigating a serious disruptive crisis in a controlled, timely, and structured manner. It also helps the
Bank to effectively manage any disruption in its operations and to recover as quickly and effectively as
possible from an unforeseen disaster or emergency that may interrupt normal business operations in
full or in part.

During 2013, the Bank further strengthened the testing of its Business Continuity Plan and procedures.
Detailed tests were done on two separate occasions and several other tests were done during the year.
The tests were successful and provide confidence that the Bank will be able to handle a crisis, should it
occur. The Bank will continue testing its process for business continuity at least twice a year.

In recognition of its BCP efforts, the Bank received the ISO 22301 certification in 2012 for its Business
Continuity Management Process including its Retail Banking, Corporate and Treasury processes. The
Bank completed the re-certification process in October 2013. It is worth noting that the Bank was one
of the first organizations in the world to receive this certification. The ISO certification is a recognition
of the fact that, should a contingency happen, the Bank has structured processes to deal with the
contingency in a timely and effective manner.

INFORMATION TECHNOLOGY TRANSFORMATION STRATEGY

In order to meet the strong demands of business growth, the Bank has put in place an ambitious
five year IT transformation strategy. The strategy, which has been approved by the Bank's Board of
Directors, focuses on supporting the Bank's retail and corporate growth, in addition to building strong
linkages between the Bank's other business units.



The strategy is supported by comprehensive project charters, standardized project execution, and
project governance. Status tracking and monitoring is also controlled by a central project management
function. In addition, an IT Governance structure has been implemented and oversight is controlled by
an IT steering committee comprised of senior management.

During 2013, several projects were launched to support the growth of the Bank and enhance customer
services. These include the reader of the National Identity card, which allows the Bank to identify
customers and helps reduce manual errors and identity fraud. Also launched was an ATM cash deposit
service, which allows customers to deposit their money 24 hours a day. The Bank also launched an
e-payroll service, which enables companies to pay the salaries of their employees electronically. This
service, which is also been linked with the Ministry of Labor's Wage Protection System, enables customers
to issue a certificate of payment of salaries. The Bank also launched the “easy pay" cards, which allows
customers to pay salaries to their laborers electronically through the card and enables them to receive
and transfer their salaries without the need to open an account. The Bank was the first Bank to provide
this service, which is fully compliant with SAMA rules.

BUSINESS SEGMENTS

The Bank is managed on a line-of-business basis. Transactions between business segments are conducted
on normal commercial terms and conditions through the use of funds transfer pricing and allocation
methodologies. A detailed summary of the business segment results for 2013 and 2012 is presented in
Note 27 to the consolidated financial statements.

The Bank has three significant business segments, each of which is described below.

Retail Banking

Retail Banking offers a wide range of conventional and Sharia-compliant retail services for individuals
and commercial businesses comprising small and medium size enterprises through the Head Office and
a network of branches throughout Saudi Arabia. Services include current accounts, savings and time
deposit accounts, and local and international share brokerage activities. The Bank also offers a full range
of Islamic products through its Shariah-compliant branches, including Islamic Murabaha. The Bank also
has a large network of ATM's that covers all regions of Saudi Arabia.

Corporate Banking

Corporate Banking focuses on providing tailor-made financial products and efficient customer services
to corporate, government and public sector entities. It operates from three regional headquarters based
in Riyadh, Jeddah and Al-Khobar to offer innovative financial solutions to it's customers. The services
and products offered include project finance, working capital finance, trade finance and services,
import and export documentary credit, standby letters of credit, letters of guarantee, bill discounting,
documentary and clean collections, and other trade related products, including conventional and
Shariah-compliant products.

Treasury

Treasury is responsible for foreign exchange trading, funding and liquidity management, as well as the
Bank's investment securities portfolio and derivative products. It also manages the Bank's asset-liability
structure and interest rate risk, and provides guidance for balance sheet volume and pricing parameters.

BRANCH NETWORK

As of December 31, 2013, the Bank's total network included forty-eight branches. Included in this
figure are eleven Ladies sections. The Bank added 35 ATM locations during 2013 and currently operates
a network of 391 ATMs throughout Saudi Arabia. The Bank also added 1,438 point of sale terminals,
bringing the total number of terminals to 1,991.

ALASALAH ISLAMIC BANKING

The Bank provides Sharia-compliant products and services under the ALASALAH Islamic Banking brand.
These products have been given special attention to ensure their compliance with Sharia Law and their
suitability to the local market in recognition of the increasing demand for Islamic products and services,
and the significance of Islamic Banking as a strategic direction for banks operating in the Kingdom and
the region. The Bank now operates forty-four Sharia compliant branches.
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STRATEGIC PARTNERSHIPS
The Bank has three subsidiaries registered in Saudi Arabia as follows:

o Alistithmar for Financial Securities and Brokerage Company, which offers brokerage and other
services in the Kingdom of Saudi Arabia. The Bank owns 100% of the SAR 250 million in capital,
and the Company does not have any debt instruments issued.

e The Saudi Investment Real Estate Company. The Bank owns 100% of the SAR 500 thousand in
capital, and the Company does not have any debt instruments issued.

e  SAIB BNP Paribas Asset Management Company with a capital of SAR 50 million, 55% owned by
the Bank with the remaining 45% owned by Saudi and Foreign shareholders (in liquidation - see
paragraph below for further details).

On September 25, 2011, The Capital Market Authority (“CMA") approved a request submitted by
Alistithmar for Financial Services and Brokerage Company (“Alistithmar”) to acquire the net assets of
SAIB BNP Paribas Asset Management Company (“AMCO"). The CMA also approved Alistithmar's request
to amend Alistithmar's business profile to include all licensed activities, including Dealing, Managing,
Arranging, Advising, and Custody. The Business Transfer Agreement between Alistithmar and the AMCO
shareholders was completed in December 2011. AMCO is currently in the process of legal liquidation.

In addition to the above, the Bank has investments in four associate companies in Saudi Arabia as
follows:

e Amex Saudi Arabia Ltd. - ("ASAL"), a limited liability company with Amex (Middle East), Bahrain.
The total capital is SAR 10 million. ASAL is incorporated in Saudi Arabia and the Bank holds a
500 interest. The principal activities of ASAL are to issue credit cards and offer other American
Express products in Saudi Arabia.

e Saudi Orix Leasing Company ("Orix"). Orix is a Saudi Arabian closed joint stock company in Saudi
Arabia. The total capital is SAR 340 million. Orix has 34 million outstanding shares and the bank
holds 12.92 million shares representing 38% of the outstanding shares. The primary business
activities of Orix include lease financing services in Saudi Arabia.

e Amlak International for Finance and Real Estate Development Co. ("Amlak"). Amlak is a Saudi
Arabian closed joint stock company in Saudi Arabia. The total capital is SAR 900 million. Amlak
has 90 million outstanding shares and the Bank holds 29 million shares representing 32% of the
outstanding shares. Amlak offers real estate finance products and services.

e Mediterranean and Gulf Cooperative Insurance and Reinsurance Co. (“Medgulf"). Medgulf is a
Saudi Arabian joint stock company. The total capital is SAR 1 billion. Medgulf has 100 million
outstanding shares and the bank holds 19 million shares representing 19% of the outstanding
shares. Medqulf offers a full range of insurance products and services to the Saudi market.

All the above companies are incorporated and doing business in Saudi Arabia.

CREDIT RATING

Credit ratings are an integral component for participation in the international financial markets. As
the global economy becomes more integrated, credit ratings are necessary not only to ensure funding
and obtain access to capital markets, but also to demonstrate a commitment to meeting a high level of
internationally recognized credit and risk management standards. During the year, the Bank continued
its program of rating reviews with Standard & Poor's Ratings Services (S&P) and Fitch Ratings.

S&P reaffirmed its 'A-' [ ‘A-2' long-term and short-term counterparty credit ratings for the Bank. S&P
defines these ratings as follows:

o Long-Term lIssuer Credit Ratings - An obligor rated ‘A-' has strong capacity to meet its
financial commitments but is somewhat more susceptible to the adverse effects of changes in
circumstances and economic conditions than obligors in higher-rated categories.



e  Short-Term Issuer Credit Ratings (less than 12 months) - An obligor rated 'A-2" has satisfactory
capacity to meet its financial commitments. However, it is somewhat more susceptible to
the adverse effects of changes in circumstances and economic conditions than obligors in the
highest rating category.

Fitch also reaffirmed the Bank's ‘A-' [ 'F2' long-term and short-term ratings. Fitch defines these ratings
as follows:

e Long-Term Issuer Default Ratings - 'A-' rating denotes a low expectation of credit risk. The
capacity for timely payment of financial commitments is considered strong. This capacity may,
nevertheless, be more vulnerable to changes in circumstances or in economic conditions than is
the case for higher ratings.

e  Short-Term Issuer Default Ratings (less than 12 months) - ‘F2' ratings indicate good credit
quality with a satisfactory capacity for timely payment of financial commitments, but the
margin of safety is not as great as in the case of the higher ratings.

The Bank's ratings are the result of our financial performance, our asset quality and capitalization
levels, supported by a conservative strategy and satisfactory liquidity profile. Our ratings take into
consideration the fact that the Bank operates in one of the strongest banking sectors and best regulated
markets both in the Middle East and among all emerging markets. The ratings also reflect the strong
sovereign credit ratings from S&P and Fitch, in addition to the strong country economic fundamentals.

These credit ratings from S&pP and Fitch are considered “Investment Grade Ratings" in the international
markets.

PROFIT DISTRIBUTION
The annual net income of the Bank will be distributed as directed by the Board of Directors in accordance
with the provisions of the Banking Control Law, as follows:

a) Withholding the necessary amounts for payment of the Zakat owed by the Saudi shareholders
and any income tax owed by the non-Saudi shareholders according to the applicable laws of the
Kingdom. The Bank will pay the required amounts to the authorities and deduct the Zakat owed by
the Saudi shareholders and any unreimbursed income tax of the non-Saudi shareholders from the
net profit due to these shareholders, respectively.

b) Allocating not less than 25 percent of the remaining net profit, after the deduction of the Zakat and
income tax as mentioned in paragraph (a) above, to the Statutory Reserve until this Reserve is equal
to at least the Paid-Up Capital.

¢) The remainder, after all allocations mentioned in paragraphs (a) and (b) above are made, shall be
used in any manner recommended by the Board of Directors and approved by the General Assembly.

In 2013, the Board of Directors proposed a cash dividend of SAR 440 million equal to 0.80 per share, net
of Zakat to be withheld from the Saudi shareholders totalling SAR 37.5 million. The Board of Directors
has also proposed a bonus share issue of 50,000,000 shares with a par value of SAR 10 per share, or
one bonus share for each eleven shares outstanding. The proposed cash dividend and bonus share issue
will be presented for approval in an ordinary general assembly meeting expected to convene in 2014.

In 2012, The Board of Directors proposed a cash dividend of SAR 385 million equal to SAR 0.70 per
share, net of Zakat to be withheld from the Saudi shareholders totalling SAR 31.6 million. The proposed
dividend was approved by the Bank's shareholders in an ordinary general assembly meeting held on
Rabi' Il 29, 1434 (corresponding to March 11, 2013). The net dividends were paid to the shareholders
thereafter.

In 2011, the Board of Directors proposed a gross cash dividend for the year amounting to SAR
324.5 million. The dividend was equal to SAR 0.50 per share (SAR 275.0 million), plus the Zakat to
be withheld from the Saudi shareholders, amounting to SAR 0.10 per share (SAR 49.5 million). The
proposed dividend was approved by the Bank's shareholders in an ordinary general assembly meeting
held on Rabi'll 25, 1433 (corresponding to March 18, 2012). The net dividends were paid to the Banks
shareholders thereafter.
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CHANGES IN THE BANK'S OWNERSHIP (BOARD OF DIRECTORS AND SENIOR EXECUTIVES)

The Board of Directors is composed of natural persons represented on the Board in their personal
capacities. Below is the list of the overall ownership of Bank's shares and debt instruments by the Board
of Directors and senior executives and their immediate relatives who have an interest in such ownership.

Directors
Beg 0 e Yea do eYe _ Pe a

. : shares inst?:rﬁznts shares inst?:nt:::nts o &

—Abdullah Jum'ah 3,666 - 3,666 - - 0
2 |Abdulrahman Al-Rawwaf 1,222 - 1,222 - - 0
3 |Dr. Albulraouf Mana'a 201,000 - 1,000 -1(200,000) (99.50)
4 |Saleh Al-Athel - - 166,707 -| 166,707 100
5 |Mishari Al-Mishari 2,444 - 2,444 - - 0
6 |Dr. Fouad Al-Saleh - - 159,998 -| 159,998 100
7 |Abdulaziz Al-Khamis 1,222 - 1,222 - - 0
8 |Dr. Abdulaziz Alnowaiser - - 1,000 - 1,000 100

Senior Executives

Beginning of the Year End of the Year Net Percentage

ne- Sl inst?t?rlr)lznts Rl inst?:nt::nts Change o C!:/:nge
1 |Musaed Al-Mineefi 1,178,730 -| 1,262,520 -| 83,790 7.11
2 |Ramzi Al-Nassar 155,392 - 186,236 -| 30,844 19.85
3 |David Johnson 30,500 - 50,000 - 19,500 63.93

REGULATORY PAYMENTS

Zakat attributable to the Saudi shareholders paid by the Bank is deducted from their share of cash
dividends. Any unreimbursed income tax payable by the non-Saudi shareholders on their share of
profits is also deducted from cash dividends.

The Bank paid SAR 18 million in Zakat on behalf of Saudi shareholders, and SAR 16.3 million of income
tax on behalf of its non-Saudi shareholders during the year ended December 31, 2013. The Bank also
paid SR 5.7 million in withholding tax on payments to non-residents made during the year ended
December 31, 2013.

The Bank has received assessments for additional Zakat, income tax, and withholding tax totaling
approximately SAR 16.7 million relating to the Bank's 2003 through 2008 Zakat, Income tax, and
withholding tax filings. The bank has filed an appeal for these assessments.

The Bank has received assessments for additional Zakat totalling approximately SAR 185 million relating
to the Bank's 2010 and 2011 Zakat filings. The assessments are primarily due to the disallowance of
certain long-term investments from the Zakat base of the Bank. The Bank, in consultation with its Zakat
advisors, has filed an appeal with the Department of Zakat and Income Tax, and is awaiting a response.
At the current time, a reasonable estimation of the ultimate additional Zakat liability, if any, cannot be
reliably determined.

The Bank paid SAR 24 million to the General Organization for Social Insurance for its employees,
including the employee share of SAR 11.1 million during the year ended December 31, 2013. The Bank
also paid approximately SAR 0.7 million for visa and other related governmental fees, and SAR 1.2
million in municipality and related fees during the year ended December 31, 2013.



REGULATORY PENALTIES AND FINES
During 2013, the Bank paid SAR 1.5 million in penalties and fines to the following regulatory agencies:

Saudi Arabian Monetary Agency 0.2
Municipalities 1.3

SAUDIZATION AND TRAINING

As a result of the Bank's continuing commitment to increase Saudization, the percentage of Saudi
nationals to total staff as of December 31, 2013 remained strong at 79%. In addition, the Bank has
increased its female staff to reach 14% of the total workforce of the Bank.

During the year ended December 31, 2013, the Bank provided a total of 574 separate training courses
that were attended by 988 Saudi employees (Average 9.85 training days per Saudi National employee
during 2013).

The Bank also conducted training courses through a combination of e-Learning and Face-to-Face
training methods for all of the Bank's staff in the areas of Anti-Money Laundering, Compliance and
Fraud. A total of 1,072 of Bank staff (88%) completed training using the blended methods available.

The Saudi Investment Bank continues to enrich its values-led philosophy by embedding this philosophy
into how it selects, assesses, recognizes, and provides training to staff, through a comprehensive Life-
Long Learning environment. With this objective in mind, the Bank has designed and implemented a
number of Programs that target young Saudi Nationals while at the same time, reqularly renewing and
reviewing the training needs of all employees. Furthermore, we have established an e- learning and e-
library portal which is accessible to all employees.

To further support this strategy, 2013 saw the launch of the Bank's Young Hire Program to ensure that
the skills of our newly hired Saudi college and university graduate colleagues are properly trained for
the ever more complex challenges they will face in banking.

The Bank also continues to deliver the Bank's Saudi Graduate and Saudi Fast Track programs. Our Saudi
Graduate Program is a twelve month program designed to attract and retain the best applicants with
targeted candidates having a strong academic background and a high GPA university degree. The Saudi
FATRA program is designed to enable eligible Saudi staff to develop their business talents and assist
them into entering the Bank's top management team of the future.

EMPLOYEE BENEFITS

Benefits payable to employees either at the end of their services or during the term of their employment
are accrued in accordance with guidelines set by the Saudi Arabian Labor Regulations and as per the
Bank's policies. The amount of provision made during the year ended December 31, 2013 in respect of
employees end of service benefits was SAR 37.7 million. The balance of the accrued benefits outstanding
is approximately SAR 106.3 million as of December 31, 2013.

The Bank also offers to its eligible employees (“Employees”) equity shares in the Bank under an Employee
Stock Grant Plan (“Plan”). Under the terms of the Plan, employees are granted shares which vest over a
four-year period. The cost of the plan is measured by the value of the shares on the date purchased by
the Bank and recognized over the period in which the service condition is fulfilled using an appropriate
valuation model, and ending on the vesting date. Employee stock option shares are recorded by the
Bank at cost and presented as a deduction from the Bank's equity as adjusted for any transaction
costs, dividends and gains or losses on sales of such shares. During 2013, the Bank vested 927,326
shares for a total cost of approximately SAR 13.4 million. The balance of the Plan as of December 31,
2013 is approximately SAR 29.4 million. For further information on this Plan, refer to Note 36 to the
consolidated financial statements.

In addition, the Bank grants to its eligible employees other types of security and savings plans that
are based on mutual contributions by the Bank and the employees. These contributions are paid to
the participating employees at the respective maturity date of each plan. The balance of the accrued
benefits outstanding for the Bank's security plan is approximately SAR 21.5 million as of December 31,
2013. The balance of the accrued benefits outstanding for the Bank's savings plan is approximately SAR
43.6 million as of December 31, 2013. The amount of provision made during the year ended December
31, 2013 for these plans was approximately SAR 10.0 million.
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RELATED PARTY CONTRACTS

Except for the information presented in Note 33 to the consolidated financial statements, there were no
other contracts with parties related to members of the Board of Directors, the Chief Executive Officer,
the Chief Financial Officer, or any of their relatives.

COMPOSITION OF THE BOARD OF DIRECTORS

The General Assembly, in its meeting of January 28, 2013 elected the Members of the Bank's Board of
Directors ("Board”) for the next three-year term which began on February 14, 2013. These changes
resulted in the departure of Dr. Abdulaziz O'Hali, and Mr. Faysal Al-Bassam, and the entrance of Dr.
Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh, and Mr. Saleh Al-Athel as new members. The Board is now
comprised of the following members:

Position Classification Membership in other fisted

Companies

Independent and

Mr. Abdullah Jum'ah Chairman . Zamil Industrial Investment
Non-Executive
Independent and National Petrochemical

Mr. Abdulaziz Al-Khamis Vice Chairman P - Saudi International

Non-Executive Petrochemical

Independent and

Mr. Abdulrahman Al-Rawwaf | Board Member -

Non-Executive

Independent and SAVOLA Group - Al-Marai

Dr. Abdulraouf Mana'a Board Member . - Herfy Food Services Co—-

Non-Executive .
Knowledge Economic City

Mr. Mishari Al-Mishari Board Member | ndependent and | Saudi Re for Cooperative
Non-Executive Reinsurance

Mr. Saleh Al- Athel Board Member Independen‘_c and Saudi Telecom Company
Non-Executive

Dr. Fouad Al Saleh Board Member IndependenF and | _
Non-Executive

Dr. Abdulaziz Alnowaiser Board Member Independent and | _

Non-Executive

The Board of Directors has the following committees:

The Executive Committee is comprised of five Board members. This committee supervises the credit
and financial policies of the Bank.

The Audit Committee is comprised of five members: two Board members and three non-Board
members. The Audit Committee's activities include supervising the Bank's Internal Audit function,
recommending the appointment of the external auditors, overseeing the Compliance Committee,
and related activities.

The Nomination and Remuneration Committee is comprised of four Board members. This committee
is responsible for recommending to the Board of Directors appointments to membership of the
Board in accordance with the approved policies and standards, reviewing on an annual basis the
requirements for the suitable skills for membership of the Board of Directors, and reviewing the
structure of the Board of Directors and recommending changes thereto. It is also responsible to
recommend to the Board the approval of the Bank's compensation policy and amendments thereto,
and other activities related to the Bank's compensation policies and guidelines.



The composition of the three Board Committees is presented below:

Executive Committee

Mr. Abdulaziz Al-Khamis,
(Chairman)

Audit Committee

Dr. Abdulraouf Mana'a,
(Chairman)

Nomination and Remuneration
Committee

Mr. Abdulrahman Al-Rawwaf,
(Chairman)

Mr. Abdulrahman Al-Rawwaf

Mr. Saleh Al- Athel

Dr. Fouad Al-Saleh

Mr.Abdullah Al-Anizi
(non-board)

Mr. Mnahi Al-Muraki
(non-board)

Mr. Saleh Al-Khulaifi
(non-board)

Dr. Fouad Al-Saleh Mr. Mishari Al-Mishari

Mr. Mishari Al-Mishari Mr. Saleh Al- Athel

Mr. Abdulaziz Alnowaiser

DIRECTORS' ATTENDANCE
Five Board of Directors meetings were held during 2013 as follows:

Date of Meeting Members Attended

Abdullah Jum'ah, Abdulrahman Al-Rawwaf, Mishari Al-Mishari, Abdulaziz

February 13,2013 Al-Khamis, Dr. Fouad Al-Saleh, Dr. Abdulaziz Alnowaiser, Saleh Al- Athel

Abdullah Jum'ah, Abdulrahman Al-Rawwaf, Mishari Al-Mishari, Abdulaziz
Al-Khamis, Dr. Fouad Al-Saleh, Dr. Abdulraouf Mana'a, Saleh Al- Athel
Abdullah  Jum'ah, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
June 2,2013 Abdulaziz Al-Khamis, Dr. Fouad Al-Saleh, Dr. Abdulraouf Mana'a, Saleh
Al- Athel, Dr. Abdulaziz Alnowaiser.

Abdullah  Jum’ah, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Abdulaziz Al-Khamis, Dr. Fouad Al-Saleh, Dr. Abdulraouf Mana'a, Saleh
Al- Athel, Dr. Abdulaziz Alnowaiser.

Abdullah  Jum'ah, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Abdulaziz Al-Khamis, Dr. Fouad Al-Saleh, Dr. Abdulraouf Mana'a, Saleh
Al- Athel, Dr. Abdulaziz Alnowaiser.

March 11, 2013

September 22, 2013

December 15, 2013

Twelve Executive Committee meetings were held during 2013 as follows:

Date of Meeting Members Attended

Board of Directors’ Report

Faysal Al-Bassam, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Abdulaziz Al-Khamis

Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Dr. Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh

Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Dr. Fouad Al-Saleh

Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,

January 14, 2013

February 26, 2013

March 11, 2013

April 23,2013 Dr. Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh
May 27, 2013 Abdulaziz AI—Khamis., Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
' Dr. Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh
Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
June 2, 2013

Dr. Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh
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Date of Meeting Members Attended

Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Dr. Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh

August 26, 2013 Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Dr. Fouad Al-Saleh

Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Dr. Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh

Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Dr. Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh

Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Dr. Fouad Al-Saleh

Abdulaziz Al-Khamis, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Dr. Abdulaziz Alnowaiser, Dr. Fouad Al-Saleh

July 23,2013

September 22, 2013

November 10, 2013

December 4, 2013

December 24, 2013

Three Nomination and Remuneration Committee meetings were held during 2013 as follows:

Date of Meeting Members Attended

Faysal Al-Bassam, Abdulrahman Al-Rawwaf, Mishari Al-Mishari,
Abdulaziz Al-Khamis

Abdulrahman Al-Rawwaf, Dr. Fouad Al-Saleh and Saleh Al- Athel,
Mishari Al-Mishari

Abdulrahman Al-Rawwaf, Dr. Fouad Al-Saleh and Saleh Al- Athel,
Mishari Al-Mishari

January 14, 2013

March 10, 2013

December 4, 2013

Five Audit Committee meetings were held during 2013 as follows:

Date of Meeting Members Attended

Abdullah Jum'ah, Dr. Abdulraouf Mana'a, Saleh Al-Khulaifi, Hussein
Al-Hakim

Dr. Abdulraouf Mana'a, Saleh Al-Khulaifi, Abdullah Al-Anizi, Mnahi Al-
Muraki, Saleh Al-Athel
Dr. Abdulraouf Mana'a, Saleh Al-Khulaifi, Abdullah Al-Anizi, Mnahi Al-
Muraki, Saleh Al-Athel
Dr. Abdulraouf Mana'a, Saleh Al-Khulaifi, Abdullah Al-Anizi, Mnahi Al-
Muraki, Saleh Al-Athel
Dr. Abdulraouf Mana'a, Saleh Al-Khulaifi, Abdullah Al-Anizi, Mnahi Al-
Muraki, Saleh Al-Athel

January 28, 2013

March 10, 2013

June 02, 2013

September 22, 2013

December 15, 2013

DIRECTORS' AND SENIOR EXECUTIVES' REMUNERATION (in SAR'000)

Six Senior Executives
who Received the Highest

Independent and

Non-Executive Board SIS

Remuneration including Members Members
the CEO and CFO
e Remuneration 13,546 2,745 -
e Allowances 5,644 404 -
e Any Other
Remuneration payable 10,608 - -
monthly or yearly




BOARD OF DIRECTORS' DECLARATION
The Board of Directors hereby declares that to the best of its knowledge and belief and in all material
respects:

e The accounting records have been properly prepared.
e Effective internal controls have been established and applied.
e There is no doubt on the going concern ability of the Bank.

AUDITORS
The Extraordinary General Assembly meeting held on March 11,2013 appointed PricewaterhouseCoopers
and Deloitte & Touche as the Bank's auditors for the financial year 2013.

CORPORATE GOVERNANCE IN THE KINGDOM OF SAUDI ARABIA

The Bank substantially complies with the corporate governance guidelines issued by SAMA on June 30,
2013, which will be effective on June 30, 2014. A detailed plan has been established by management,
and approved by the Board, to ensure full compliance with these guidlines.

The Bank also complies with the guidelines included in the Rules Governing the Companies in the
Kingdom of Saudi Arabia issued by the Capital Market Authority on 21/10/1427H corresponding to
12/11/2006G, except for the following:

Article 6 (d)

Rule Requirements

Investors who are judicial persons
and who act on behalf of others
- e.g. investment funds- shall
disclose in their annual reports
their voting policies, actual voting,
and ways of dealing with any
material conflict of interests that

Reason for non-application

The Bank has no authority over
those shareholders with corporate
capacity obliging them to disclose
their voting and investment
policies. Also those investments
are immaterial relative to the
Bank’s total equity.

may affect the practice of the
fundamental rights in relation to
their investments.

ACCOUNTING STANDARDS

The Bank follows the Accounting Standards for Financial Institutions promulgated by the Saudi Arabian
Monetary Agency (SAMA) and International Financial Reporting Standards (IFRS). The Bank also prepares
its consolidated financial statements in compliance with the Banking Control Law, the Regulations for
Companies in the Kingdom of Saudi Arabia, and the Bank's Articles of Association.

THE ANNUAL REVIEW OF THE EFFECTIVENESS OF INTERNAL CONTROL

The Bank's internal control system includes the Bank's Internal Audit, Compliance, and Risk Management
Departments. These departments cover all aspects of the internal controls followed by the Bank. This is
accomplished through proper mechanisms available to assist in achieving the desired goals of the Bank,
while not affecting the objectivity and independence of these departments. These departments operate
in accordance with the requirements and supervisory controls provided through the regular annual
work plan approved by the relevant committees, which are all under the framework of compliance
requirements issued by SAMA.

The Bank's management supports these departments and ensures the effectiveness and integrity of
internal control procedures, taking into consideration all internal and external regulations without
conflict.

As a result of this control framework, no material issues were reported.
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COMMUNITY SERVICE AND SUSTAINABILITY

The Bank continues its efforts to consistently fulfil its social responsibility through participation in
selected events, activities and programs that are specifically designed for serving its stated social
objectives. For this reason, the Bank is pleased to attend and to provide aid and assistance to all
segments of society. In order to enhance the Bank's human relations, and the belief in the importance
of volunteering, the Bank supports the culture of volunteering and encourages employees to participate
in community service as a religious and national duty. This social responsibility is clearly manifested
through the sponsorship of a large number of important events and activities throughout the Kingdom
as summarized below.

The Bank participated in the World Diabetes Day ceremony where the Bank conducted a comprehensive
awareness and sports activity for all of the Bank's employees with the presence of senior management.

The Bank also celebrated International Volunteer Day by inviting all employees to participate in the
campaign "Winter Clothes" by donating clothing which was collected in special containers dedicated
and distributed in the Bank, including its branches.

In the field of sports, the Bank encourages and is pleased to support various sporting and entertainment
events for youth. In this regard, SAIB sponsored the finals of “the Custodian of the Two Holy Mosques”
cup soccer match between the Shabab and Itihad Teams, and the finals of the crown prince cup soccer
match between the Al-Nasir and Al-Hilal Teams.

In taking up its role as social development partners towards society and the nation at large, and on
the occasion of Ramadan, Bank staff distributed food baskets to a large number of poor families. Bank
staff also organized an initiative for greeting needy families by providing them with prepaid purchasing
vouchers that were distributed to a large number of families to purchase new clothes as part of a
campaign with the slogan "Offer them a feast gift and rejoice in your own feast".

The Bank also sponsored Sanad children's village, for the benefit of children with cancer disease.

A team of dedicated volunteers was also formed under the annual plan of social responsibility, as part
the Bank's efforts to consolidate and encourage the concept of volunteer work.

The Bank is aware that its banking activities should help the sustainable development through its
constant endeavour that its activities will have an influential and direct effect that would be mutually
beneficial to the community and the environment. In marketing its products, the Bank also establishes
a link between its social duty and all of the Bank's products and services.

In 2013, The Bank was pleased to announce the release of its second annual Sustainability Report which
was compiled in accordance with the Global Reporting Initiative (GRI) resulting in an Application Level
B grade. The report outlines the Bank's many sustainability efforts and achievements surrounding social,
economic and environmental events carried out in 2012. The Bank aims to demonstrate its long term
commitment to corporate sustainability, transparency and accountability through this major milestone
in sustainable development, and further utilize this report as a benchmark for future reports to track
and improve performance. Details of this report may be found on the Bank's website under the section
entitled “Corporate Social Responsibility”.

Board



CONCLUSION

It is a pleasure, once again, for the Board of Directors to express its gratitude to the Government of
the Custodian of the Two Holy Mosques, King Abdullah Bin Abdulaziz Al-Saud, and in particular to
the Ministry of Finance and National Economy, as well as to the Saudi Arabian Monetary Agency and
the Capital Market Authority, for their continued and constructive support. The Board of Directors
would also like to thank its shareholders for their cooperation. The Board of Directors acknowledges
with appreciation the confidence of the Bank's clients and shareholders, and finally the dedication and
loyalty of the Bank's officers and staff.
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TEN-YEAR FINANCIAL HIGHLIGHTS

2013 2012 2011 2010 2009 2008 2007 2006 2005 2004

Total income 2,178 1,868 1,709 1,844 1633 1938 1,635 2556 1516 1,013
Total expense 762 632 628 570 556 428 484 454 352 296
Operating profit 1416 1,236 1,081 1,274 1,077 1510 1,151 2,103 1,164 717
Impairment Charges 129 324 373 845 555 997 329 97 100 130
Net income 1,287 912 708 429 522 513 822 2,006 1,064 587
 Summary of Balance Sheet (SAR Millons).
Loans and advances, net 47,567 34,051 27,114 31,002 29,785 29,556 23,129 20,691 19,794 13,031
Investments, net 17,696 10912 8,893 8,060 10,737 12,731 15811 11,777 11,276 8,502
Investments in Associates 1,071 966 895 865 817 719 562 - - -
Total assets 80,495 59,067 51,946 51,491 50,148 53,596 46,542 40,845 39,581 28,544
Customers' deposits 57,044 40,414 36,770 37,215 38,247 40,702 32,768 27,931 27,858 20,285
Total shareholders' equity 10,253 9,379 8,557 8,141 7,428 6,609 6,770 6,001 5307 3,509
CRAmOSGR
Return on equity 1311 10.17 8.48 5.51 7.43 7.67 1288 35.48 24.14 19.12
Return on assets 1.84 1.64 1.37 0.84 1.01 JIOK] 1.88 4.99 3.12 2.34
Capital adequacy 1512 17.62 19.12 17.29 14.48 13.71 2191 2471 2256 22.79
Equity to total assets 12.74 1588 16.48 1581 14.81 1233 1455 1469 13.41 12.3
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As of December 31, 2013 and 2012
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Consolidated Income Statement

for the years ended December 31, 2013 and 2012
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for the years ended December 31, 2013 and 2012
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Consolidated Statement of Changes in Equity
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for the years ended December 31, 2013 and 2012
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Consolidated Statement of Cash Flows

for the years ended December 31, 2013 and 2012

Cash and cash pquivalents
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for the years ended December 31, 2013 and 2012

General
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2. Basrs of preparation = confinuwed
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. Basis of pregaration - continued
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of thar fper vaiun hiorarchy as oaxpinned pbayve

{IH) Impakirmant of svallable-for-sale eguity and debt Investments

Thn Gioup neercises [wigamen] o considenng imparmaenl o the available for sale equity end dabil
imdeEsirmenis. This mnchudes dalarminalan of a sgificant of polonged dieckhe @ b e valus below
il= cosh. In mssagsng whedher d s signfcant, the daclirg o lar value = evalualed agairst the ongmal
el af 1he asset al ikl mocogntan, In assaesng whathor il 5 prolonged . o decling « @i valha is
ovahialed agains th pistod i which Bhe Biir valoe af 1he asaad has st below its ohginal cost a3
g TE'{H}l',Il'IllH.'l" in NEIH:FI-E this. |Ll'ﬂ;E|'l'IBI'-1. e Bani ayvalugies amang oihier faciors, (he poereal
salatilty in sharefdebt prce In pdddion thie Bank cansidars impalmant to be appregriaie when tbara
15 fadence al delenaoralion n the hnancaal beahh of the ineesise, industry and seclor padarmanae,

chargas M iedmalogy, end aperalioral and lineceg cash Nows
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. Basis ol progaraticn — confinued
() Classification of held to maturity investments

The Bank classifies non-dorbative financial assots with fixed or delarminable payments and foosd
maturilies as held to motwity. In makng this judgement. the Bank evaluaies iis imention and abilty
i hold such imvesimen|s 1o matity.

{w) Determination of contral over Investoes

Thi canlred ndicalors set oul I kota 3 (b are subgect 1o management judgement. The Group alsa
acts a8 Fund Manager to 8 menber of investment funds. Detarmining whalher the Group controls
such an imestmant fund usually foceses on (he assassment of tha aggregaln economic inferasts of
tha Group m B Fund (comprising any carmied mborests and expected managemant fees) and tha
imeestors’ rights io remowve the Fund Mansger, As & result, tha Group has concluded that i acts as an
agant for tha investors in all casas, and theralore has not consofidated the financial statamants of
thesa funds.

aj Golng concem

The Group's management has made an assessmant of the Group's ablity o confnue as o going
concem and = salisfied that tha Group hes the respurces b continue i business far the foreseanbla
fubure. Furthermore, management is not aware of any material uncerainties thet may cast significand
doubd upon tha Group's abiily 1o confinue as a going cohcam. Theralors, the consclidaled financial
statermants continue b e prepansd on the Joing conoam biass,

3 Summary of signilficant ascounling pelicies

Thee slgnifscant accounting policles adopied in the preparation of these consclidated financéal statements @
w0l ouf bolow, Excopl for the change in scoounting polickes as dotailed in nole 3 (a) below, he accounting
policies adepled in the preparalion of ihese consobdatesd inancial slalamants s consistent with thoss ued
in the prenvicus year,

al Change in accounting policies

The accounting policles adopled ade consislant wath those of the anmeal financial slalements. Tor The
year ended December 31, 2012, as described in the annual Nirancial siaisments for tha year andod
Decombar 31, 32, axcapl for the sdoplion of the fnllewing new standards and other amandmonts o
axisting standards manlioned balow:

= |FRS 10 Consobdaled Financisd Sialements: IFRS 10 mplaces the mequirements pressously
conained n 1A5 2T Consolidated and Separate Financial Statemenls and SIC-12 Consolidation -
Special Purpose Endilies. Thie Standard ntroduces a single condolidation model Tor all enilies
based on conirod, imespeclive of the nalure of the nvesion (.o, whalher an entity is coniroliod
through valing righls of imeastors o through ofhar contractual armangamaentis)

= [FRS 11 foinl Arrangements; IFRS 11 replacas 1AS 31 Inferests in Joind Ventures. The Standand
requires & party o o joinl arrangement (o defermine the type of joint arangement in which If s
invalaed by assessing Ba Aghils and obbgmions and hen accoun lor thass Aghls and ablgaliens in
pocordance with that type of joint arrangemant

« |FRS 12 Discloswre of interests in Other Entities: IFRS 12 requires the disclosure of informaticn thal
enables usars of fmancial statemants o evaluais the nature of, and risks. associaied with, interasts
in cibite enlifes snd the affects of thoss mterasts on ils noncial positien, financal pefarmancs, and
cash fpws.
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for the years ended December 31, 2013 and 2012

3. Summary of significant accounting policies

&

s IFRS 13 Fair Valus Maassremenls: [FRS 13 Standard meplaces the guidance on it valus
measumament i oadsting IFRS accounting leratlsie with o single siendand. The Standand defines
fair valug, provides gusdance on how 1o datermine falr value, and requires disclosures about fair
vishss magsuremants. However, IFRS 13 doas nod change the requirements reganding which ibems
shiould ba maasuned or disclossd a1 Enir valus,

=  Amendmands io IAS 1 Presanialion of Financal Sialements: The amendmanis to IAS 1 revias tha
wiay olher comprehensie mcome Bems ane presenied,

+  Amendments 1o IFRS 7 Financial Instruments - Dsclosune: The amendments o IFRS T change the
desclosuen nequiremants fo add information about all recognised finencial instruments that ane set off
in secordance with paragraph 42 of 1AS 32 and afso requires declosure of information aboul
recognised financial instumenis subjecl o anforceable mMAasiEr naEilng  ETARgamans  and
agrismients avan il they org nod sel ofl undér 145 32

= |AS 19 Emplopes Benalits - Amendmenis: The amendments to LAS 19 remowe the opion 1o deler
the recognition of actsarial gains and losses. A changes In the value of defined banefit plans will ba
recognised in income and olher compeahensha incoma.

= IAS 27 Saparale Financeal Stelements (2011); IAS 27 now only deals with the requirsments for
saparale financisl statements, which heave been cafmied over largely whamended from 1A 27-
ConsolidMed and Separale Financial Statemenis. The mequeemenis for consolidaled financal
statermants &ne now contained in IFRS 10 Consolidated Financial Statements.,

«  |AS 28 Investments in Associales and Joind Venbures (2011); The rmvisions io A5 28 result from thae
incorporation of Joint ventures into LAS 28 - (2011), bul the fundameanial approach o accounting Tor
equity acccunlad Investmanis has nol bean changed.

The [ASB has also published Anfual Impoovements lo IFRSs: (2009-2011) thal coniins
amendmaents io the following standands with consequantinl amendments o othar standands:

« |FRS T- Fosl bme sdoplion ol IFRS. Repealeg applcabon of [FHS Y and bBotowing ool
grempban

« A5 1- Presentaton of Foancinl Staferents’ Comparative  sformabon beyand  menimum
fegirremants and presamidion of he cpeneyy stiement of hnsncal position aad redabed
ol

IAS 18- Proparty. Pranl ang Equipment Class#ficalicn of sonvicing equipment
o 1A% 32~ Fmancidl mstruments Presantabon Ioems lax consegiences af dsintubon

o AR M- Imenm Finencal Reparing: Segrment psgels and linislitiss

The adoplicn of the above standards and other amendmanis dd not ha've a significant effect on tha
consolidpied financial statermants of the Groug.

Basis of consolidation

These consolidated finmncial statimants mre comprsed of the financial siateaménts of the Bank and it
subsdisias. The inancial sislements of the subskdiases are prepated for the same reporing year o=
that of tha Bank, using conssient accounling polickes. Changes are made bo the acoounling policies of
the subsidiares when necessary to align them with the accounting policies of 1he Graup,

Subsidearies are investees controlied by the Group, The Group conlrals an nvesies when i B oxposed,
of has mghts to, varable retums fom 1S irvolsamant walh tha investea and has the abdity 1o afect those
raburms through ibs power over the invesies, The finencal slaiemanis of the subsidianss are included in
the consolidaied financial siafemonts from the date the Group cbéains control of the invasies and
caases when the Group loses contral of 1he invesise
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1. Summary of significant accounting polcies - continued

€

d

A, structemd entity is an entity designod so thot Bs aclivities sno not govemed by way of voding nights. In
assessing whether the Group has powes over such invesiess in which il has an inberest, the Group
condsdars facions such as purpese and design of the mveates, its practical abilty 1o dwect the ralevant
aciivities of the invasies, tha nalure of ils relationship with the imesiee, and the size of its exposure o
ihe variability of rolums of the invesiee. The linancial slatemants of any such sinuclured enifies ane
consalidnied from the date the Group gains cantral and unlil the dabe when the Gioup canses bo canirol
the ivvasioe.

The consolidaled financial sislsments have been prepared using unffonm acoounling policies mnd
vadualion methods for like mnsacions and ofhar evenis in simiar ceomsiances.

The Group manages assats hald in invesiment entitess on behall of invesiors, The financiad stalements
of theso eniiies are nol incleded in these consalidated financial stslemonts excepl whan the Group
controls: the entify,

Matedial inter-group balances and any malefal ncome and expenses ansing from  inder-growug
iransnclions. aie aiminsted i praparing hese consolidated financial staberments,

Inwestmisnls in associnlos

imvesimants in associaies ame inTally eoognesed at cost and subsequently accounted far under tha
omquity micthod o acocounbng  Associates are enlarpases iR which the Bank generally  halds
agpraxempiely 0% o 50% of the voling powsr of over which il bas significan) silaence and whicch s
nadilfesr & BubBSidaary ned o ol veniuro

Irvpsimanis v associales orp cormed o lhe comscidmlod statemanl of fnamcind posson al cost, ples
pastrcduisilion changes @ the Banks share of the nel assots of he associnies, hess any migainrment
Shanra A aamings ol assocdates incipde the changes n the Bark's share @' e mel assals of o
ARSELIATES

Sottlement date accounting

All regular-way purchases and soles of finencial sssels are recognized and derecognized on B
seltemand dale, Le. lhe dats tha assel i delivered to the counterparty, WWhan sattlemenl dals
accouniing is applied, the Bank accounis for any change in fair value botenon the irode data and tho
settlement dals in the same way as il sccounts for (he scquired assel. Regular-way purchases or sales
are purchases or sales of inancial Assets el regure delivery of assets within the time frame generally
estahiishad by regulation or corention in tha market place.

Derivative financial instruments and hedge sccaunting

Derivative fingncial instruments, including fomign exchange conbracts, commisaian rate fulunes, forward
rabe agreaments, curency and commmission rate swaps, and cwerency Bnd commission rade opEons
{both wiitien and purchasoed] are maasuned al far value, All dotivatives are camiad at (hedir fair valeo as
asasis whishe (he e valee s pesiihve and as iabiifes whoan the fair ealue 2 negathae. Fair values ang
ocolained by referance o guoted market or reference prces, decounted cash Now models, Bnd precing
micdals as appropriaie,

Tha treatment of changes in thesr fair value depands on (heir classilicaton inlo ha follewing categones:
{1} Demvalives held lor ireding

Any changes in {he tair value of dervabives that may be held for trading purposes ane takan direclly
to the consoldated incoma statemenl and disclosed in trading incoma. Derhvativas hedd for trading

aiso include those derdvalives which do not qualify for hodge accounting including embadded
ol e
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3, Summary of significant accounting policies — continued

(i) Embedded dervatives

Diervalives embedded in olher inancal nstrements are treabed as separabe derivalives and are
repodded at fair value if their economic characiedstics and risks are not closely redated (o thoss of
the host confracd, and the host confract is not iiself held for frading or designated at fair vale
through income slalemend. The embedded derrvalves separabed from the host! are carmied al
estimated ned fair value with changes @ falr valua recognised in the conscldated income statameant.

(i) Hedge sccounting

The Group designalas cenain derivatives as hedging mstruments in qualifying hedging relationships
&5 described balow.

For the purpose of hedpe accounting, hedges are classifed into two categorsas: (a) fakr value
hadges which hedge the exposura lo changes in the fair valua of a recognised asset or Eabdity, (or
assels o Eablibes in the case of porifolio hedging), or an unfecognised firm commibment or an
identified portion of such an assat, liability or finm commitment, that is atirbulable o a pardicetar sk
and could afect the reported net gain o loss: and (B) cash flow hedges which hedge exposure 1o
variabilify in cash flows thal ane either afiributable to a paticultar risk associabed with a recognised
asgal of kabiity of o & highly probabls forecasted ransaclion that will afect the reponad nel gan of
loss.

In arder 1o qualify for hedge accounting, the hedge should be expecled to be highly effective, Le. the
changes in fair value or cash Nows of the hedging instrument should sfectively offsel carrespanding
changes in the hedged ilem, and should be rekably measurable. Al incaption of the hadge, the risk
managemend objactive and strateqy are documented including the identification of the
instrument, the relabed hedged ibem, the natune of the risk being hedged, and how the Bank

asgass the elfectivenass of the hedging rmtiu-nﬂmﬂl.tﬂqumﬂr l.l'nahaclgakmqlirad
assassed and datarmined fo ba an affective hedge on an ongeing basis

i {(a) Fair Vialua Hadgas

Whan a derivative is designaied as the hedging instrumant in a hedge of the changs in Tair vahes of
a recognized assel or habiily of a firm commilmeanl thal could alfiect the consolidaled incomea
staternent. any gain or loss from re-measuring the hedging instruments to falr value B recognised
immadiately in the consolidated income statement iogather with the change in the fair value of the
hedged item atiribulable bo the hedged risk.

For hedged ilems measued al amoised cost, where the tair value hedge of & commission beaaring
finencial nstrument ceases o mesl the criteria for hedge accounting or is sold, exarcised or
terminabed, the difference between the carmyng value of the hedged iem on termination and tha
lace value is anortsed over the rermainng tern of the onginal hedge uang the efective inlamest
rafe mathod. N the hedged Bem is derecognised, the wnamortised fair wvalue adjustment
recognised immediabely in the consolidated income stalemant.

i {b) Cash fow hadgos

When a derivalive is designated as the hedging instrument in a bedpe of a variability of cash fows
atiritutable io & paricular risk associated wilth & recognised assal or a liability or a highly probable
forecasied transaction that could affect the consolidated income slatemant, the porfion of the gain
of loss on the hedging inslrument that is delermined 1o be an effective portion & recognised direcily
in other comprahensive income and the ineffective podtion, il any, is recognised in the consolidabed
income stalement. For cash flow hedges affecting fubure transactions. the gains or losses
rcognised in othar resenmas, ame ransferred to the consolidated income stalement in the sama
period in which the hedged ransachon affects the consolidated income sialement.

Ei%
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Whata he hedged iransaciion resulls in the recognition of a non-financial assel or a non-Bnancial
liability, then ol the time such msssl of Gabiy (8 recognised, the adsccipled gains of bases thal had
previously bosn recopnised directly in othar comprehensive incoma e included in the inital
maasuaman| of the scquisiion cos! ar alher camying amouwnd of swch assel or Rabdity.

Whan the hedging instrument is expeied or old, larminmted or exercised, o no langer gualifies for
hedge mocownting, of the lransaciion = no longer eapacied o occur of the Bank revakes the
dasignation, any cumidaiive gain or loss on the coash fiow hedging nstremant ihai was recognésed in
othes comprehansive income i metained wnil he forecasied Iransaction oecurs. Whars the
transaction = no longer expacted to oocur, the nel cumulative gan or bas recognésed in
comprehansive inoome is transfermed o the consoldated income slatemsant

Foreign currencipes

Trhisactions it foregn cuttancies are ansided o Seodi Atabian Ripals o the axchinge tales
prevalkng al ransaction dates: Monetary assels and lablilies ab year-end, denominabed in foraiga
cumoncies, are ranstaled inln Sawd Araban Riyals at he owchange mies provailing o the consaldated
slatoment of financid pestion dala.  Tho lorpgn curronoy gaen ar 55 on monstasy Gems o8 tha
dflerenca Botween amardisad cost in lhe furclional currency ol tho beginneng ol Eha yone adjesled lar
iflacteie mledes? and poyrnents detng e par, and e amordssd Sost n okt carrency ransinied a1
the exchangs rata al tha and of the year AU diferences areng on non-ireding acieifies ame taken ba
athar non oparaling mcama in e consolidatod income simtoment, with tho eecoption of differorces of
loregn curency Samowings thal provide an effecive bedge agans? o el Brvastmiend m forssgn ettiy,
FI::-'EI'!;" exchane gains of lassas on fraaskalion & monetany Assels And lAGiMes denominated in
forgign curmincigs are rcoqrsed 0 e consalidatod income statoman) oxcogt lor diforencos ansog
o he felanslaticn ol avasable for sale equiy ssiremenls,. Transiiton gams o losses oh non
monelary ilems camed o fair value are mcladed as parl of ke ke value adjuslrmant adhes n e
consalidated sncoma slalement or i alher comprenansive inceme depanding on the endedyng financial
HELS L]

Mta-maraincy. S thal ace measumd in lerms of hisloncnl cost o o foteign cuttancy ane irvnmaiabad
sy 1P E:I:Ehﬂ-"'l!;rl!' rates A5 oF ihe dales af tha mlinl irpngachons HM-I"I'-:IHIE'MF}' Ao Mioasuned al
{air valum m & fomige currency am transiated using the excharga rales at tha dale when the fir valoe &
desfermin

CHtsetting financial insfrumernts

Frmancin] assats and kabdtas are oflsal and s neparied nel o b consalidntied slatemeanl of Tinescal
EEasiban when fhen 18 4 |IE'II'.|F.||-'|' e picanhila I-\.:'Irl| 10 287 al the secoqned amadnts and shen e 'Gl'l:ll.ﬂ.:
ntongs e setilo on a neft bEss, o o realize Iho assat and sabie the |h'||-'|l|-T:|' 5-|'|'|'Lu'|ﬂ|'l|3$'|.|'5|:|l

Incomne and axpeatas are nol ollsel m ihe consealed ncome srlemen] uiless regueed ar permified
1}"' any accounbng slandars or interpretalion. and as specficaty dieciosed @ he accounbng policies of
1he Group

Rrvenue ! expenso moagnitian

Bpecind commisiich intome and exporss - Specinl commiasmn oo and axpensa for all special
comimissan-baaing hnpacal meinements, s recoghised = ihe conzalidited income siglement on the
atfactve yald biss, The eflechva yeld & 178 rele (hal discounds the estimided fulure cesh paymants
and monipls theawgh the expoctod lfo of o insncal kessel o igbdity (or, wharn appoprinfe, o shorpr
pariad] [a he carfyng amounl af e inancial assel of aklily When erfculaling tha alfective starest
raig_ tha Gaoup astmales lulure cash fows corsidanng 8 conlractual eems of the Paancial inslnument
el nat Tuluire credd lossns

Ttz garmyeng amount of f finpncal assat or inpncal bakdty s adjested e Goup mseses 15 esimatos.
of fayrtans o reocepla The ndjusled caring amaund s ealcuinted based on e siging afeclive
specsal comrmistagn rate and the changs b carmang gmount & recorded as spacils Commsssioan Inoome
0 EgEInEE
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3, Summary of significant accounting pelicies = continued

il

if the recarded valua of o fnancl aesal or @ group ol simdar financind assats nas peen rmooucaed due to
an impagmanl loss. Special commisson income conbnues (o Da mcogrised wsing the onginal elfeclive
yeithd rade ppphed o he new carpng amounil

The calculatan af the electve vigid lakes nts account all coenlracteal teres al the hinancal mstamenis
{prepaymant. oplons elc ) and includes pd feas and poinds pad or mrsechon cosis, and discounts or
peemuma el aree an itiegsl poft ol the affeciol spacial commission mle Trangactan costs ane
Acramanial easls thal are dissclly atnbuatabie o bk acquesan, s9ue ar deposal al @ feancind mssel of
sablity

Exchange smooma | Loss - Exphangs moomedoss s mcognsed when sarmsdncurmes)

Fra incomis from baring aonncns Thal e sat an misgral componan! of e affoctivie okl chlculalicn
o i Tnancal gseel o hak:l iy are EE'I"-HTE“]' TE‘GHHIB&E o an Bocrudl e when the algled semice 5
peoviced. Potlalin and athor matagesment adwisary and sendce lees aee ressgnosd bosed on T
i-ﬂl'.“":—ﬂ-blE' sanece  corracis HE-'.IE'I',’ on A fime-propEytonaie Dass Fees recaved on @ssat
!'r'IIH'Hp'EI'I"-Ef'Il. EI.I!-II:-\'.'E_"' gpiviees and olhie by garecay Ml gee drovied dvar an eslented penod al
fimin, rnagnired oene o ponod whan b sarvica is boing proweded  WWhan o Inan commilmant is
nal epEcied o resul moikhe degs-down al a woan, kzan commgment fees gre H:"'Bﬂﬂﬂl!&ﬂ ona ‘EllTBlgrll.-
e biss owed thir commilmenl petsod,  Oihet focs and commasion axpense meliio maly b
ransaction ang service faes. ond are recinised Bs SXpEnsas 86 e saricas Ve recened

Dinvidang mcoms - Daddand incedne (& recoghised when the nghl fo recens paymei i eslabishen

Ma IrBding INCome - Resulls gridehd from irading ecimes ikchede all guns and losses from changes in
Tair walusr i fololod soecinl commsson moomd of exponss and divicenos o ool asse1s ind
financial linhilties hald for trading and fomign axchangn difermncas This includns any nalfechveress
recorded 1 Redging iransaciions

Repurchasa agreemaonts and revorse repurchass agroomants

Undesrheng assefn sokl with a simullamaos commimenl 0 regurchase w0 specilisd fuluee dals
|II-J|.'I'I.H'I11'IEH-EI E'E.I'l'.'I'EI'I‘IEIIEll corires b3 b 11'1":&}9[11.'."&15 i e consalidated sthtaqnant of hinoncial posian
anid pre megsured in acoordance wilh saloled socoanbing polices {or myestments hold s avoilabie Tar
sipht The coumnlar-party linhility for amaurts recrved under Ihese agorments s ncluded o Do 0
tanks and othes financnl Matdubend” ar “Custamer depasts” as appropnale. The difeence biteeen
1hi sale and repurchase phce 1§ reated as special COMMISSOn arpenss arid aocrded awar the e al 1hs
repurchasa agreemant an an elffocie peil basis

Underiymg  assals purchased wilh o comespongmg cammement 1o rosel a7 o specfied fuojue das
|tevarse repaschanse -EQTGEI'E'IEI"I‘IH are nal II".‘C.EF,;HI'S-IEL‘I M The consctdaled statement ol linancial posiban,
a5 tha Bank doos nol solain conbol gwr the urdarlyng assets. Amounts pald undor thesa agrocmonts
e mcluded m "Gash ard balanoes with SAMA" The dilfereror befeeeen the purchase and nesale price
5 braaled as specal commissan income and eecrued o [he e of ha reveise repss I:I-l'._'ll'EEr'I'l-Er'Il. of] AN
affectwe ywald bass,

Inwestrmenls

Al irresiman sacuriliss B indiesy recordad 0l fair value, includiog any incermanlal deeesed rnsactan
cosl. Framiums are amorized onhd discounts ame socreled usng the eflechwe weld Cass ond are tken
10 spuscind commisasan incomis

For securiles baded in orgamzed finoncind marhetn, for valoe is delemmined by ralarenoe o exchinnge
fpuniesd markel Bd prices at [he cioss af besmess on he censoldaled stalement ol lTmancial posben
data. Fair valua of managed assals and invesiments. in mutuad Tunds ae determined oy maferenoe o
daciarnd ol assed values
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For securibes whers thars = no gueted markel pooe a masonable astEmate ol he B omiue s
deliarmired Df relerancd lo fha curranl marked wiiue ol prother insliumen sfch @ ELM'!II:"IIHIHE Thet
wamie. of is based on tha expecied cash lows of the secunty, Whare the (air volues caniol be detved
Iroem actier matkels or referemcn pices, they ame delermiped ysng a variety of vafurlion iechrgques
Achac 1 wga ol mathamobsnl modeds, The ngudl B thaga madest & lakan Irom oheanable markers
wharg possibip b sehars (has 15 ot fepsaie, 0 pogrios o Jusgeminnt b5 regaiired o eslabisning fair
PR

Follavang taal tecogitan, subGedguent ansfiss betword the vanous casses ol idsedlmen e
parmiasmle only f cenan condDons are mat. The subseguan] pericd-end epotag values lar edoh
class of iregstment arp gotarmianed on tha basis a5 sal cut m ihe following paragraphs

(i Awvailable for sale

dvnintln far sala meesimonis pme thoss aqudy aed dobt aecorilies miandad 0 Bbe beld foronn
usspeciled peried af lime, wfich may be sold A response Bo needs Tor gquidsy of changes o spacial
COMMISE0n Taies, i':l‘:hu'll'lgﬂ ralas OF Squily prices Such nvesiments ane Non-Jorvative insesimons
that ane designated ns aenilnbio for seie or nol classified as aeathor categony of fmancind assels

Irvessimants which ade classfed o avelable for sale ofe subscguiently measured at fae value. Fed an
availatie for sale mamiment whare the Tair walue has not Seen bedged, any gais or s arising from a
change i As five volus S recognised @ othar comprishansve income. On de-rcagrdicn, oy cumuolnlne
Jain oF l08s previowrsly Meccgnized opihar comprobanssed Achme & nclubdd n e consolidaiod
BT SlElmend

Special commisson mcoma 56 recoqnised i jhe conseidated moome sialomon] an an eflocten :,-'rnh:l
basm Ooidend incoma is recognsed m the consalidated income sintement when thi hght to fecaive
ﬂ-ﬂ!.H'TI-EII"I‘I 15 eflabsshod T"I:II'I'."I-I;F- EIF'IS-"I-:'IFI-H-EI fang or lagses on availlpblo for ealo dabi BE'EI.IFITjI
nvastments arg mesgnised inthe conschidatod mcoma sialemsns

A setundy held as availoble Tor sade may be reclassiied 1o “ather mvesbnents held o amorieed cost il
# clharwise wolld kpve mal fhe defintion of “pibdr invesiments hedd o1 amedoed cost® and if tha
Growp hag Ihe imentan and ablity 10 hold that fmancis acset fof lhe foresesabls ulure of bl
miLrity,

1] Hald to maturity

Irvestimants heavirg fued or dalarminable paymeris ard @ fed maturty and for which the Bans has a
Pt nlanlion and. akdily 10 bold Bomatety e clssdied as held lo maotunly. Hiekd o malurty
wiwerbitienls e indiely recognined o1 G valie incleditg diregl and scrementinl rinsachon costs
are sunsequently measured 01 amorisad cosi. less provsaan Tor impasment in value, Amorlised oosl o5
cnkudalnd by tnkng mis account any dscount or gremiem an acquisilion usmg an atfedin yield Basis
Ay gain or lags on suech meesimonis S recognssd m the congabdatod moome salomen when e
fiastment 5 derscognised o sTpaired

Invesiments chasafied ns beld i malunly carnal ordinomby b sol or recassifedd saboul impscimg i
Bara's aleily o use this clasadieation and canmed be designaled as o hedged i@m with respeo lo
commissan rale or prapayment pske redliecling the boger-term nptufe of hese mdasimenis

Heeaiwar, dales of reclossifcatang moany of e lollkwing of cumSlances woald not mpact 1he Groog's
aolidy b usa b classdficalion

= Salas o reclassficabons [hal are o close o matunty Ihs tha changes in markel rata of
commission would ned haven & significant effoct on the fair valer

s  Sples of reclassificabans afier he Growg has colecied subslantindy all of the assels cragunal
princizal; and

»  Soles or meclasadications atirdutable b3 peerecumng Solaled events boyood the Group's
canlral thal cecld net hande boon reasanaddy anlicipaded
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for the years ended December 31, 2013 and 2012

3, Summary of s:gnificant accounting palicies - conlinued
k| Loans and advances

Laans and sdvancas s ran-deeratve finsmcnsl sisels argpmaded o pogured by tha Bans wah foed o
delerminiile gaymens Loatns a0d acdvances afe recognloed whan cash is advenced 10 borrowess
They are derecoqnieed when eibes barrowers repay thew obhgatons. of the leans are sold or wirtten off|
o suthstantally all the rsks and mwards ol ownershp ane iImnsiomed

Al ks ard sbvances ara Ailaky mersued al fair walog . incleding Fogumiban chargss associmied wih
1he lzans and Rvances

Laans ard advanoes arpnaled of scguired by he ﬁﬂ.'-iulil Fheal g mab-guoled inan acodve markat png for
which [or wnlue hiks nat been histdged, ore sinled ol amorieed cos) ss any amount wrilben o and
lowymte fof crstil) losses

I} Impairment of financial assots

An assiusrnel s made al pisch foporbag dal 1o defermion wholfier S 4 cdyecliat ovidenco 1hid 3
linancial ass=et o gredp of findnoal pesels may be impased bt e reponing dMe. [P sudh evidantce
ausls, Ne esbmated recovernble amoont of that assel s dotormined and any impaimend loss, bised an
the ot pensan wnlue of fulum anbicpmed cesh fows 5 moognsed foe changes m s camyng amoont

Thar Bairk consdnrs oemdenor of impairrmat for oans and advances ang heid (o malunty nyestmants at
talh b speahc assel and cobeeinae breel Whon o Fneneal rssel is erocliocbbe, s oaniten ofl agoess
e related. pravig:on fer Imp&-rmenl edhar Iﬂ-"'Ei::l" tlff i E?'IE'I'QEI o 1he cansobdalad mcoma slalamant cr
fhrough a prowsgean for impairman] account. Financeal assads aro wrilton off ealy in cénumsiances whoro
efleciroely all ponsdle mBans of ecoweny hiree beeh axfiaesied, shd the amounl of the lass khs besn
detarmined

Once a Fnarcial assel hes Deen widlen down [0 s esbmated recovarable amouni, spaceal Comimisson
nicoma s lhemaltor recognised based on the o ol special commession (hat was used b dscont tha
ufure eash lows lor fe pepase al mensurisg e reosesr i amaunt

If, o @ sybsegpaent paEned. e amount of the mparmient ogs decredses and e decrsass Lan be
ralalad abepciiiEly Bo Bl Byan ScciEming after thie imparemenl wh facograed (sEch mh an erpeayameand
e doblors credil raling), tha pn:_:mnur.l:,l mcagned imgairment lass s roversed by adjesling 1o
Allowsancs pocounl This nrmeant of e feversal & fecapnazad in the contolidaled inceme sialement and
wciuded n fha rekreant ompairmment cCharges

Loars ard adeances whosa 1emms have boen menegolialed ae na ongaer coensidened to be past duo and
e trenbed o now loans. Restneciurmg pobcies ond practioss nre tased on mdicalors of ol which
ndicals that D1‘|"'I"I1-EII'I| el et ARy confimue, Tha Bars and advances canlins o be !.UE*.-E-I:: I3 an
ndividunl or callnciive impaoemanl assessmanl calcuiabad using the lzan 5 ongann! nffectnn i radio

{1 Impairmient of linancial assots hold at pmorbzed cost

Afinanceal assat or growp of faancinl assels g cinssilied as impamod whien ihem = obpscive ovaangg
af impairmient as o resull of ane or marp ayonls hal socered alfer he indind recognition &f the lirmncal
iasel of growp al fmancisl assels ard whare o loss evenl has an impacl an he astmated fufure cash
Yierees ol The Tingnceal assal of froup o fmanciad aseeds 1hat can be retabfy sslimaled

& specdic provsion Tor credd sses dis (o impeement of @ loan o ang oiher financial assal haeld al
ersnrinred coms i astablished f IMete & objeacter eadencs 1k e Bank el ool b nbe b0 Sollsct nll
afsounls due. The grsoui] of the sgesCilic grovision & he diferance bsbdan 1P CRTRIrT] amaung mnd
bz msbimated recawarabe amounl The estimated mooedabln amounl s the prasen! value of eapoctad
cosh floeas, including pmounis astimpled to o recoeerabss friom gusranioes pnd colintoral, decounbod
easad on Ihe oiginnl aflecliva yald rase
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for the years ended December 31, 2013 and 2012

3, Summary of s:gnificant accounting palicies - conlinued

i

in addilion 1o spacifs provesans for crestt losses, prawvisions for colacts mpairment a masa an a
parifoho bisly The coflecive impairmean] proyisicns acee estimaded based on vanous faclars nouceng
credil Fmgs plocaled a8 borrower of QTP ol bosronbers, 1 expafisnos e Bank P Rl = :]EE:'FII;
wih @ bomower or groap of borowess and avadabis histoncal defas information Histarcal less
experience 15 adjusied oo the batis of cumenl observable dotn o mfiec? e ellfects of current
condilions

Foe financanl assels ot amoriisad cost, the carying amourt of the azsel & agusied edhar direclly o
thrgugh the use of an afowance accounl and the amount of the pdiustment & included in the
consabdnied ncome sislement

(i} lmpairment of available lor sale financial assets

For oahl siruments elasgiied ag adalndha foe gale tha Bark mssossos ||'-\'.'|I'|I1I3I.iH||:|I whalhee hesa s
HeCl D Pedonon of mipairmon] Based on (e sama cniona as finpncial assais camed @1 amorizeg
cosl Howsrahe, tho amoent moarded for impaemani s the cumulaines bss mensansd as the ddforemnos
Dealwraian D dmoniced cost and e curreht e valus, RS any mmparmen? Bss on 1het mvasiment
pesipusty recogneed n Bha consolidated income sEatemani

I, 1 a subseguent perod, the far valee of o cebl sathenenl Scresses arnd e Soease can be
ohjectively relafed 10 8 credil edent cooumng after (he impgemant loees was recognited o the
comsalidaind incomin statomond, the mmpairmort loss s rovarsed and rocogresed in tha consobdalod
o sialEmisn]

For pquity evvastmonts neld as avadabio for saio, o sigrficent o prolonged doctna in e valie boiow s
cosl reprosants obectes avidench o mpairment. The mpaimment loss canral be fvamed thraugh 1he
consahdated incomea sipfsrenl as h:ll'lﬂ s e gssal comhnues 0 e re-::u:qnaed L&, By nciEase m lar
wvalie adler mpairmeant has besn recordad can orey Ba reoognged 10 othear E'.'""IFIT'I'H'IB“'FH‘B‘ incomea, Gn
darenagniion, any cwmulalne geen o oas prsdoushy recagnivned 0 other camprshansiee inoomds s
mchuded in the cormaalidatad mocome s1alement

It pairrmont of nar-linancial assols

I hir Bank assessas ot esch regarhing dala whalher fMang 5 an ndaaton thal pn peao miry L= omipaired
Il ainy indization oxasis, ar whan anmual mpoirmoe] lesiog for an assel 5 requend, ho Bang eslimatos
1his mEeEl s recosEalie praurd. AR asdals recowerable arsauanl = e higher al b0 Bssals of caslhs
gEﬂEFﬁllnE wnis (CGUJ {ar walue less costs 1o 5ol and its ¥aiue @ use, Whona ho CFTgre] amou=t ol
an assed or CGU exceads 45 moowarabia amour the assof 5 considerad empsired and = wnlten dosn
1o ks recoveradla amount. In assessn waiue in oS, e ealimuied uture cosh Nows e decounisd (o
1hgir pra saAl vatue usmg A d=count rale thal rellegls curant marksl assesomans of tha bme valls ol
mEnoy and i neks EIZIE'.'.J!".'. fo tha assed  In Solorminmg an assets far wpiue Iess cosls @ sed an
ngprapringe wnluntion model s used, These made! cllculslicns ars corobemled by valeabon moailes
o athel avadable lad value ndcalods

Foor psncls cechu@ng gocdwill, an assessment is made al cach reponiing dale as 10 whethes thesa s any
midizaticn [Mal prenously recognsed stpairment bedes ritay Do longer axsl af moy have decreased. I
such mdications exsl the Bark esimatas the assats o0 COL recovernbie anvaunt & prasausly
mocogresnd Impairman] Gss is reversnd r.rll:,. i thora has baon @ changa = lhe assumphons gsad to
dal@rmine Mo aseet's secoverable amaunt smao e st mpaermaenl o wis reeogrised The rinstsad
& himilad 20 (had ihe camyenn amaut] of N8 asset doss N eacead iIls recoverable Bmoual nod exceeds
b carryng amownt hal would hpes been detemined, ned of dopreciaton, had np mpairmerd] loss bsen
meogresied fnf thie assel o opiod ymars Sdch myeisals e ooogreuesd 0 he confsalidabed  ineome
Slatemend

ImpasTrent asses redabag o-qocdwll are nol redeisad M ifee penods
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for the years ended December 31, 2013 and 2012

3. Surmmary of sSignificant accounting policies - continued

ni DHher real estate

o)

il

al

The Bark, = tha l.}l'ﬂll'lﬂl'gl course ol Dusimnsass, NCOUTES Cetne e eslale E-ﬂ:'lll'lﬁl sptllament ol loans
and pdvarces Such real eslato s considemd as hald for sale and s nikally slated o the tesar of net
realurnble vnlue af the loong ard pdvonces and e cumenl Tir vous af the edalog progecies, less any
costs oo sell, (T malehnl Mo depeecalion s charged on such fonl astale Resdal intdime fromm alber roal
etiwle s !'EIIZ\'.I-I]H-:JEI'J in me cansohdaled incore statamanl

Subsoiquinnt b imtal mocogrtan, any suhaoquennl wrde dewn 1o fair walue, less costs o sel nm chiegod
10 the consabintid oo slalemend Ary Sobsequenl gam in The foir valus hsss coklis 1o sell of fPeese
a55elg 10 tha exlen] (hes does nod @aceed tha cumelaben wmie down 15 TEI:A'.'IQI"'-H'.'&I:I [I:I'l;l:"‘lhl"."" wilh any
gain' lnss oo disposal in fhe conschdaded moome slalemean

Property and equipment

Propary and eguipmaent 15 stated af cost and presented nal of sccumulated deprecsaton, Freshold land
i fot dogrocindisd . Thi cont of olber proposty and ceuipment in degrocided uamg e slmight-leme
micdhad aver tha estrmnfed useful s of the asses as [0%aws

Buildings F0 yoars
Loasshald impravemanis Ot b brasi ponod or 5 ponrs, ahicheen & shorlon
Fimilure, egepment and vehicas 4 a4 years

Trar assols” resdual walues angd usolul ves g rrdsrsed. and aursied il ppprognale, at oach reparing
datn Giens pnd kessos o disposals ane dedermonod By componing procoeds with carmying amoeunls
Theista ara meloded i Ihe coriokdaled insoma Glalamant

Financial liakilities

All minay kel degosils, cusiomer depasits, Jemm lanns, ang olher dedl securlies n s ane mmhaky
recograred al lall value less iransachen costs

Subsequenily BN comimissan-Bearng financia abetes piber fhan thosa wherne {aw vahues have beean
hodgod are maasured o amarised cosl Ametired cosl s cpculalod by Saking inio pooount any
dscnunl o pmrmam Premiums are amardized and discounts acereted onan afeclive yeld basis 1o
ooy @nd Taken 10 speciil COmimisssan eapenss

Fmancal noildies moan eflectve tar value |'II!‘-EIIQE relatenahip arg Eﬂ,'.l'i&l!‘:l lor far vadus -:r:anq-a-i 10 he
gaipnt of tho nsy bavirsy hindniod Thiz msllirgg gain or lnes in reognened b cansolaalen incoms
slatomend. Far financinl abdilies csned al amoreed cont, any gain of 105% 6 ecogniesed = 1he
consalidated ncoma slalement when darecognized

Financial guarantees

If the ordingry course ol busaness |ho Bank gives inanciol puaranboes. conssling of letfers of crodil
quaranises and accaplances. Fnancal guarantess are niliaty Tecognsad in tha canscidaled financial
slalemenis mt fne vi'ue in ather hatdilies . bemg the salue of the premum meoeved. Sulsequent o milel
rechnietion, [me Bank's Gabdly undier each guiranies @ mepsured ol ibe mghaer ol ine amorized
premium and ihe besi estimaie of the expendiua requeed (o setile any francial oblgators arsing as a
ramiilt af such guamnlses Aoy inchoase in b inkdity mlatiog 10 6 firaocial qusrnnios is csgrend in
the cansal=lalad scamea stotemenl n smpairmien? charges Tor eredil esses, el The Gremem recaned
= recofgnired in the consalgatad income stadement i “Fee income fram banking sanices, el on &8
siraighl bam basis ayor e lilaaf e gearanieoe
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1. Surmmary of significant accounting golicies - cantinued

rl

8}

t

Frovisions

Provsicns am recognurnd whan a fahable eslimals can G0 msda l::" 1k Bank for a PrEEEN; lagal ar
tonstreclive obligiticn as o nesull of pasl pvonts and 4 is moee likely than mat thed an cutflosy of
rescurtces will be reguined to Selte the ablgalion

Ascouniing far loages

|eases anlared infp by tha Bank as a esses e @ oparading lensas Faymenls made undar
ol leses are chivged 1o thet coalidabed income sttemedt on o straight-ne bk aver the
pearied af [k leass

When an ogerating leasa s ferminaled bofor he leaso penod feis i, any poyeramlt moguennd 1o
et Frmde i Ihe lessor By wity of penalty 15 recagnared as an fcpanks in the pandd @ whadl lefmimabon
1akes place

Cash and cash equivalenis

For the purpose ol o sialemen] of cash flows, “cash and cash sguealehis” ore dalined as ihose
armurls incleded o cash and batanoes wilh SAMA E'!:“I‘JL"EHI'H_} 1-IEIIuIr.'||‘:.' gaprsils, and due rom banks
and-olher linancal Instubans with gomalunty of ety days ar less from tha dale of Acquisikon

uh Doroccognition of inancial insiremenis

A Feapcal ssset iof 8 pan of 8 fmancial asset, of 4 part of 8 group @ similes Paancial Assals) =
darecognized, when fha contractieal nghis to rcara tha cash lows from tha financial asec! aipires

In inElanoes whcda e Gioup 15 assessed 10 have renslermad a fimancl pssel, he asael
darecognized if the Group has ransfarred substartiafy 88 the risks and rewands of ownarship, Whara
the: Bank tas netber ransierred nor rakaingd subsliamdindy all the nsks and rewards ol ownership, e
linancual assal @ derecogneed coly f the Group ka2 nal redoned contral af the inoncaal aseael The
GPIIILII- ECogndbes E-E'I:IE-"-E|E|} as assals of hphililies any ﬂgh]!. and D-D"]Hlm'ﬁ croalen of relaned in the
Focnss

A Nfadcaal kabisy (ar gar ol 6 faanc iabilty) con only be deracogmesed when il 5 exiinguishes 1hat
=5 when the clilgataon specihad in the condrect s gschamed, cancebad or a5 pead

%) Zakat and income taxas

Sy and inccine foxes aha consikered a8 hodslibes al o Saudi and loteigh  sharshalders
resgaaciely, Zakat & compuled on the Saisdi sharehalters” shste of egquity oF net income using i
trasis defingd under the Zakat requlidions Ifcome fases ate compided on this fomign shanghekders
share ol adjusled ned incomis far the yoear under the income ax reguinbans

Zakat and incoma (ax are not charged o ihe Bank's consolidated moome statemant ard ae deduched
Ireem dividionits pasd 1o 1he shambokdors, oo mimbursod iy tha sharpholders

Employees’ incontive plans

The Hank offers 1o s algble emplowes CEmpaoyess’) aqudy shazas in the Bank undar an Employaa
Htock Granl Plan (Cthe Plar™) This Plon bos been approved by SAKIA,  Under e termes of the Plan
emplayess are granbed shares wisch vast avar a Touf-year paned. The o8] of the Plan & medsared by
the valis ol thie ghares an tha oate purchasend and recogmised owar tha panod in whch tha sanica
condiion s hililed using an. appreprise valuntan meded, and enching o the vastng date. Employsa
sluire oplion dhmad ane recotded by ther Bark af oot and @Sne priesen|ed a8 o dedochan frem e equty
s agpusied lor any ransactan oosis. dividends and Qeas of lGRsas on sakes of such shines The Har
s eriemed inte A custody agrecment wih an ndeponden] (hird pady |0 admanistss |he Plan on tahad
of in emplayees. Under thie provisions of the agreemen], e Bank al no poind, becormis thae legal
e ol ths underlying shares
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for the years ended December 31, 2013 and 2012

3, Summary of s:gnificant accounting palicies - conlinued

In adddon, e Bank grants 1o gs elgible smployess ober Dypas ol secunly atd savings @ans 1hat o
basad an mutual cornbubons by the Bank end the employees These confrduhions are paid b tha
particippting amployees 0% tha roespective matarily date ol each plan

x| Short lerrm employes benefis

Snom term pmplayae benelits are maasurad on an undscounted besm and ane gepansed as he resatad
sEnvol s provided, A& lidslily is rocognired Tor the amaunt cepeciod o b pied under shoet lemm cash
bonws ar o shasing plans F he Group hos 4 presenl legal o consireclive oblkpaton o gay his
amnaur] as a resyd ol pasl serdcs provided by the smiployes and the ablgabon chn ba eslimatad
mlinhly

¥l Assoct managomient servicos

The Sars olfers asset managomen) services fo 55 customens, throwgh a subsidlary, which inchuda
mnnagement of cestin neestmer! funds mconsulialion wth professionn imvesiment advsors. Tha
Banrk's shate ol hase lurds = ncluded in availnble fof wale avestimiecnds and lees saened are ingluted
i 1eis fram Banking scrvces, nal

Aaspts hald in trusi or oo Bduciony capacty are nol tratod s assots of e Group and accordngly are
nal siciuded in tha consalidated fmanciy slalomenls

zp Man-inferest hased banking prodocis

In adgtan 1o comaantional banking ibe Groip offors 1o 45 customars cordain Aor-nlarest basod
teankirsy peoducis, which nme appeoved by ils Bharinh Boored

Hgn layal gefmitons of npn-intenest based proguacss mcludga

Murslsahn - o agreemetl wherely he Bahs sefs o & cuslomet a commodily of G6b asset,
whigh tha Bank has purchased and acguired tasad an & prosrese recersad from e cusiomer o
by Tha spiling prica comprisas the cost plus an agreod profit margin

n Islisna’'s — an agrasmeni bebyeen tha Bank and 8 customar whereby the Bank zails 1o e
cusiomios @ #valoped assol acconding lo agreod Lpon specificalans, lor an agroed upon oo

" liarah — i agreemenl wherelly the Bans, BEing a5 & Restd. purchises ar consirocls an assef
for  lease accondng bo the customaer reques] (lessai), based on his promise (o kass tha assel
fer nn ngristd et and apescific pericd 1R0f caokd end by Imesfering (e owmecsbip of e eased
assal 1o the lesses.

all noncspecinl internnt based banking producis ame gccounled fof in conformily with tha accounting
palchEd describad in those consobilaled Fanci! Slalomanis

4, Cash and balances with SAMA
Cazn and bafances wilh SAMA pe swrrmpezed as foSows.

2013 PLIR I

SAR'OR SAR (D0

Cash m hnnd C5T 055 515 605
Roverso rogurchase pgqreemaents 1,236,000 4 B53 00
Sub tofal (mala 263 1,893,055 LR TR
Sttutory deposil . 23974 _*,rav,034
Total B, 307 023 7,335 6473
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for the years ended December 31, 2013 and 2012

4, Gash and balances with SAMA - contineed

In acctedanch with tha Batkag Cortro! Lo and requiafions issuad by SAMA the Bark s rooaired 5o
mimrlait f sttdory degosil wah SAKA al sbouiated pedcenthges of s demond, srengs. ime and olhes
dopesds, calculated at the end of each month The siatuiony daposds wih SAMA are nof avafable 10 Pnanoe
thie Bank's day to day opeaiions and thosefans ane nat part of cash and cash pquesnients

&, Dse from Banks and sther financial institulions

e from banks ang other inoncial mstiiuhons arg summanzed as fallpws:

2013 2014
SAR'O0) SAR 000
Cumunl socourls 009, 375 1313.379
Monay moseo? plocemaenis 4 BE4, 204 3 0A8 305
Tarlal 5,573 520 LET1,TTS
E. Investments, riel
&) biwatmien? securilias dare classhied a8 lolows
i] Awailatia far sake
2013 |SAR 900 207 [SAR 000 .
Desmesiic  Indernadisnal Toxtal Dpmeptie inlecmatannd Tl
Fuioed rale sscurbes I ugd, 1311 FAE2 480 19 4B0EDD g2, 381 & A N3 & TET G
Floatrg rale secunhes 18065101 2. 700, 430 4 502821 %Ok AsT rR ) 38 By
Equibes Ha5 RO £.625 S64.429 dad 47e i Exa AL 205
Rl B 16,495 - 36405 214 385 24 838 234 203
Allewance far smpairmerd - |2 16| {24 TEB) 112650, 11128000
Brelabe Yar wala, ret B 550 555 10,268 A% 16855 452 F RAL AT T 451 302 ann? avt
I Held o malurdy
2013 |SAR'D00) : 2012 SAR 000} :
Domashc  Indernatiamal Todal Dhmmahy A e nad il Tadal
Froed rale sscunbes - E0G 25T 56 257 E0.000 25 080 455 GO0
Flogtrg rale secuithes 50,000 - 50,000 H50.000 B50 G00
Aliweatice far impairment. == (209,274} (200.214) s ATESADDT (185 a0
Hold o mafunky nal BEO 02D 187 081 BT 043 FQ0 A00 A& 50 216 ERC

ali lmvisslmisnds nisd

2013 [SAR000) _ 312 AR 00

Dipmeslie Inlerialiamnal Tistal Doreitic A | et i Tkl
Flwid rali saiithe 3,900,133 Farg sy 11,084,950 8y 36 4 351353 E&3d 734
Floatng rals secunlies 2452 131 2,700, 480 & YE2 62T Y PP AEY 2074 163 4 ZHn E1E
Equibes [ E L L] BaZE &84 420 a1 S LR A5 o5
Rl Syncs 36 485 . b 408 2rd 365 2a A4 239 303
Migwarce forsmpaiement - (212004} (333000 - (2EBOO) (268000

Fvedimenly r 7240558 10455838 17,696,495 3740 67% 7 ATOARZ i0at st

Ineostmenis incleda SAR 5, THT mikon (2012 SAR- 4,394 aelion], wisch hawe Depn :JI-E‘i]gE‘I: wnder
rl!ll}".lrl.'.hi!EL" agrepmanls  with  alhir  Bansg Thy  markal walug o such invesiments &
SAR 54T rollion (2012 SR 4 485 reliod )
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G, Investmants, nel — continemd

2 Tha ANt of the composdion af imnsesimeants = a5 olows
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I
(0]

i1 Axnilwbhe for s

03 SARYOD) 2042 SART00)
s Rl e Toral Radted utgied TiHa
Fimed 138 securiliog TATDSIS  DE03TRE 11438693 524 B2 552982 8.777. 644
Fioating rate securtss 2BB5.588 1 E0TO21 4502801 FIN5 716 120000 3635810
Egutes 44,300 10,128 RS gl #41.078 11928 452 305
Klsual funds AR08 - 16 A58 219 203 230202
Allzwiance for imoaiment - (27B) _ (73F88)  (1RETH|  (A1T3E (113400
Aynilable far sa's res 11,856,318 5.203.134 16830452 5201 fE2 i, a0 485 f e 271
ity Hetd 1o maturity
2043 | SAR000) 2043 FEAR D00
Quotod  Weguoied Toptal iauated Lingugled Tl
Finsd rale secuanties 190,053 205,204 #6257 108 BED 258 201 455 004
Flailiag fide secusibed E50. 000 - G50.000 650000 E50 C:0
Allpwance far mpasrmmend $1 0ER) (20 1RE]  |209.374) | TES A0 L18% £00)
Feld o matanty, nel #3707 16 A17 043 RS AED FOEdT 818 680
8] Inwgstmonds, ol
013 (SARD00) 2012 [SARTDO
Qe W st Todal Sl inginied Tl
Finel rale seaurilios B.OEASTE  3BI48TZ 11,834,050 5423 B E38,1923 s P
Flaatrg e ascufibeg 3546558 1607023 50526 2 W5 726 L.az0.003 A4 ZHE 510
Equted 244,200 10,129 RS54 429 441078 11120 453 105
Mruad Pands 36,495 - 15,495 230 203 230202
AllowRnCE far frgarem #3.04R)  |Z2R,954) |33 D0 |1HETS) 1273435 |ZHE OO0
Irreenstmerits, red 2493328 SR034T0 AT APEARS 3 050671 bE6t 280 10911 861

Thie wrquated - aecurilies alsove ang principally compiesed al Saedl Gesemmen Davelspmand Boads
Snudi Trefsury 3ds, and ceftin Soudi Comparate Bonds. Equetiss tepofied under pwmlable for sale
invarsimonis ncude unquoied shams of SAR 1071 mdlion (3912 SAR 19 1 milion} that are carnod. at
cosk, ag ik i vahue cannat ko ralipbly maasiined
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for the years ended December 31, 2013 and 2012

6, Invesiments, not— continged

c} Tho analysis of unmealred gams gnd losses and fer values of hald 19 masriby neesiments & as fnioes

2013 | SAR MG} A2 AR
Drun oy G Ceirein
Caming  Urdssinen  Laieaiasd Fair  Carpng  lnisakeed  Usrssloss Faér
L P G W, .. N R S L]
1 el rigte pmurieen 187 443 LLE L ILAaLT 1WFA ) L] EETE A
Fiogiryg min sncuntes 253 050 1.330 BS03E  BaCOm G o
Teis EN7 04T 13354 il BHE| [ LY L] A5 16 A IR P T
dl The enalysis of investimanis, net by courderpany s a5 follows
2043 A3
SAR'OCD SAR 000
Govarnmens ard quasi-Gowornmaonl 4836305 1 AFE D45
Conparicis 3,835332 E 63 568
Banks and other mansal mainuliens 0,334,788 3472 344
Tatal 17 096 455 T &1 9461
¢ The cedn risk pxposurg af msestments = e oo
2011 012
SAR'OGD SAR DG
Inveatment grachs 14, 509,938 B FA09 2T0
Hon insasimen greda J8E 234 ATEATH
Linrased 2,748 3949 A 215
Talal 17 E06 495 1011 81

Freeesdimiai! gride securilleg cqonsraly e extensl ratmgs. Untated mvasbmeent securties inclede cectain
Saudi corpornte securibas, Saudi equities and mutund lurds and othar prvse eguibg wastments

) The moswamant of aiowance Tor impament o0 wvesbments i5 a5 follows:

Batance & the egpanimg of the year
Prowided during fhae yeear

Amiburils revesaad dunng he pen
Balarce At the and of tha yaar

2013 2012
SAR'O0 SAR 0D
295,000 237.000
24,000 68,000
100.000) (B.000)
32,000 2R, 00
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for the years ended December 31, 2013 and 2012

7. Loang and advances, net

a| Loarsand pdvances, nel hald ol amarizes cost e cemprised of the folgwing

2013 {3AR 000)
Querdralt  Consumer  Commercial Oihars Tolal
Parforirenyg |oans and adveaoes 4,260 481 WIAROTT R4 16R. 744 TREFR AT ETEONM
Mor pariorming leana ond advancies iR 9828 . : 395,075
Todal ising and pdvances 4 559 2113 ] ] 34 168 T&4 TH.EZH A8 270,948
Sfpwenncmn 8ar crad® ey (105 965 11HZ ATR| |135.12H) (T04,075]
Lo @nd ddly Ry nil 4,373,344 5,281 302 331 831,616 THEZH 47 565 H71

40132 L5AR DO

_Owerdra®t _ Consumer  Commercal  Othess  Total
Padoamng lcans and advanoes FEET BEY . ETTE IO e B0 AR 5,451 TG, 0l
MNor pariorming loans and advanding &0 FOF A0 &9 - A5 J4E
Tora Ioans 3% pdvanced 4 782 570 BT 89 e LR 3 BET 180
Alirwarce for credt iDises 1352 283, (72562 [ XAt BAA) - (BTG S88)
Laars and sdvafices, nat 3.gan 2E2 £ 145 2a? 21.908 130 HH.431 i 150 85

Leans and odvances abowe eichide non-mferest basod bankong products norespect ol Mumaboeha
agresmonts, lsbsna's and farah which ae stated ol amarized cost of SAR 23 358 millan (2013 SAR
15 260 rmllica ]

o) The movement in ine alowance lor oradi lossas & as lolows

2013 (SAR'0G
Diverdraf Consumor Coamemercial Tokal
Baiancn & 1he Dagereung O The waar 153 JER T3 &R 18% 538 B16,4E8
Privnded | Dieveaed) daneg |he yoar LLR 1| 150, 161 23441 106,000
fiad detils writter off {98,747 150, %41) {78,880} (FFL R
Hocoannns of amoums pravioltly wedon oft ' 11,194 1% 11,235
Balance al the and of e yoar 185.964 182 970 335128 To407S
2017 ISARTO0}
Oowgedraft, _ Cotpumar Gommarcal 0 Toll
Balanon al the hegnmng ol [he year 1536 308 55 338 BEL 36T £ 245 B0
Prisnded | [tede gad ] Suiineg |he ysal 733 T 44 65085 LEFA0TY 255000
Bad dsbils warllen off [145F 731 {3T TE5) [ R 11 EE] 388,
Becovenss of amouants peesicusly writlen aft T 288 i fael 1]
Balance af the end of e veor 162 ZRE v 562 ot &a0 B10.485




Notes to the Consolidated Financial Statements

for the years ended December 31, 2013 and 2012

T. Loans and advances, el - continuod

el The cradil quasty ol Banrs and advances s sermaized as lolaws

1o Medhes past due mar impiased logns and adeances

|}

2013 g

_SAROGD  SARDAD

Excutinl Jaazr EAT Dt
Sirong 15,688,503 12,112 BLY
Annrages 14,051,952 B esk 42
fcoepinbie T.EET 294 5380 144
Wi pra! 41,073 B03 6o
Walch 15 887 44 015
Unralog 2 054,085 81131008
Falal 47 346,281 53,973 128

The lpans and advancos that poo nedbor past deg nornimpased ano descnbed as foliows:

Exceflen] - leadar o & slable idastry  Belier [han peers Mmancialy and cash Mow. Has access 1o
linancial markels under rormal markat corditaons,

Strongg - sUtag marksl and fnencal position walh & hslary of sgocessiul parforminte bul carmn
aEceqtant angl Financal lundamendats s §id befler ihan ndusing enchmars The anhty woukd
fave acoass i financial markeds ender ngrmal condgigns

Avaraga - modanne degree of slabilty with oduslny of company specihc sk feciors Financial
fundamertais am sownd wilhm indiesiny benchmarks Access to fnancin! markets 5 miles and b
irlity in symcestible o cychcnl chtges

-pll'.EE'ﬂ'Itl'lhlE' - MinDr wedsgssEs N II'I:IuE-'II'p' Br  compalty speciic sk Baciors, Soma hinancial
lurdamoriniz arp inleror Io indusirg benchmasks. Atermnpive financing cowtd be peailnbln bul his might
bt fimibesd B ol andg instilulicnal sources only

bariral - unfavorabie ndesiry or commipany specific risk faciors exist Opemling perdpmance ardg
fimpncials s marginal, Allgmaleae sources of fnance oo unkkaly. 8o new Bmness coin be
confertglaled walh this calegary

Walch - unfsygrabe nduslry o company specic nek fpclors eost Risk ol non-payment & high

Financind lurdamiorinis e sl biddow odesiry Boncherasks and alternpines sources ol finonce ane
eniremety bmaded

Linsatied — ursalod lonas and advamcons corsisl of pedorming consumear ard othar loans

FES1 due Dul naf impaded [oans ans &I«anceas
4013 (SARD0D)

Chrvarelrafl srad
commecial _ Consumer Tolal
From 1 day & 30 days 29138 11,204 Al 340
Fram 31 days fo B0 dnys 101 817 ag T B, 14
From &1 days o Y80 days g2 a7.130 75,361
Moae thar TRO days ) - 83,918
Tota LE3 4849 144 551 537 650
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6}
N

for the years ended December 31, 2013 and 2012

7. Loans and advances, nel - continued

Lmp

From 1 gay 1o 30 days
Froem 301 dags 1o B0 days
Froom B days to VBO dags
e thias 1RO dargs

Taldl

F01Z SAR OO

Cverdralt and

gl Gt Tednl
173 184 236 EEA0]
FEIT 11233 1,033

5 7iE 35 HFT B5 [43

165 413 7811 ITATIE
IBNLE61E 6:3.088 Ad4 705

Thi Bcoiaitic sacior Ak concentfabans 106 opts and sdvances and allwance 1o creds losses ata 0%

nkyws

Gosernmant and quasi- Sovermimen!
Banka gnd oibet francinl wervces
Agnsuiture and fishig
Manufactunng

Minerg nnd guamyeg

Bisiditg and Sansbructiant
Chaittrmigies

Trangngrinbon ard commur-cahon
Servces

Coanswmer foors

Clikz+

LE T

Gevertirenl Shd quas -Sovetmmer]
Aasik e giber Transigl sarices
figncafiure and fighing
Manufactunrg

Mureng ard guamyrg

Blatihig aind Cansirucisn
Cammaics

Transporaton ord commurcoson
Senycen

Carsumer Sars

il

Tatal

2013 (SAR'0MD, B
Allawance Loans and
K lar advances,
Prrfomming perlonming  credil leise il
188 200 - {LEBD) HEZ AT
2,520,785 {25 308] 2,505 477
T50,ERL 31913 (10,925 T43.6E8T
5,095,716 21,024 [BE, T3] 0,828,950
419 845 41890 415, 656
&, 112652 - (AT 127 & B85 525
10,350,307 164,373 1170 1959) 10,408,351
215,849 ' 12.154) 213,651
2,098 21F 18,057 [EE L] 2085 542
0368077 Bl R 1182 574) 0181 32
,A07.540 THEATY [126 158) 0156053
47 875011 J05.015 IT04.075)1 47 5£6.871

FA T {SARTIDO)N

A Laans and
an tar HirH By e
Perlcrmirg pedomag | oed! onses rest
74 GBt - 11 TES) 3T 730
{354 46T (13 145 {1304 337
win )L 704 20,213
£ 302 Tt irae (BE 020 & JEh BL2
4545 150 i S| 4971 G
&:BE AT 50 {20 025 2831 0ad
10772 05T 2.8 1113, 7%56]| 19 EB1 7O
&1 481 |aTH) 0, e
1 803 Bdn AR T (8 400 1,493,037
5 ANET0 3050 (T3 56| 6, 45 24T
f 557 431 3h& 457 | 438 635 A ASH J4d
34496 A3 451 344 1516 480 | 34 5] R
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Irwstmants in associales

Invgsiments in assocealos reprasent the Hand's shamo ol awesiments inconlibes whera the Bank has

sqnidicard influence. These invissimients are iocoumiang for utng e sguity malhod of accountmg

LAl lnvestmenls @ asspmates inddude (e Bank's cwnetshg inleresd i pssociied comipanks i (e

mpdam of Saudi Arabla, as lolows

Samoa [ Saed dradua) Limiod [“AMEX")
Saudi Orix Lensing Company | "ORLKT)

Ambak inlemabannl for Fmance and Real Eszpte Devsopment Ca
(“AMLAKT)

Megarranaar pd Gull Cooprabve aurancs mnd Reinsuranos Co
["NWEDGLULET)

Thr Bank also bies a 20% niterast m Noeam imsestmanl Compary which ks o opetatans

i) The movement of investments in Gsaociales 5 summarized a5 falias

Balanca at beginning of the year

She of income

Dirvedends

Shade of olhes comprahensaye acama ! (loss)

Balanca at end of Ine yeas

B |k T
50% 5011

8% 3%

3% 328

19% 4%

2013 2012
SAR'000 SAR 0]
GBS G902 Huy 232
160,825 148 517
{56,624) (74,571}
545 {18
1,070,648 965 GO2

Theer shpres of Medgull arg raded on e Saud stock cxchange A of December 37, 303 1he markot
wWhliuie of the Bank's 8% imeeslmend in Medgqull = approximolely SAR 8831 mullich (2002 423.6 nalion)

{ch The Bank's shasa of tne associales’ financial satomands is summanzed below

2013 (SAR'000)
MEDGULF AMEX ORIx A LA
Tatal ansaets 242 052 186, TE1 701,819 609,622
Tatal hatdibes 53624 24,10 403 391 251,506
Tatal agudy 109 32E 92 6312 208 420 328,118
Tatal incoms | 34,368 161,353 B2 241 an, 711
Tatal napinsos 2 A1TE 96, 2 44 164 17 428
A2 SR
MEDGLULE AAAEX QR ABALAK,
Tatal ansets 234 114 150,531 frane 451,181
Tatal lslalibes B T45 a1 441,960 148 622
Tatal equdy 225348 G B TG a2e 04 53
Tatal meoms 38 BO9 139 659 52,950 Az 22
Total axpenses 54T aF 504 14,353 18,607
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(3]
!

for the years ended December 31, 2013 and 2012

0.

11.

Froparty and oquipment, nag

Progetly and squipfneal, nel is sutmmansed as loliows

Copd

Balarss ol e BEginierg of e peg
Adshons

[hapoeat

Balarce ol e end of the year
ASEUTLIEeY deRrtoanen

Balarse al the beginrorg aff e yedt
Changn for e o

Drsposasls

Halarce al e end of the year

Nod pook yakie

Ak of December 31, 2013

Ay of Dacenhar 31 7017

Dther assiets

Other assats are sommaized as lofloes

Acerund SHaRl CAmTSSi0n et

Loaris and sdvances

- | et il

- Hanig and gib-mr Ersncial metdubions

Told scorued spedal cCommissan recevabie

Pt Lt rplis of deforatwed (note 11

e J0LT PRRICING).

Fowat and monmes e due from shameboioes inofe 24

Otner red| mslate
Ciatoenng 1eannacing

Eroperty ang equipmert pending compleicn

A pthar AssEls

Tota

Derivalrves

Furniture,

Larsd and Leasobicid aguipment Tatal Tetal
butldings  improvements  and vehicles 2013 20z
LR R 54,090 ITI0R4 1345303 13768573
D405 i, 240 i, oar FraEe 39,71

- - 6. 74931 16,719 13001
948,604 60250 406,412 1,415 966 1345 303
141,730 &% 202 FA5,475 478 407 451256
14 416 5524 3,057 Fi.uar 0,041
- - 15,672} 16,672 12 RGOy

AT 40 &f. 726 dzpged 54 47807

TT2ALR 14 124 85,853 Br2 514

T 7TE 86D ] 7T E10 BEE_RGG
013 Fa1F

SAHRDOT SARTOO

FEL R 326935

117,412 T8.301

g 550 E e o

406393 %03 553

276,751 03 o4

110 624 110 108

153 Ba6 183,838

203 241 1201374

83723 T 247

174 K3% 137 044

1408 307 f 103 FRZ

Ini hix ardenary course of busingss, the Bank wikzes the folowing decatre hingacal instrumands for rading

and hirdging pumasess
al Fwinps

Swaps are cammamenis o exchange ona set of cash lows for anather

For COMITIBSION TASE SWaps

counlerpintos genpally sxchange aod and fAoaling b commession paymisnds 0o single cumency
wilhout exchanging tatanid amourts. For cross-Currency commsSsion rate Swaps, nolional armaurds, and
led arg Nioatag commissSon DEZTENS are edchanged @ difemsn] curences The nabona’ Amalnts cRn
a0 vy basad upan tha agroad lorms injhe casn aof vanabie nobongl saogs
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11, Denvatives - conlinued

B Forwaids atd fulores

Forwards and lulures are corlraciusl sgresments b aither biy of sell a spechisd curancy, commoddy of
financial instirument af 8 specifind price and date 0 tha fidem Forssards are customaiod conirpcis
trnsacied moihe over-ibe-counier markel Fefagn curmency aed commissan rale Tulumes ane Fansscied
i alandarcheed amounts o mgulum-:l I'.'-l!Erlﬂ-l"I'QE-'!n ol Ch-EII'rI;'E'-E- i lulures conbract vihies ore sellhed
daily

21 Foreded rale agreaments

Foossird rite agrocments are individsally nogalsiiod commession fabe contracis that call for a cash
sefllemen] o the dfference betwesn & contracied commission rale ead e make! tge an a speched
fulung dala en g nobaoral prircipal fee an Eﬂlﬂﬂﬂ pation o tme

d) Ophans

{]'Dhl:tl"-'ﬁl are confrpciupl apraements pnder wiich the selar (watar] grams the parchaser (hosdar) tha
rght, hul nol B obbgation. 1o edhar buy oo sell At o ficed luuee dale o8 ot any ima dusng o specifing
panad, o ST Tiisdd armaurd al & CUmency mmnmdﬂ-f ar fmancii! itsirameal 8 g pre-delanmined price.

Tha dowrentren financisl mstrumaonts utfized o eethar bold for irnding or heid for hedging purposes &s
cliseiibnzd baloay

i) Hiskd 1ot rivding puiposes

Moat ol tha Bank's derivatve frading activilies refals to sahes. posiboning and amitage. Sales salivias
mnive oifonng prduEs 10 cusiomers arsd anks in eedor, nler @k, 1o onasie hem b ireastior madify ar
rduce curient orid fidene ks Posilicning insobas managing market risk posibons with 1he expocialion
of profiting from fovarabes movemerts in pices. fabes of indices. Arbitrage iveeives identdying, with the
expectatan of prafitng fom puce difesmnlials, petween markels o progucls

&) Hexlg far hedgirg purpeses

Thr Bank kas adopied o comprebansive syslam for the measurement ird monagomaonl of rigk. Than ek
mhanagerienl  process  mvelees mansgirgg e Baok's exposure o Noclaalions mo curmency and
commisson rae rsks o acceplabie levels as delermined by the Board of Drreclars and wshean 1ha
quidalimos issyed by SakA

The Board of Direclars has eslabkshad legals af curancy rigk hp’ ‘i-B".'IIN]‘ lirils o Counterpamy ahd
Clmengy pasihon arposugs Fosibans arg rauing’y mondeind and hedqing stalogas ame wsed D
gnaune pasdicns are mairianod within the esipblished nds. The Boed of Dreclors has estblahod tha
fmval ol CormmisEon rala S |.'n|' HI:'III'H; lmils o COrmimrssion rate gars B ahipaulolesd PEmEHfEl Asgi| grd
Sabdhty COmMMSSon rala gQnps gre rEviEwad an @ panbhc Dass and hegqirg straleges fang panodcaly
usnd 3 reduce commission mAila gap withn the estnbished s

Ag paet of ils asset ang lisbilty manageman|. the Bank uses dervalves lor hedging purposes n arder (o
aplimum A5 am oeprsEn 10 curancy nnd cemminsion mbe rsks: This 5 goneraly achieved by Bodging
s Rnsachan

Ther Bank uses lorward foreign exchange commcls fo also apply vanous hedging strategies agains]
specficaly iten|fed currency nska. In additicn, e Bank e commission mile swaips to biedge sgains
e comimiss0n rle rsk 45y mam speclicaly dlanlified fied comsdaion fale azposunes
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for the years ended December 31, 2013 and 2012

11. Denvalives - canbnued

Tho iablas below summarize the posdes and regative lad values of dervatve fnancipd inslrumenis
togulhet with. the retoned amoenls, analyeed by thie Berrn o mslurty and manthly average. The notional
amauitls, which proveda dn mdcation of the volurmes ol ihe ratssdlons aulstending at e year-end, oo nel
nacessardy malact (e amaolnis o lulure cash flews smwalved. Thie iofal rabona! amounts pee nof adicslve
af the Bank s gxposure & Gradil nss nor markel nss

Tha Bank has a pul aplion srsag fom s edslieg masler agreameant entened inlo by (ke Bank relating 10 8n
assocated company. Tha terms of the agraemeni g the Bank a put aplion thal 18 cxprcisablo from 2073
armwisds Tor the ermaming fern ol e sgroament. The puol oplicn gronds e Biane the Sghl (0 fsoeis o
payiriend in exchanga 1of i shsdes o year afied he option, bised an gfe-cetesmned lormulas incleded in
tha agregmant As of Decombar 31, 2003, the estimatad fair value of the cptan s approssmately S8R 108 2
rmdion (2012 SAR 14 t mitton), amd as nal beon inchded in e lablo Below

¢l Dereatre inancial instruments are summanzed as follows:

Hobanal amunia By inem Lo malurity

2013 [SART0D)
Fosicyd  Hogative Motonal Wanin 3 312 1-5 Dy § Manirdsy
Paff waliss  fiif wihow  Gevounl  mocdhs  moniia  pears  pears  dvisage
Hele o8 Paching
Formard dorsgn dactarga
ronhipcty BT ERE S HALS AR RESRIIT 13005 E + 14T AN
F prusgn mchange optang HZ % 5E TEILAWM [P L] maoa 1T TS . AL 44
a0 B0 TR ST ELR K 0.80% 2.590,000 + DG FRUTE V.G ) PR L]
Haie] @ Lmr vl Fedges
el LR T ] LR aa.my 2.l 25T ITE.000 FAT N0 V.MERART J 3135 53
T it TGRS TTROSD 13 AE1R SARBRAT 7 FO0.084 3.&1]? 1. faddl 930 E.G43 132
Hosomal amvurds by I6m § maEurg
2012 (SAR 030)
Mrintram HArEr- e B S e ) =13 1-h e & Klonthh
Fast wias g :'.IE: L - _rrlml"n =aritha _E: _ymars = aeprace
Hade] tor Fpridng
FrrmairT] 4onssgpn @ncn e
ronbmcts TET 12k THEHTETRL 1 TR &R Pk [ 13590 451
Formgn aichangs aplons il ) d. 2T 513037 C LRS-l L Wity 0 03 = H 240 T
Caoamamial alel fidEi Smfafri Ferirho R FL AT T3 D 360 [ FidH #0
Peehd i 1 vl Pedges
Caoamamii Salen /RS R0 LEF- 5 114,587 F Bl 963 d.45% 128 51 TE& £ I0d BEh
Tulsl TH B 1dd 348 5 TERBES 3 T7H G o - I e ] 5J 515 B

The giens dunng the year an hedging insbuments {or fair wilue bodges éone SAR 22,7 million (2012 lesses
ol 5AR Z1 8 mullign ] The losses on hedged dems alnbulabe 1o hadged wskowere SAR 247 rmillan (2012
gansof SAR 51 & mikon)

Thie rel raeegistive lain vales af o0 detrdalives 15 appagmabely BAR 455 milion {2012. BAR negalee 62,7
rhillizn)

Approcnnalely 679 (2012 B5%) of he posidiva foir vofue of the Bank's detvaledes pie enlered mto walh
famsal mslilulions, and less han 20% (2092 76%¢ of 1he positve loir valae coOmtracis aia valh Ay Singha
counigdpany at tha consphdated statamant ol finpncal posibon dade, Dpavatvva pelvibas ara mainty camsad
o urdar ho Bink s easury Segment
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1Z. Due fo banks and other inancial instbitutions

Dl 1o barss and othes ingacal inshitutons = summanzed 55 follzes

2013 2112

SARG00 SAR T

Currnt scounts 81,313 45 807

Hopurchans agreamenls 4,207 664 4 DE& 459

Maney markn! dopasits 5,254 255 2 153 4749

Tl BRI 2XD GeRg Od S

11. Customer deposits

Custamar dapaals are summanized s fallews

013 Fo1E

__BaRWO0  SARTI0

Dzt 13,332,031 9557 549

Smangs 641, 354 558 124

Tirmea 42 111,729 29 BER 407

Chbers 858,713 4048 457

Talal 57,043 847 0473 571

Ture deposils include depoats agaitsl saw of secuntes ol SAR 1541 milon (2012 SaR NIl wilm
agreemenls 10 regurchase tho same At fieed feune dasos.  Ofor customar depesds include 548 411
rrdlion (2012 SAR FT3 million) of mangrms bald for imeescable commsmsnis

Tha above amcurls inslisda farah currenay depoails (equivalant 1o Saud: Riyvais | as felows

2013 P
SAR'OO0 SARTOD
Disirignad 108,770 378 528
Smangs 40 921 104 182
Tirma 16 55 126 6,835 356
Cabisrs 03,385 E& 896
Tatal 17,043 202 T 406 262
14, Other liabilitios

[Jthar hakslilas are summanzed s faloss
2013 Pt
SARWQOD SAR A0

Acorusd spacial commisaion payabla

Banks @ oflver Ftanceis ststiulicns 15253 5822
Cuntormnr deposis 141,050 125077
Todal mocrued spacial CoMm=S5ion payabia 154, 303 13 09
hl‘."l!_'||'||r‘-l|'.'l fav walue of derdntwes (ot 11) 295 020 142 348
End ol service pnd alher emplopes - relnfed Gerefs 152, 748 340 897
Actrund aEponses and oEhar resnrees 317,953 164 473
Delermsd spacial commession ang laa inoome 4 HZE 148555
Al aiber habostas 123700 _58 330
Tednl 1,370,559 1,005 208
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for the years ended December 31, 2013 and 2012

15, Term loans

Cn April T, 2008, the Bank ardered inla 4 thrae-year tim loan fachty agreement Tar an amaunt af SAR 500
mullign for ganeml corporate purposes  Tha facdty was repaid in Apnl 2013

O May 30, 2011, he Bank sntersd inlo g Faeyonr madwen feeme loon fachly sgeessmiens for ar amound af
SAR T belion lor I_IEf'lEllﬂ' COTOONNIE Pl plsas Thea "H-L"I-'.j HGERAS ] -‘ulj' utfizen pnd s r&ﬂﬁ:.lﬁtll!' m ME!‘
2016, On Jisng 24, 2082 tha Bank anlered imlo analher fee-yaar madium lerm lean lacilily agroement {or
an gmount of SAR 1 bilion for genetal corporale pufposes. The fecilty b besn fully wilend and s
repdyalie in Septembar 2017

Thi tarm lzans bear commigsaon al vanaben rabos. The Bark has an opbon 1o alfect eafy repaymand of the
term loons sobjecl to the erms and condilions af the retabed pgrecmients, Tho agroements atiove mcude
covanails which requine mamienhance al cartnin ficancial ralics snd ofher regquirernents, weth which e
Bank i in compliance as of Decembar 31, 2013

16, Share capital

17

1.

The putharzed, ssisd and lully pad share capilisl of (he Bary corsists of 550 millioa shares of SAR 10
each The owrership ol the Hare's share capsalis as 10%0ws

2013 20143
SART0 % SARODD . W
Saud sharchaldars 4,950,000 a0.0 4 950 000 800
Faoree) sharsholgars
4P Mesgan Inlarmatann’ Fiance Limiled £12,500 7.5 4492 500 .5
Kiruho Carporailon Bank Limiled 137 500 2.5 137 500 a5

5,500,000 100.0 5500000 100

Statubory moseng

I mccardanog wilh Saud Araban Barking Conjred Livw and the Adicles of Associion ol lhe Bargk, o
rrmimum of 25% of e pnnual nEb ireome s feured i e anslerred 1o & !|lEI|.IJ|I.'II'!|I regErye il e
reserde equads ne paid up captal of the Bank  Accosdingly, SAR 32 mllion nas been oransferred from
20000 nel income (2012 SAR 2208 milkon). The stalutory resama is nal avalzbio foe dintrfiulion

Commitments and contirgencies

a) Legal proceadngs
A5 of Decamber 31, 2013 there were mouling legal proceedngs outetantang ogamsl lhe Bank, Mo
predision has boan mace 1 mast cases as prolossonal gl advica indicates that i s ol probabin

thal any sigidfican] lass will anse.  Hosantr, 0 prosvion ks beoen made [ar cefoen spocdic Sidis
whia inenagement foreseas b possbilily of an adwerse oulcoma.

by Chapdal commitmeants

Ancal Decamber 3% 2093, e Bark had coagulal commidmanls ol SAR G7 B milkan {2092 SAR 1.6
frimang m fasgech of Corstruction o v Branchas pnd BapAnEaan ol s haad oflwa

ci Credd relnfed commimenta pnd conlingencies

Tha PRIMary purpoess of these amsirements 15 o ensua hat funds are svmilacla 1o @ cusiomar &5
o
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18, Commitments and conlingencies - continuoed

Gunrantes anag ‘5|-3rl':|t|:f ntiers of credit. whioh reprosen] imovoCabeD ARSUMENGES fhat the Bank will
maE pinranls in e deent had @ cusiomer camnol meet ks chligations 1o third parbes, carry Be sames
credil risk os Bans and acvances Cash requaoments undes guiaraiiess ond alandiny ellers ol cedd
are considerably less then ihe amoent ol tha commitment bacause the Bars doss ned genarmly sopack
tha therd parly to draw funds undee the agreomani

Documentary eters of credil whch ane wrillen mderiakings by the Bans on beha® of @ cuslomen
Auinornng a thed pary 1o drase drafis on e Bank upio A sipulsied amounl nders speedic ferms ang
sondiions, we genorady collatesalized by the ungerlying shipments of goods 1o which thoy malaln ang
theralom: huee sgnilcantly lass s

Accepiances compnsa undedakings by lhe Bank to pay bitls of exchange drawn on customens. The
Hara oxpecis most pocopnnoes 1o be praanied bofom being raimbuersed by the cuslomers

Caminiimants 1o exlend otedi represenl s unesed pomon ol auibotidabors lo exiand credil
prircipally o ine form of loans and sdvances, guaraniees and leters of cradit  Wish respeci to credt
nsE on commibments o metond crodit . tha Bank is potantially oxposed 0 a less in anamaun! equal o
T folal uraised carmmdmonta. Hoeweser, e ety mmoanl of losa. which canrat readily b guatiiliea
=L Eapecied 1o be consarably kg than 1he lolal urused comamtment as mosl cenimilmants 1o axtand
crodit are conbngent upon cusinmprs moentaining speciic orodil standards. The tatal owstangog
comitiimanis 1o exietd cadd do nol necessardy mmprosenl fulurae cash requiremars, as many aff
s codpmilananls could enpire o [Enirrals wihoul Ijell;ng Tuseded

i) The cordraciup! malunty struciwe for (ne Bank's commitments and confingenceas iia as lotlows

2013 (SARDOG)

Wilkin 2 312 1.4 Crwer d

maring rnarifm PRAFR yRAA Total
Letters of credi 1485807 ER4.OTT 327468 = 1707 442
Laonrs of guaranies 1510107 3,114,857 264505917 (R Th] T.352 303
AprHIANCEE 454 502 E4£] BT 5,541 - 1,104,012
Irevocahie commitmenty 1o afend oedl i = &TT.ED6 41,721 H10.%30
Ttal J468 506 4842 R0T 1 FTHE0A 3100064 11603085

S01F (BAR GO

Wikn 3 3-12 15 Crevr &

menitha merilha Ay WRiIrs Tkl
Leserm of credi t,0d3 25H 258 670 304858 t &5 (54
La=nrs of guarantas .52 1 2 38T 142 TEL)SHT 1811 5 20 55T
AnnB LN XI5 T4 Gl £aD 34L7 W7 ThS
Ireocatile corrmitments 1o esterd credd 202 Bz _THEEHZ
fatal 2ES23%7  LEBEAOT Q93tsay FRdnin # s OE2

The oulstanding umusaed pocton of commitmaenls os of Decembar 31, 2013 which can be rovoicod
wnilitesslly af any Errae Ly the Bank, amounts o SAR 17 675 méhon (2012 -SAR 17158 millien)
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18 Commeaments and confingencies - contineed

] Thi dmalysis ol commibinetis and coffngenoss by cowtlerpoety s as lollows

2013 2012

) SAR'DH EAR 000

Govemman! and qeas-Goenmont 5H2T 479 4 A0, BRG
Carporal 5,271, B84 2913 305
Bt ard olber Tancial msilulbons 325,750 193 437
Ciifists, 266172 A6 Ea0
Todnl 11,693 085 7 7495 DEZ

di  Assols pedged

Secuttes pletdged ander regidrchose agreemeanis with olber banis inclisde cotporate. bank and o

guvemiman bands

Assats plodged as collatoral walh alher fnencal instgutions or securty arp @s fodoes

A3 SAaRmN0) 000 dM2iSAROD)

Related Felalod

Assots Liabiltias Azspty Liabilsus

Aoatlable fof sale cieisbmisits 5.575,047 4,191,640 & 137 A77 BB 443
Hesid 10 malurily inyasirents 206,230 156 024 208 124 205316
Tolal 5,781,267 4 ST 64 A 353 501 4 DEG. 458

ThHa Pedged asssls preganied m he aboon Inba are Ihomn Minmncal nsseds thie Mgy be rnp‘ﬂmjnd or
resokt by counler panies (o whoen thay Raws bosn imirslored.  Thosa framtnciions are conduciad
undar banms that a2 usud and Cusiomany (o slandard secunbas Dodronwang ard lemding aciees, as

waill s roguirements delerminagd by crcharges 90 which tha Bank acls as an intormediary

g)  Dpseraling Base cammilmens

Tha futura minmum Ioass payments undor nan-cancedahln aperaling asos wheng tha Group s o

legsan are e folloes

2013 2012
SAR'OD EAR 000
Less than 1 peust 27,635 27,348
113 5 yaars 75,282 i, 366
Creisd 5 pisiirs ?E.EB-H 18 908
Tatal 181,155 120,641
10 Spocial commission income and exponss
SE-L'I:I-H' COPMINSSIDN MOOMe and BLponsg & summangzesg a3 folipws:

2013 2012
_SAR'O00 AR 000

Sl comrimssing sooma
Awwiabie for sale nvesimenis 352 925 zi5, ot
Halg 1o maturiby imvastments 30,478 1,067
Total spocial comméssion mcoma for invvesimends 185400 £46, F50
Lpsing ard sdwancos 1,420,347 i 202267
Due fram banks and alher inpncal insbtutons 80,441 41,801
Tatal 1084 161 580 86
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14, Special commission income and expeasa - contingaed

2013 2112
SARORD EAF DD
Spacial commssicen axpenns
Custamer dopaes 380,195 76,538
D 1o sanks and olher ingncoal inshlubons 101,950 4R 2EE
Tarm kars 36,90 26,070
Tatal 519,179 a8 8|1
2. Fee income from banking aervices, nnl
Far incomp fram barking sereces, nol & summarizod ps falloas
2013 012
___SAR'DDD  SARDDD
Fend ineimis
- ahare lradeg ard luthd managerienl 82437 B 4BD
- Traoe linance 9,561 73 5B5
- Corparale ard satml Bnance T 26 128,356
- Giher banking services 3886 sz0n2
Tatal fes sicoma 420,430 198 479
Foa azpansa.
- Custadinl sprvces 20,146 FAT
- (her banking serdices 6,07 2118
Tatal foar owponse 26,225 44.3bb
Fea intome rom bamkid sersoes, nel 394,205 35107
21. Dividend incoms
Drandi=red micame s summaresd s olless
2013 2012
SAR'ORD AR 000
Chyrderncs recaned Trom avalnbile [or saks imeesimants 21,963 16,281
2. Gains on non-trading investments, not
Sy on nomErbding rnistrmenis, el 0o sarimasieoed ns folows
Fiiek K 2012
SAR'DED SAR OO
Gaing 157 604 0624
Iimgarmient resaneg favardaly Q0,000 8,000
Lasses {39,431 17753
Gaing an ngn - reding indesimeands, raf 158,175 20873
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23, Componsation and related g rnanca and practices
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(o]
N

As muirgd by SAMA. The falkseng lablk semmBreas the Bank's omploss categores defingd in
scoordance weth SAMA's rules on compensalion practcoes W oincludas thie dotal omcants of fxed and
SAMALE oomipEnsalion pl'l-'n'.'l ] El‘ﬂﬂll:ljﬂ'.'eﬁ- arsd he fornss of Sgch PpTIERIS ard @lss inchetes e varnbhs
ang oihar Compeneplon accrucd, gng Qiner e o penafis and ralpted gxpengas yrred clenng b
watnrs ardod Docamber 31 2113 and 2012

2013 (SAR'OE)
Category Humber of Fixad _Variable Compensation .
_ Emplayees  Compansatian Cash Shares Total
T i Ci i L Lh S S
Ea&kA ra cbechon 15 Fausz VITE 3,285 185438
Employees engaged n sk
Lk eEralss 117 51,313 10 504 2,778 11 372
Emplnynes engaged @ conkil
funchoas TEE 18,763 7512 1,736 g 2ad
[ LT e R 2 1,08 189,716 26,298 5411 A Tag
Outsourned employmes 5] 190,631 2.174 14y 2357
Tatas 1481= 121,315 50, 753 13,391 T3 1a4
Wanobés apd athes compensalion atorue 31,000
Oiter ampoyes bsnafils mnd
nelpled pxparaes 55,705
Total salanes and employee
relaled sroeres A0, 030
JN2[SARDMN
Calagory Kimbae of Funigd Wi blet Compadatan
Efti papadrs a8 te aalk Sargs Tl
Snigr BrecUlivEs rEGUTING
SARLY Ay s cln 14 I1.LED Bk 2470 FEE ]
Employnes engaged nonsk
taking attrahes 2P 13,893 E 683 1,566 228
Employpies ongegid & cantrel
LT i ea =1 x2.3M148 E #Bi 1, &7 T 361
Ot ampicyeon 5oG T2 47T Fi-1 1 3,180 24 2
Chutgourised gmplpaeey ER 10,358 1 i i) 1 A58
Tilam 1253 255172 &5, 056 8456 53 £02
S —
Watinbls and ather compensation anced EA.BER
Other ampioyes banefits and
relaied arperiss B o N ik B
Tele saating all eriployes
rirlaind EuDaTE ae1 B2

The Board of Direslors of the Bany has estabishod o Maminatien ang Remancratan Commiios (tho
Commesies) which = coriprised af four boand mermbars. The Cormmiles s primidly tesponsibie lor
recommending appoinimanta io membership of the Beard of Direciors and Kay exaculives of tha Bank in
comalienca with the Bank's Comporate Govomance Giedeines, compleling annuad rewess for tha
riequiregsisily of suiatle skdls and mdependence Tor mesEnbecsbup of the Bank's Bogrd of Deectors,
feviewen the structe ol Ihe Boad of Dieeciors, eslabishing poscsas far (he compersalion and
remunaration af mempars of tha Board ol Cireciors, and awersepng ine Bank's employae compensatan
sysiem's design



Notes to the Consolidated Financial Statements

for the years ended December 31, 2013 and 2012

23, Componsation and melated govermancs and prachices - continued

14

&,

The Commithe: = also msponshio to recommend {0 e Bopd of De'ectors the appeoval of ihe Bana's
Compersaban Palicy and any emendments hemin, 1o endure the Bank's remunarton polices ang
comphinnca with SAMA quidelines oh compansation o pancdcally reviss e Bans’s somunsmbion mmd
compensation poalicy, 9 ovaliale prackocs by which compensatyn s faid, and B doftemang tha
petodritinca bomaas far the Batk's amployecs Based o the nik adjusled prof of the Bark

The Hark's Remuneraticn and Compensaiion Policy s desgred o abtracd, roten and matepte kagh
potEnkinl employesa. Emplopass porbcspala in vanows eariisbia pay arrangements. . Discralionary yantakia
pay as wall s liked pay revaws arg dependent on the achisvemanl of obeclives. The Balancad Scorecarnd
cancapd 8 usad and obactives have Sypeenlly been calepanzed mta faur gegmenis ncludng finpncal,
cusiCmilt. procass, and peophr

Fnancaal and nondfirancial mainics aqe than ueed 10 mepswes pedormance agans] e obdctves, which
inchadn profifabdity, ceponso conlrol, custemgr spticfacton, omployes desslopment, lending quistolines,
imlertal contrals and procedures, Effactsie fak mansgemeant o alsg emphasiad s mairdas o slreag and
soCure operahng plabionm A& sk Appeiie Polcy kas boon esfablshed and complance tharcio is say b all
remunaralion decisans inchahng varmble pay armangemaenis

In addan ta tha abave ihe Bark's amployads are aacouraged fo paricipade @ amplepas shom savings
anrd smocenlve schamas Corain empaywes ma also cavored undes 3 Koy Empioyes Siock Oplion Grand
Plan

The Barw's subsidiares have adopled a simila’ approach ba rémuasration and compensation praclices as
described abose. mchading policies vathin a famowok of pradent sk managoemanl

Thi labal ameoust of campientatan pad 13 key madagermenl ot e year eaded Decenbar 31 20135 was
SAR 4h4 mikon 2012 548 431 miton)  The posl empoyment anelis aconied or paid b key
maragomend foe the year onded Docomber 31 300 was SAR 3.0 millicn (2072 SAR & B milkan)

Basie and diluted eamings per shara

Bt avnd dduied parmngs i shane foe the years anded Deopmbar 33 2070 and 2012 are clculaled by
drrling (e nel moama Tor he year aiributelie to the esuily holders ol thie Bank by 550 mifan shares (saa
Mala 16)

Proposod dividends, zakat and income tax

it S0 3, (it Board ol Drecions oropased & cish dvsdend ol SAR S840 milbosn egquie! 1o SAR D ET pir share,
rel o Fakai o ba widhhald frean tha Saudi shareholdars fotallmg SAR 275 million. Tha Board ol Dreciors
has also proposad 3 bames shane ssue af 50000000 shases with a par valup of SAR 10 par share, of one
bonus shane for apch elyon shares cufslandng. The proposod cash dividend and bones shaore sswe will
B prasanled lar appeaval in g I'.‘tl'dil'!-ﬁl‘j‘ I'._“IEII'I-EI'B'-l E’E.‘I-I':III'II'Jl!.' I'I'IEEling erpsacied o corvensg in 2014

In J013. The Boaed ol Direclorns proposad a cash dasdond of SAR 05 milion equad [0 SAR 0T por sharp
rieel o Tt 1o Be wnthheld from the Sauds shatebiokdes olaling SAR 31 6 millan. The propased dividead
veas Approwed by the Bank's shareholders inoan ordinany general assembly meetng held oo Babi 1125,
1434 (cormspanding 0 Mach 11, 2003). The nof deidends were paid o the Bank's shamhoklors
Ehesrann st

tn 2011, the Board of Cwectors proposed a gross cash dsadend o i yaar amaunting o SAR 324 5
millicnr The dradend was egual bo SAR 050 per share (SAR.275 0 million], ples the Zakal 1o be wilbbeid
frarm thie Saadi shatshoddars, gsunhing o SAR 010 per shite (SAR 48 5 milkan)  The propesed dindend
was approeed by the Bank's shaseholders: moan ordinary genesal assembly meeting reid on Haoll 25,
1433 {corpsponding 1o arch 18 2012 The ne dedends vaze paid o the Bank's shamholders
Bharinin e

Ay futire cash dividends 10 ihe Sagd ang non-Saudi shosehoiders widl B pod aftor deguciing Zakal and
ary unreimbyrsad mcoms e, as folows
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for the years ended December 31, 2013 and 2012

25,

Proposed dividends, Zakat and incoma tax - cantinued
] EBaud shgfehsders:

Zakat asintutabla to the Sl enaretioldors for the yomrs 2006 throsgh 2012 amounts (o approximsley
AR TA.4 mdlich. Estimaled Zakal otnbutabhe 10 Shudi shiveholdoms for 2013 & apgroximalely SaAR
253 millieq The jolal Zaknt abirdatable o Saud sharegholders (nreugh 2003 otEleg sppdoximatedy
SAR & 1 omilkon wil be deducied fom jhew shase of ftua deedends The cumulaive Zakat from
2300 thrpugh 2013 amaunts to agprecrmately SAR 022 per shame

bl  Forean shinchelders

Estimalod incomie Toax atfributabln ta tha non-Saud sharphokders far 30170 & approsimntoly SA8 27 4
millezn, Thidre i5 na urneirdnrsed moore U foe ihe pears prict 1o 2013

The Bank has received assessmenris for addbonal Taxal Income iax, ard wihholdng lax lolaling
approximalely SAR 16 7 ommon relabng 1o the Sanks 03 hrough #2008 fakal Income lax. andg
wilhhoiding tag filngs The Bank has fied an apgopd lor thess asstossmenis

The Bank hips recewed assessmams for addiioral Zaksd tomaling approwmaely 568 1B milan relatog o
thix Bank's 2011 and 2018 Zakat filngs. Tho assessments aro primarily due o lho disaliesance af cortain
long-lerm ireesimoents rom tbe 2akal base of the Bank: The Bank, m consuitation wath s Zakal advisors,
hias filed an appeal with tha Degarmant of Zakat and tncame Tax, ard |8 gwailing a response The Bank
along with oihar Sawd: Banks. has lormaly rassed this isseo with the Bank's regulalar for o sabstaclory
rizpolutan o his Sawd: Banking Indwsiry s Al the curmeal lima, o ressanopblo estrmnfon of e diimale
addilong! Zaxal ialahly, i any, cannol be relably delernimed

Cash and cash equivalents

Cash snd cash equvatanis nciuded = 1he slalamernd of cash fMows B compnsad of tha folawing

2013 i

SAR'OCD SRR 000

Caah and balanoes wlh SAMA excluhng statutory depesd (nholed ) 1803055 5 B&E.BDS
Chues i Danks god olbesr Tingncal insbiusons malenng willie nenely

darys Fram 1he tabs of acgiesdion T.09 53 2N TTa

Tatal 11,102 584 E 530 3758

Businoss sogments

Dperaling segmanls are idensified on ihe basis of imemal repots aboul compenents al he Bank sl aie
ragidarly reviewsd by tha Bank's Board of Dwectors in s funcban as the Chied Decision Makear = onder 1o
allecmie resourcos 1o e segments and 10 assoess thoir porformance

Transackans bebwsen (he operaling segments are on nomal commarcial @rms and condilions, The
tevarua from external partes reportad 1o the Boand of Direclors s measumed in a marnar conssdent with
ettt 1R comsoliclabed mcome slalemend Thero are ro maliEnnl seers ol incoeme of Expense Dehsesest e
apetaling segments Segment ausals and hakidibess pre comprsed of operabng sssels and lallbasg

Tha Bank's primary Dusiness 5 conducted n the Kingdam of Saud Araba The Bank's mopostaple
seqgmenls vt as ol

Retail banking
Loans, deposils, arnd oihar cradh] prodecss tor mdividanle and small bo medium-siad busines ses

Corporaie banking
Loans, depasits and gthar credil products for corporate and ingtitutionad cusiomers
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7. Businoss segments - continued
Treasury
Maney markel aregsimests. ond alher ressey Services

Assel management and brokerage
Cealing, managirg, advising and cislody of secarilies servces

Commussion s chaged jo operaling segmenis based on Funds Tronsfer Price rales. All of the segment
Fevatua | Irodn exieimisl cusbamans

a] Tha soqgmond informalion posides? o e Bank's Board of Demctors which insfudes tha mapadable
segimieris for e Bank's toknl pssels ond Rabetites of Decamber 37, 2003 and 2012, s otn) opsrialing
mcame, ol sperpiing axperses, and ret inceme lor tha yers then ended. are oS (allows

2013 |SAR000)

Anknt

Managoe-
Hoolail Carporats ment and
Banking Banking Troasiery Hrokarags Todal

Totn! assets 19,760,596 30,357 070 29 600, 375 TTT 36X A 405 413
Toln sabdnes 10,2383.862 5. 164,030 a5 T3 65 15072 To.24T 633
BRst Spissi COmImSSan

FICorma 534 537 360 Taa w45 130 19,091 1,504 082
Fea incamea Mam Eanking

BOrVsoES, il 130936 FORCTY a5 B5ATT 304 205
Qiher oparaling mooma _wrey  @R0  1BRIES eSS BT ATE
Tedd egerating INCome G el £05,154 613 210 98,13 2,016 60%
Opesaling expinmes balars

sTipairinei chargas 381,258 178,756 135 506 85 055 T 654
IFpasTREn] CRaiges, nel 28 3481 Ta.&0H 24,500 - 125008
Tolnd Spmfiting exprises 408 651 255364 1549 586 ES 055 090 658
reeie rom apesaling

aclivilies BEIT 348 5390 4ra xzd 33,68 1,126,009
Shata o aaimings am

associntes - - 160EIS - 160,825
Hant inGoma for the yoar 240,537 144 540 £35 144 11,158 1,208 834
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£7. Business segrvanls — Sodqtlinuad

7013 {SARGOG)

fnnal
hlarpge -
Rt Corpasnbe Pl @
Bankng Baruing Treasury Bicasrage ) ==
Tole pssnts 14.632. 160 22004 02T 41,361,786 S5H BT £ 0656 650
Toti! labdtss 18,073 387 5353 447 30 30 AT 41 164 45 GHT HI4
Ment npecind commissan
FiLama 5% 098 1949 5BY 48 TR 14 67 1247811
Fae meome fram banking
EEnenes, nil 124587 T80 Ll 432 Irs1o¥
Qilher oparading Mcamag 11,631 15 MG 45.238 a7 184562
Totnl EETAImg Intome E&F T a0 LE3 a74 441 5H Bd 1,721 60T
Dpesaling expongas balors
mpairmen chargas JE0.¥FS 104 PG 23259 FAA1 932 Qi
fmpurmean] charges, nig o4 461 L00.513 E9.00R a4 00d
TolRl Gpafaith] Bxpefises 458 I 50 250 11 28] B 331 a5 QBT
Incoeni Irom aperaling
Activilies 252,410 310324 iorJeny | 10,535 T84 520
Shata m eamings fom
FES0CINE * + 146.597 . 146 517
Biat moome Tar he yant F57.470 350 374 135 705 10, 535 At70aT
By Tre Bamk's crédil @xpagure by Busnesg segrsant & ag ks
413 (SAR'DOD)
A
Ratail Cosparabs Manageomant
Barking HIHHEE Troagiery and Brokarsgs Toaal
Stainmnnt ol comsobcaditt
Lanrul pod o 0ages 16 469 537 FRE2AFT 28,054,766 TIP3 75141541
Comrmitments ard corfegercies 4 469 THY 5,081,288 230,514 . 0504 &7
Charsidtvea * # 00,561 + 00561
it {EAR 000
P
R Corpiras MarpgeTiged
Banking Bari=rig Tigsdluty ol Brgkorage Totad
Striemant ol comsotcaing
Lanfgil pOdton adeets 15 922 454 M ETL M 15633970 531.571 4l TBh A28
Comymitments ard corsngeroies I 042 Fas 13060, 4F B Lan 1478 541
Chaita trapsy - - 126 360 - 126 3500

Cradi BXEUrE  COMpPIrEes the TG walse of consoldaled statement of linanog posiion - agssats
aaclyding cash and balances with SAkis progorty nnd pquepman! and cther gesels. Tha credit eguialent
whlue of Seersniimants, camingancies and dorvitives are mstadiesd ol pxpasurs
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Crodit risk

Thiz Bank manages axgosung 10 chedil nsk, witch & the risk thal eng pany o o inenceal mstnarman] sl 1
o dischege an obbgalion and cause the other pady 1o incwee a financial loss Credil oxposiees. arinn
pincpaly m lBanding actvidics thal lead b lbans and adeancan, mnd mvastment pelivibas Thism = also
credd ek ol-slalement ol consolidaled  linoncal PoEAIEn fmancinl mstrumeants. such o5 loan
Eomrtmenty

The HBark mssosses the prebatslny of delaut of cowmerpanes usmg e raling ools. The Bars siso
uhes the ariermsl rasings of major rafing agences, whera available

This Bafk ssaky b eortral eredil risk by manidonng crsdil eaposanes, i tramtachicns wiih specific
count@rpartioes, and conbnuaty pssessag the credtworthiness of counlerparties The Bank's nek
mamagemien pohces am desigoed 0 dentdy ard 10 sal pppropriEn rsk Bmeds ang o mandor 1he rsks
mid adhetence b s Aclund exposures adgamsl Brits are rowtinedy aeshilared. In cerlam cases. he
Bank my #as close cul fransachons of assgn tham to ather counterpanies lo mibgaie credd nsk Tha
Bank's cradil risk for demwateees repmesants the poiental cost to replace the denvatee confracls if
counterparties fud 1o Tulfill fhear obbgatan, ang to conirol the el of coodd neik tvken. The Bank psspasas
COUNIERaEmes using 1t same lechieues as 1or s lE-r'lI!H'II',I AcksTies

Corpentratans ol credil riss amse wann g onumber of cmlerparias ae engagied @ sméar buysonss
b, or activibes o he same geodgraphic regran, af have Similis stondmic fealures ihat wowk] CEwse
Iew abslity o meet coniraciual oblgatiors to be similarly aPecied by changas in ecoromio, polmcal or
pibws corcibons Concentrabons of credil nsk indicala fha redalve sensiindly of the Bank's pericemantn to
direopereals alfesting o parhiculad mdusing o gocgraphical lozalion

Thie Bank seaks lo manage s credit nsx expesume through diversdfication of lending acleatsas fo ansure
Pl B i Al undsl Soacamirdlon of fisks vl mdsecluads or greups af cuslomors mespecific Incalions o
busnass ] @o e codalera wieriver .!I‘.'I'I.ill'ﬂr.'ﬂlﬁtﬁ Tha Bane aled seely addilional cosalery) Tom the
counterparly as so0n as enpairment indicators are nobced lor the relevant edvidual loens 8ad acvances

Misnagesent mandors thi markal valee of callazeral, requesis addibonnl callaziral m accodance wilh o
undetyng agresmant #ad meniloms (ke market value ol collateral oblained durmg s e ol the
pdoqeacy of the allpwanca for fmpairmens IGsses

Thie dial secuntas incledad o b ireesirmaenl L-u-".'fnlu a2 I'I1I]-¢1|j' Soporite and SorviEhedgn ik ﬂlill!'ﬁ.-ﬁ
ol ineastments by counfer-party = prowdod o Nele & For details of fhe composifion of lzans and
mibaninens mofor o Molo ¥ Infarmalion on cmedd resk roedating 10 demealsae mstruments is provided in Sote
11 and fer commtrents and ﬂmlung!ﬂms in Mot TH That iplosmatoa on e Barik’s credt DN Llf
pusmags E-E'ﬂﬂ'IE"ﬂl = QivER i Maota 27 The inlarmaton on credi nsk @xposun gnd thar alglive maguialsd
rink wmghts @5 also prowidied n Wote 14

The Bank used @ credt clagsdicalion HYRIBM A5 & ool to Es8ED IN mansding the gualiy af cred rigk wilhin
thiy tpnng partfoo. If mantaing classificaton grades that diferenhale bobvoon podoming and impaired
parfinkas and allocxes potlobs provasions and specdic provsadns mspedively. Thae Bank debormines
gach mndredus bomowar's plade based on speclc obsecive and schjectve nancal and brs=ess
EasassmeEnta crilana covenndy dabl sanaca Er'ﬂﬁmﬂllﬂjl. ligqiedity. capstal sinecurs induslry, managemant
gualdy, ard company slandsg. Thn Bank cordducts o qualfy chssificalan axarcisa ower all of &5 exisling
borrowers and 1he resulls of (s eraicine ore eolidofed by he independent Rl Mansgemer] Ul
eslabishad within the Bank Tar al purpose

Thie Bank regulndy moviewn il sk monsgemen] peices and sysiems 1o neflec) changes in mimkeds
producls, externg economiz anvircnmant smeaging best practices, #nd regulaiony gudanca

Financial Statements & Auditors’ Report

ﬁ| ANNUAL REPORT 2013



Financial Statements & Auditors’ Report

Notes to the Consolidated Financial Statements

g| ANNUAL REPORT 2013

for the years ended December 31, 2013 and 2012

Goographical concentration
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Cradil l:ql.l'l'ilh‘:l"'l amounts rellect the pmounls 1l sasall rem H-H’l"lﬂlﬂhl'lg e Bank'e oll-slalement of
consalidated financial poshan amaums irio Eha nek equivaient ol loans, UsiIrg cedl Coneersaan fRclars
prescribed by SAKA The credil canvetsion Tactar is smtended (o cipbure the potenbal coedil risk rednied
1o the exeicse ol Uaal comir el

o

eridi] losaes @y of December 31, 2073 and 2012 are erdidaly in the Kngoom ol Sawd Aratea
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. Markol nisk

Workel rink = tha rees 1Rak tha Tair valoe of fute'e cash Raws of the fancind irsiroments sl Nestusts doe 19
changes i markal warinblas such as commissan mtas, {oregn exchanpe rales. and aquity pnces Tha
Bark classdies oaposwas o markat msk aig aither raging or bankang-book

@) Narkst nsk-lradeg bocs

The Board of Direclors has sel imits fer ihe socepinblo layvel of fsks N mansgng e rading boos Tha
Bank curmently has Irading boak espasures in foregn axchangs contracts and commissan rale seaps

bi Ahirket tak-biaskeig bk

Markel rbke on the banong book Moy anses [iom commissoan ole nse, qedity sk, curancy fss and
ety prot sk

(1] Cammesicn rhbs mh

Camemission rate rsk adses rem ihe possdslity that be changes = commssion fales sl glftect enher the
tpir values or the Tulure cash flows of tho Foancial inslrumonts ard obigatlons The Board of Dinocioms has
astnblished commission mie gap mis o stpulnied petiods. The Bars meditors posticns ard  uses
hiedging strategas (0 erEwie mananpce of pestions within the eslabished gap limils

Tha follwng Lible dipdts tha gengilaly B0 a fersonobly plobwble change in commission rates, wilh ofkar
woriatiag held consiand, an ihe Bank's consphdaied meama simsmet? of equity. The feasorably plaimibee
charge & estemaisd based on the releant sommissan mie mavamants durng the Inst fe years (200HE-
20131 The reasonpoly plavsibio changa = estemated based on the relrant commission mie movomoniy
dunng b lasl feog years (2009 = 201 3). A posilive eflect shaws a polontay net increanse in tha consalidased
iACOma of aquily, wWharens 8 negalye afeet shows a podental el redushon o canool<atad inRoome
oy

Thet seradmily of et special cormrmssion incoene 5 e elliecl of e assumed changss in comemssion rides
an the nel commisson ncoms lor ong year, basad on [he flEabng rale non-ireding Faancind @ssals ang
financip! babities hold as ¢f Decoember 31, 2013 and 200 including the affect of hedqing instruments

Tha sersiivily of eguily - colculvied by nivalumg the Faed mie ovainbile for sals financol assels, imduding
i aifect of any associgied hedoes as ol Dacamber 397, 2013 ard 2012 lar the gtfact af assumed I:I'Iﬂ:ﬂgl!l'!
in cammassinn ralas. The sensdivily of equdy is anatyand by malundy of 1ho assal or swap Tha orling
banking bobk cxposiros are mortored ond anolyred by cerency and relevanl seosisetes and o
dischosad i SAR ihousands.

I SAR GO0 2013 Sensdivity 0f Couty ISARG00]
Senetivsty ol md
Incroass wpecial
(HECToanE commissssn & mosniha [ AR 180§ Craar
Canrancy n bass PO or WS maeriihs FRaArs L G Total
5AR +thM 04 1824370 5 DO5%'=TRE -3 968 HEND 20 Liad+ 12 30T L3 %01+ 51 555
(E-TE] +hDy- 18 GO e 1R 2T 2+ -BIR=1EEF 31 4605 G5 52 Mt =D 404 2 TiSe 85 M5
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Tha Bany Manafes eapasurs 10 1he altacis ol various risks assahinted wilh uctualions o pravailing leves
od market commission ralos on s fnancal posiban and cash Nows

Thi= Boand of Doreclers seis limils on the eyl of mamalch ol commessicn rale re-phong thal moy e
lndefpeen. whish is monilored By the freasdary deparmant

This Bark is expesed io comimssian sate risk o3 b resull of fausmalches of gaps mhe armounils of assets
and :abittas and off-palance shest nstumanls thal malure or re-pece in a gewen persd The Hang
manages this nsk oy mpiching tha m-pneing of assels and linbilfies hrough commessicn malo nsk
management sixabimes

Thix §adles bedow summange tha Bank's ocpasure io commission mlo reks  Inchided in ke tables am the
Bank's assats, linbites, pnd afl-boiance skl amounls, calegarized by the sadiet of coniraciual e-pasng
o miplundy dies:

#0713 (SAN 000}
Rz
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. Markot nisk - continuoed
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The afT-bindance theat gap faslian epresents thie nel posionsl amounts ol detsabee Bmancin® insrumesis
wiich e usad Lo fmanage commissaon rale nsk

(i) Curreney rss

Cumancy risk represents the nsk of change in (b value ol inancal insiremionts dua lo changas in fofign
exchange rales. Tha Board of Chreclors kas =0t koits on curmency posdions. which are mongoed daiy
Hesdgirg slralegens am also used 10 ansuee ths? posticons and markat rsks nte mainlained within e limils

The tabée polow shows the cumencles 1o which he Bank has g sgndcant exposre as of December 31
AR and 2017 on ils Banking book esets and liblines and farecasiod cash flows Tha labke depicts hie
elect ol n remsanebly placsibe movermenl of thi corency rales agnns! the 5AR bamesd o Hissosical
BUMEnDy Tate movEments, ssih olhes vanables hes corslant, an e Sonsaldated wicams (dos o he
chiange in ika lalr walue of the cerency senstbve bankng book assets and liabdilies) and eguly (dus o
chinnge in far valee of currency saaps and foraard foreign exchange contracts used as cash low hedgen|
Thi I'Eﬂ!‘.-l!lﬂtlly plausinie tr'llll"ll;'lt g asbiraled based on Ma rEsvant rnre-_gn E-.l.ﬁl"-ilﬂuﬂ- rEle moverEnis
during thie Lasd five years (2008 — 2003 A posilive aflecl shows 8 poteabal nel increase = (he consoldated
moamn or ety aharnas ooaegateae oot shoeds o podentinl red roducton in consalitaled incomae ar
iy
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for the years ended December 31, 2013 and 2012

0. Markot risk - continued

Currency Exposuros Change in Currency Effect on Mot Insome Effect on Equity
a3 of December 31, 211 rafe in % DL ] LS&E D00}
LUED #1 O7T.0 D STR=13H =7 0B 3t
LR + 13 TV G =733 +37 B5TA30 763
GHP T B2 1S & ETHT A0
Cattersy Empaihes CHatgs i Cairensy EYecl ot Ml Ircate EMesl o Eguly
& of Docwmmbar 31 2012 radi i |SAR D00, s SO0
UED 40 0.0 03 SEabis 158 7 M%L2 I8
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GRP il A A . ) -

(i) Sumancy posidion

That Bard monagies dnpotune o the slfects ol Tecluatiens in prevading loreggn cumency exchingoe rides on
its fipancial peedien and cazh llows. The Board of Dvectars sels imils on the leyvel ol edposare by curercy
and in tatal for boih avarnghl and inlrm-gay posEans. which are mandoned dady & tha and af the yoar, Thie
Bard st 1he [olowing sigrificieht fel exposires denaaanalied b (aresgn currsndes

S Dol
Eum

Poed sieting
o AN YN
A E Dirfvam
Oihizrs

(] EQuily pce nek

013 2082

SAR ODD SAR 000
Longiishort]  Longisnart]
(159,87T] [512,265)
280 52
[61,797) 1025

a3r (334)

5,240 483

[ 19,165 4 @27

Eguty sk tefgrs 0 e rsk of 0 decresse i lait valees of egutes pnd mutual funds n the Bans's
inveslment porsiolie as a mesull of reasonably plausibis changes o levels of egiedy mdces and tha value of

indandunl mversimpnis

Tha todowing 1apla depicis tha offoct on ihe Banks iméesimards 0 oquies and mutaal funds fnom s
reasnrably plausible chang momdovant indsois. with othar varabios hold constand, and the related offocl on
that Barik's eduily. Tha regsonably plisuble changas i rednsinl mdices are astnuded. basad on the
ralewant dices mepdomants cuting e ] frod rars (2008 - 2013). A posbee effect showes 2 polandiod
increase N consoldaled equily. whareas a negatve aflect shows o palential decraase i consalidabed

ety
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Notes to the Consolidated Financial Statements
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for the years ended December 31, 2013 and 2012

Liquidity risk

Liguidily mk s ke risk thal the Bank: wall gocownter déficully in moeling abiignfons associaled with s
finnnciod lindilitlen 1hof are sefled by dellvenag cash of ofher linoncial osseds. LguidSy fish cmn b chused
I'I:p' miEfe] disFUFheNs or cradn ﬂl:l'\'dl'rﬂl":'lﬂ'E‘E-. whioh My causa cerimn sources ol ||I|'¢'|l|'ll"||. (i} :1"'" [EH]
wnmmpdislely. To miligato this rsk management has divarsified funding spurcas | and assats aro monpgod
with lguidty in perspeciive, Monagement Thesalans mainlans o hapthy bafance ol cash, cash egueaalanis
and rendily markolabia sacunbas e of pan of s kah bpaid asseis

Aanpgoment manitors tha mptenty prafio foensurn that sdoguatg iquedity s maintmnee. Tha daily Inuidsy
pasibon 15 morstofed ard regular iguidty siness fesbng s contucied wider § vhnely of scenanos coeering
palh nonmat and mone saverg markel condibons. AR equidsy oolces and procadures are subjedc] 10 raview
ardd approval by Tho Asset Labilty Manpgement Commities  Chaily. mports cover the Equidty postion of
thar Bank A surmmaeny fepa . inchading any axcoeplions and nemedisl acbon ien. g submilied megufariy bo
The Asse] Listniy Manogemen] Commities

In accrrdarce vwih Hanking Conbrol Law ang the megulations ssued By SAMA |he Bank maintains a
sinlulory dapossd with SaktA sgual to T% (20012 T%) of ol demand deposits ond 4% (2013 &%) of
savg and lime depasits. . In additan Lo fhe slalulory depasit, thea Bark algo mairdasns gquid reserses of no
less tham @0% ol ds deposit kabies. in the farm of cash and balances wilh SANA. Saud Government
Daranlopment Bonds, or athar praals which con be coneerled intp cish weibn & penod nol esceeding 30
diryd

e Bank kas oo pbilidy 10 raise adoneaal fends ihrough ropo facikies waih S%45 pgainst Saudi
Govemman| Dovolopment Bargs up 1o T0% of e nomical value of bomds hold

a) Expetled cantratiual malurly predile ol assals and Fabdites

Tha tables bolow summanze the confraciunl matunty prefile of tho Bank's assats and lakllios as of
Dwrcomber 31, 2013 argd 2012 Tha canlractual maturiies af posels and hatahbios ave been delemmmad an
B2 Bages ol e I'I:'I'r'||l='1il'lﬂ: e &l il canaoldaled siatemeit of hivagacal posibon dade 19 e conlrasbaal
malenty date, and do notb take o accoun] e affactve maturilies 85 iInEcased by tha Bank's depasit
rolgrilion higlary. The amoints discised = lhe tables are the contdétund undiscouniod cosh Bows,
wheheds (he baak manages the sheranl Buidity sk based on especied ondiscountsd cash mflows fo
gaih confractual ard non-contrackeal posihons

2013 (RAR S04}
Within 3 LRk 1-5 Chimr & b limesd
morshis monsh yrars Frars matity Tokal
AxriEin
Cann grd Baldasor wih SARA 3,249, 50 . - . 06T 488 WIST OT
S boem Sxinkw ot icther ¥ naeeal
rabhisri 3,084 204 2,509 128 - - - 5.571,55%
rywilenly ral 24,544,178 3,358 404 5 0B 999 5 531 384 BEE 443 1T 008 45E
L oamh and advancos el TLIEARD 0, TR TN 12,047 308 283,907 - AT 0. ET
rertEl el Y o i . - B . 1,078,580 1070540
Py @ S a & s a ATES34 T2 BN
ittt sty saduy  wseTis e - . 14ea 30
Tols IIII!H.JH 19 GRS 2L 18,83 71 .05 451 0BT ATD 00.4%3.81])
Lindi bt and Doty
Chon 1o b e e Ao
rakrh 0,043,910 TET 213 - - - L Fri e
Gt omir feoeds IT. R L LERLS N TR ] JORTTD + 14,521 488 L=
Oter hadtes TR BET 1B T2 a N . 1,370,659
T aed a = 1, 0¥ 2 = = 200, e
sty : : : - _wamors ey
T e ard st EIOMTIE GAMSSS _ BIATD . 2174263 _bossats
DaraalistA Commmarts gnd
piort gy L ire o R T 4 TANGAS  T.ERAgY < REA0.ITH
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for the years ended December 31, 2013 and 2012

an

Lisusicliby risk — continuod

2017 CEAH T |
Wmen 3 14 5 [ ] heo s
rdrtia it e pisilusdy Tkl

LISTo]]
Casr pind Batanoe wih EARA 4853 000 . . . 2387 pald T X8 aa)
D b Bmshy ared igther #narcsl
T | & TRE 155 1-IO% TR . . 1E1H TP
ol ra .2M 57, B E.60z 2 2,062 GT4 T24B43 10810880
LCET NG EIVEnCES 1,018,503 5 5. 565 B.6TE 258 2. 750 54T - 34 050 e
reabaiTTiL I EEROC Tles ] - - . 565 502 05, 80T
Fiopesty and squepmee . B . . BESS 855 0n Ean
Ot aasats Rd 853 B3 28 1100 T
Total manaty ILATEESE H.B1E tEE 15 78 255 3 TIRS21 4 B0 2R 50 Ol G50
Lipnallew ard woaty
Dl 1o Banvks & el Mriacsdl
LU ] 0315430 o T = . . £.200.04%
Etomar depoedy daahp e 5.055 1 &1 7 102F AT &) 413 571
 Howr s e Fe R ] e TR = - = 1 005
g : - 2000000 > - 2000000
Eaty = = - = ._!.EE. .—!M
Total e bl ety 081 151 _!-&E EET-H] . M 58 086 650
Dhetitwailspiry. Coatir iivaipts s

conbrgehces 3,071 BEd 1 8T 368 s, i IT3 IFR 11 553 HY

Aszats peailatde 1o mesat all of tha inbibties amnd B0 covar ﬂ-LIH-‘Iﬂ:I"-diI':i] lopA commibmants Aackads cagh
palonces with SAMA. foms in the course of collochon, leans ard advances io banks. and loans and
advances to customers. The cumulatree maluniies of commimernts and contingencies is declosed in note
184 [ al fé corsosdsted npnoal sty

B Analysis of fnancial labdibos by romaining canlractual matunlics

Tha iables below summanza the mabumy arofile of 1he Bank's Faarcial banites as of Decembar 31, 2113
and 2012 tasad an cotimctunl pndiscauried repaymaond chligabons As specinl commissan paymands up
o cortracium maluriy nra mclused @ibe abls e ieinks de nal maich aeth (e consaletated stemets of
finanoia! posdion, The condraciua! malimies of Labatas have been datarmined based on ha rematung
panad a1 the consaligated statorment af fmanciad posiion dale o 1he soatracteal maturty gate and do not
thae imlo pccount the eflecive espectsd malweitss. The Bank expects thal many custarers &l nod
fedues? fepaymand on the earles) dalo that the Bank ciuld be reguired 10 pay and 1he labies gt net fellect
thar srpectad cash Nows inscated oy the Bark's deposit retentan hislary,
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Ligusicliby risk — continued

The undscounbed matudily pralile of financial bl ties 5 8% laleeys

2013 iSARQHI|
Wit 3 31k 1-5 Cramr § K e
monzhe monshe T jrars riiatisby Taksl
Mon therryatiees ab Fuars 38,60 00E  98.249083 2,208,770 - 14,821 480 BEET2.0T8
Chargaliaps §4%8 Bex 3 Bl R4 1468 137 2643 130 - VAL TR
Taelal 42 3 T 48183 Q3Y S ET4 007 b6 43D 14,531 488 B3.13527%
JELE e BAHTH|
Wimen 3 313 15 Creier & Mo A
_hirihe Maine Foain LI mabe Ty Tous
Ahi irviitises ki Faa X5 071 B85 5,045 503 2483 THD = 10,271 8TH 40 583 A8
P P 2,175 502 P D | 3 202 201 Oy ath 5 Ted BES
o 32, 051 257 ., 08 el S freis TE1 X ills 1AM GTH Sl Y De0rh

Fair values of linancial asseis and lhakalises

Fair waiua is The amound lor swhaohoan o assed cowid ba exchanged of a labidy selled babwasn
knowledgeable, #wdling paras in an arm's kengla transaction Tha Bank wses tha haranchy disclosed in
node 2 (8} (6} Tor delermming and desclosing the Tar valie af ingnceal msbnameanis

Tha lalipwing tablo shows an analyss of ficancial assets pnd Gabdtas recordod at far valuo as at
Oacompar 31, 2013 and 2012 by keeed of [me fair walue baarmichy

00 [ SAR 00T
Lawel 1 Liwis 3 Lorsal 3 Total
T rarca psrty
Frargaten Y nasraal irg-_ranty - 168 L84 10E A% I, Tey
e reevaniy wecabds o s 1 LA 1R E 491 551 11 843 TE 249 £53
TR i E5E 1B 5 360,147 118738 17136, 520
Foancil haebisg
Dhtiraatfintt Tngncal eaimaranis [ 245,010 : 218,05
Total - FilLRg ] . 314,003
213 {SAS |
Lol 1 Livwn' 2 LiFee 1 Tl
Frpnc il ety
Derreation Fnarcal imat-mands e, T4 (e W) T
§ gl st aeaalse i nsn i e i P w0 17 134 i F
Tl 0 & VEE 1 &50.052 26 228 10 086 D55
Frpncul imsbled
Dl =& tnancal nsirarents 143 3dE fal Jam
Tt 5 P A : 143 M
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di.

33

Fair watues of financial assels and liatlites - continood

Thar Tair walues of fimancial instrumands thal am nal included n the consoldated stalement of financal
pasibon are ned signifconlly $fareat from B compng valoes included n fhe consolidaled financinl
slalements. Tha fair vitaes ol loans ond advances. hald 1o mpeely nvestments, commEsion Baoring
cusiomers deposits, lerm loons. and duee from and due to banks which ame carroed of ameartzod cosl. are
nal sigraficantly different trom the carnpng valuees included in the consobdalad finoncial sialemerts, since
£k purren] frathod cormmessien tates o similad Tnecal nsbumars are nol sigaifcisily didfenent fram e
contracked rales. and for the shost durabon of due from and diee io banks.

Thar eshimaltod it valuss ol Bsd-l0-malunly mvestmsnts ore tomod an quobisd markil poors whon
available or [rieCatiy rocdes in e cRss of cartam Nxgd rate ok, The lair valoas o) thass iastments arg
dscEnaad in Mala B (e

The faer wilues ol dervidlves ared atber Olf-Galance sheal hinancual matrements are bassd on guoled
mprkat pricos whan pvalabéa or By 1F5-EH] pppregngte volualicn models  Tha latnl amount ol e Eha-"'lﬂl!‘i
in far valps moogriged = the consoldalnd income sieement, which was estmaind wsing yatualion
risedisls, = @ Qo of SAR 1283 million (2012 5AR 299 madlion|

Tha walue chimned from the resavant valuation moded may difor wak the frarspction pca of a liranoal
instraman! The ddlarence betwsan The tansactan grice gnd the modiel salue s commonly mderemd 10 o5
‘diry ome grofil nnd lots” It is eitmer amonized poor e kool Bw fransactan, doloned wibl the sstiunient's
far walue can be delerminad s markel obserdanle gala, or realized theough Sispsssl -5U|:5-EEIUEHT
changaes in fair viddn are recognized immadatoly in be consokdalad income stadement withowl revarsal af
dafarred day o profits ard keses

Relatod party transactions

In they prdmary course of do pcleabes. tha Bank tangsacts bumness wilh olaled pedes,  Reltod porty
IPETERCGAS 0 Qo Dy mis S0 by thee Bardang Conlrl Liw 8nd tha regulabons issued by SAMA

al The balances as of Decomber 37, 2013 and 2112, resullicg rom sech Imnsachons noladed o tha
corschdied linpncial stifemenls wed as folloes

b |y 23
SARTOD Al 000
Fﬂl’-ll'igl'l shatahoidars
[ue from Barks and olher Timancal iestivibars 1,182,718 415 &G
Oins o banks and ol Tirancisl nstiulionsg 569 338
Commilmenls ard contrgences 1,760, 554 IC S
Ansociiries
Leans and adwances. rot 23000 Yk, (D
Cuskoumer despanty 31,118 81,265
Commikments and contngencas &l 501 LiE B
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13 Related party transactions - continuod

bt B 2012
SAR 00D SRR THH
Direciors, key managemant persoanid, olher magor Saud
shuerahcidizrs ard thisr affilintes
Lisars and advancas. mat 1,972 37% 1 386 248
D to bBomis and othedr fimmncinl mestilulions 53750 BRA.TT?
Custamer deposits 6,536 H4E 5 E18.914
Tizrm lamtt 1,000,300 % 000,000
Commitmants ard contagencias 2 TES AR FEE A
Ruiu funds and empleyes benahi péans
Invasbronts 16 495 F19 207
Custamer diepasits B T3z 23.9B8

Ciher mopor Soadi sharehelders reprosont sharchalgngs {oxcludng the loregn shaeheiders) of 5%
of mong of the Sank s iGs40d sham capital

Kay manageman) porsornnl e those parsons  having  actharily and rosporsislity fae planming
directing and contraling e clviles of ihe Bank. diectly of itdirecly.

bl lAcome and enpense pertaming fo transactons Wb related cadies mcisded @ ihe consobdaled
financial stalemanis are as felows

Hi 2072

SAR'!H:IE AR 000

Spocial commission ncamn 57112 82234

Spocial CommSs:on Qaponse Th ARV £5 085

Fees fram banking serices, et 52218 41,167
Baard of Drectars and olthe Baard Commiltas meambars

remanoratan A746 Ptk

Tha toind nmpunl of comparsalion csharged or pakd 0 Ry manhgement peraontn] dunng the sesar m
includad in Mola 23

3. Capital adequacy and cagital structure disclosures
aj Capital adequacy

The Group's ebjectives when maraging capiad are la comply wih Ihe cagital requrements sel by SAKA
1o safeguand the Benk's atsiby 10 conlines as a8 gaing concen, and te mantain @ strong capial baga

Cogilal adequacy and he usae af reguliliony capin she motkored by tha Bamk's matagemanl SAMA
ragisres the Bank io hedd @ minimum Gavel aof rJuiatosy capital ang mainisin a fabho af tolal regulaloy
camtal b nsk-woignlod assdats (RWA] at or above (Pe requiremant of 8%

The Bank montars the sdegquacy of 28 capdal usng rabos astablished by SAMA These mbos measure
captal adgaquacy by companng ha Bank's algpbip cagital wilh s conzolfated Eratamant af fikancial
pasitan mssnls commaments, and naborgd amaurd of desvaties, al 3 weighied amount (o reflec! their
teslialives rink
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for the years ended December 31, 2013 and 2012

M. Cagital adeguacy and cagital structure disclos ures - contined

Thiz followsng table summarzes the Bank's Piar | BWA Tier | ang Tier 1| captad and Cagital Aduguacy

Ralia pisrcentages

013 2052
SAR'00D SAR 000
Cromnt Rigk RWW&A G ¥E2 10 47 0A1 A5&
Oparabonal Risk RWA 3.046,249 3081, 401
Mokl Rak RWA 8T 438 #4344
Tatal Pikar- | AWA T0.715 AT A1 26 53
Tuar | Cpetal 10,233,954 H.BFT OBS
Thar H Capda 461,027 P28
Tatal Ter | & [ Capitsl 10694 977 B.5H0 373
Gapéanl Adeguocy Hata %
Tear | Raho 44T TrAan
Tir | = Tt 1 Riaba 15.12% 1T 62%

Az ol Decembar 212013, tho B&A, Tior | and Tier || capital, md cagital adoguscy mbos am calculpted
o noceedaroy with S8 s ramewoek and guidehnes regardng imglementotion ol the capilal relanms
under Basal NI ahich wara alfecive frem Jarseary 1, 2093 Tha eomparslive amounls and rabas os ol
Ceopmbar 31, 2002, hawwaver, ware calculnied m accordance with Basal I ang phor SARNA quidalings

Bl Capital structume disclosures

Cenmn adddional disciasares related (o tha Bank's capdmd streclung an requinsd under Basel 0l Thaso
deciosures will be maga avaiinble 1o the publc on the Banks wibiste (waasal oomesi) ag eguired by
SAMA. Such disclasunes ane nat gubpec? o aeaemy or awdit by the exlarmal auddars of Eha Bank

15 Assot managemant and brokerage services

Thn Growg pifers investiman] sanaces Mo ity Guslomen, Brough o subssdiany, whech inclodn mansgaemani o
irwesirmanl finds in copsullolion with prolessana) invesiment advisors, wih gusels unded manageman
tofalling apprommaioly SAR £ 32 million {2002 SAR 3563 mifon) Taus includes funds monaped ander
Sharnh agprosad poetlalios samoimling o appaximataly SAR 1,009 miton (2012 SAR 1,190 mitan)

M. Employes sbock options

Thie Group has shame-based payment péans oulstanadng ai tha and of 1he yeas Sordicant fealures ol tha

Pinns aa as fobows

Gram dides: Jaduary &, 2000, 219, 2012 and 7013

btatuity gases Betwenn 2041 and 2017

Wasting penod: 4 yaars por plan

Washng candtons parbapaling empiayees (o tamain m fennce
Abpthad ol setllement, Shatos

Cost to particpaling omployees SAR 4 08 1o 3AR 6 00 por share
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36. Employee stack oplions - conlinued

1

Thg stock gpbians cutstandnyg as of Cecamper 31, F15 ang 2072 haee a weqhiog avarpge comfraciis lifg
al bebawen ona and four ysars

Tha &iock opbons are granled oty undes n seroe condiban wilh no makal condibion

in 20135, the Bank wesied 8304 of 1he shams grantad @ Janaary 2007, 25% of Ihe shares granfed-m Janeang
2010 and 258% af fhe shires grantisd in- Janweiry 2008 squivisien] fo 927 126 shohes for a total estemued
cos] ol SAR 134 molion

i 2012, the Bank, vested 50% of the shaon gronbed o Jonuary 20700 25% ol 1he shares gronted m Janeany
200 nnd 253 of he sfhuares granled in Jansary 2008 aquesaliend b 590,887 shares, Tor @ tobnl estimisied cosl
af SAR 4 5 mitan

wsued IFRS ot nat yob eHective

Tho Growp has chosen nod 1o early sdapd Iho lolowirg siandands. whech are offoctoen for the Bank's 2014
lancil fapotmg o

= [FRSE 10 prmendment thal prosedes corsasbdation rebel Tar mveatiment fends applcable fror Januney
1. 2014, Thes mandatory consalidabon retel provdes that a qualdying nvastment entay is requeed [0
azcont far immestmoents in conlrolled antibes as woll ks vosbments 0 assaciatas and @inl yerijures
11 Tair valua (hrough meames sindemend povided it fulfils cordain condilicns with an excaplion Baing
Ihia subsidinnes that o consdedad an oxiarsion of the invesimanl anbby’s nvesting activilies

= |AS 3F pmendmean .I'I|'.'I|.1'EI:IEIHZ' Fam Jan dary 1 2014, clanfes hal o) on E"IL!:.' CRrreniiy higs a SQEy
enforcaabln nghl to off-s081f 1hat nght 15 nol contingen on & futwe event apd enforoeabig Bolh m b
reprmal coursa of business and in thoavent of defagll insohency ar bankrupicy of this anlity and i
cownlerpadties, ard ) gross seilemen @ eguvisenl 10 net settiemenl J and ohly (f he gress
seffamant mechanism has laalures hal eflmangle or rasull @ shsgnihcanr] enadil ang bguedily sl
inid PrEcEss recavaies ang pRysabes o s seiliemesnt procass or cyca

= |AS 35 amprdman| appicabln from fafuory 1, 2004 sEidresses (b gsclosum of infpmabon abaid
b recowerable amount of mmpaired assets bmitng disciosares iegqueemends § bt amount s based
et flr watue boss dosis of disposal

IFRS 4 Financinl mstrumsenls (20900 (mvisoed verson of IFRE ) was orignally applcnble from Jamaary 1,
2013 bl he elfecive dote has now besr delayed, IFRS 9 sicorpodales resreed tequeements lor the
chassdicaticn and maxsumman ol fmanca labidies and camas over tha Easlirg -:Iern{-_"qndm
rpguirnerants fom 1&S 39 Foancial Insinimonis: Recegnition and Measwramani

Tha Grosp s mrmnl]',' FERESSIN] Ihe IIFIF*ZH'!IE]I"'I af ne abovs slandards and amendmants o 1 Geoup sad
the beming af the sdaplion of FRS &

Comparatve ligures

Cartam poor yond hguses have biean reclassifad b conform (o e curriEng ypons prosomishon

19, Board of Director's apprasal

The corsoldaled fingcal statemanls weme approves by the Boasd al Dieclors on 2™ Rati 1 1435H
correspaonding be Februang & 2014

4l Basel Ul Pillar 3 disclosures {unaudited)

Under Bagsal 1} pigar 3, codain disclosures am requined, and theas discianures will b madie ovhilabés an the
Bank's wibaie www.saib.comosa s requined by SAMA - Such deciasares ate nab subfect 10 revisy o
Audif by b exigrral audto
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Bakr Abulkhair & Co.

pwc Deloitte.

INDEPEMDENT AU TORS REPORT

To the Shareholders of The Saodi Investment Bank
(A Saudi Toint Slock Campany

We have msdited ihe msocompanving  consolidnted  Mnancial - siatements

lovedmieni Bank (be “Bank™ ) mnd bis subsidianes (collectively relermed to

which comprise the consolidated statement of Anencinl position os al December 3]
consolidated incame sinlement, siatemenis of comprehensive income, change

coech fhoows for the vewr then ended. and o sammary of significanl acobuntmg polbcics
other explanmory noles from (1) 0 (395 We hove not mudited notes {34-0) and (<41}, nor
infiormation relpted o “Hasel 01 Pillar 3 disclosures” cross referenecd therein, which s not

FEgiE -,'.! oA |h; '.'.'l|'|" thic score of our fig

Manapement®s Hesponsihility for the Consnlidated Financinl Statements

Manpgemenl s responsible for te prepemtion and far preseniation of these consolidided
francial statemenis m sccondonoe with Accountinge Stondards for Fmancial Instiiuisons
issed by the Soasdi Amibion Monetory Agency (“SAMA™), Intemational Financial Reporting
ards. ihe provisions of the Regulmions for Companics, the Banking Comrol Law in th
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RISK EXPOSURE AND ASSESSMENT

The complexity of today's financial sector, business operations, and diversity of geographical locations
requires identification, measurement, aggregation and effective management of risks and efficient
allocation of capital to derive an optimal risk and return ratio. The Saudi Investment Bank (the Bank)
manages its risks in a structured, systematic, and transparent manner through a broad-based risk
framework that embeds comprehensive risk management into the Bank's organizational structure, risk
measurement, and monitoring processes.

The key features of The Bank's comprehensive risk management framework include:

e The Board of Directors (The Board) provides overall risk management direction and oversight.

e Risk management is embedded as an intrinsic process and is a core competency for all of its
employees.

e The Bank manages its credit, market, operational, and liquidity risks in a coordinated manner within
the organization.

e The Bank's risk management function is independent of the business units.

o The Bank's internal audit function reports to the Board Audit Committee and provides independent
validation of the business unit's compliance with risk policies and procedures and the adequacy and
effectiveness of the risk management framework on a bank-wide basis.

The risk management function ensures that:

e The Bank's overall business strategy is consistent with its risk policy approved by The Board.
o Appropriate risk management architecture and systems are developed and implemented.

e The portfolio of risks and limits including the Board approved Risk Appetite Policy are routinely
monitored, including at appropriate management levels.

The risk management function therefore assists the Board and senior management in controlling and
actively managing the Bank's over all risk.

Scope and Nature of Risk Reporting Tools

The comprehensive risk management framework enables the Bank to identify, assess, limit, and monitor
risks using a wide range of quantitative and qualitative tools. Some of these tools are common to a
number of risk categories, while others are tailored to the particular features of specific risk categories
and enable generation of information such as:

e Credit risk in commercial and consumer lending and other asset exposures such as collateral coverage
ratios, limit utilization, past due and alerts, among others;

e Quantification of the susceptibility of the market value of single positions or portfolios to changes
in market parameters (commonly referred to as sensitivity analysis); and

e Quantification of exposure to losses due to extreme movements in market prices or rates.

The Bank continuously assesses the adequacy and effectiveness of its reporting tools and metrics in light
of the changing risk environment.

Risk Management Processes

Through the comprehensive risk management framework, transactions and outstanding risk exposures
are quantified and compared against authorized limits, whereas non-quantifiable risks are monitored
against policy guidelines and key risk and control indicators. Any discrepancies, excesses, or deviations
are escalated for appropriate action.

SCOPE OF APPLICATION
The name of the top corporate entity in the group to which this framework applies is The Saudi
Investment Bank.
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The results of subsidiaries acquired or disposed of during the year are fully included in the consolidated
statement of financial position and consolidated statement of income from the date of the acquisition
or up to the date of disposal, as appropriate. The Bank has the following three subsidiaries:

e Al-Istithmar Capital for Financial Securities and Brokerage Company, a limited liability company,
and is 100% owned by the Bank..

o SAIB BNP Paribas Asset Management Company, a limited liability company, and is 55% owned by
the Bank with the remaining 45% owned by Saudi and Foreign shareholders. (Under liquidation).
On September 25, 2011, The Capital Market Authority (“CMA") approved a request submitted by
Alistithmar for Financial Services and Brokerage Company (Alistithmar) to acquire the net assets
of SAIB BNP Paribas Asset Management Company (AMCO). The CMA also approved Alistithmar's
request to amend Alistithmar's business profile to include all licensed activities (Dealing, Managing,
Arranging, Advising, and Custody). The Business Transfer Agreement between Alistithmar and
the AMCO shareholders was completed in December 2011 and the Net assets were acquired by
Alistithmar on December 31, 2011.

e Saudi Investment Real Estate Company, a limited liability company, and is 100% owned by the Bank.
The company has not yet commenced any significant operations.

Investments in associates are initially recognized at cost and subsequently accounted for under the
equity method of accounting. The Bank has investments in the following four associates:

e Amex Saudi Arabia Ltd. (ASAL). ASAL is a limited liability company with Amex (Middle East), Bahrain.
ASAL is incorporated in Saudi Arabia and the Bank holds a 50% interest. The principal activities of
ASAL include the issuance of credit cards and the offer of other American Express products in Saudi
Arabia.

e Saudi Orix Leasing Company (Orix). Orix is a Saudi Arabian closed joint stock company in Saudi
Arabia and the Bank holds a 38% interest. The principal activities of Orix include lease-financing
services in Saudi Arabia.

e Amlak International for Finance and Real Estate Development Co. (Amlak). Amlak is a Saudi Arabian
closed joint stock company in Saudi Arabia and the Bank holds a 32% interest. The principal activities
of Amlak include real estate finance products and services.

e Mediterranean & Gulf Insurance and Reinsurance Co. KSA (Medgulf). Medgulf is a joint stock
Company in Saudi Arabia and the Bank holds a 19% interest. The principal activities of Medgulf
include a full range of insurance products and services to the Saudi market.

The Bank also has a 20% interest in Naeem Investment Company, which has no operations.

The Bank has no other subsidiaries nor operates any other business activities outside of Saudi Arabia.
The Bank is subject to all laws and regulations of Saudi Arabia and is requlated by the Saudi Arabian
Monetary Agency (SAMA).The Bank also follows regulations issued by the Ministry of Commerce and
the Capital Market Authority (CMA).

There are no restrictions, or other major impediments, on the transfer of funds or requlatory capital
within the group.

CAPITAL STRUCTURE
The authorized, issued and fully paid up capital of the Bank consists of 550 million ordinary shares of
SAR 10 each as of December 31, 2013.

The total equity attributable to shareholders as of December 31, 2013 was SAR 10,253 million (2012:
SAR 9,379 million).

Tier | Capital as of December 31, 2013 was SAR 10,234 million, which is considered the core measure
of the Bankss financial strength and includes share capital, reserves, retained earnings and minority
interests.
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Tier Il Capital as of December 31, 2013 was SAR 461 million, which consists of the allowed portions of
revaluation reserves and general provisions.

Tier | and Tier Il Capital as of December 31, 2013 was SAR 10,695 million (2012: 8,990 million).

Eligible Reserves are created by appropriations of profit and are maintained for future growth and to
meet statutory requirements. The eligible reserves are mainly comprised of statutory reserves, other
reserves, and retained earnings.

CAPITAL ADEQUACY
While managing capital, the Bank's objectives are to comply with the capital requirements set by SAMA
to safeguard the Bank's ability to continue as a going concern and to maintain a strong capital base.

Capital adequacy and the use of regulatory capital are routinely monitored by the Bank's management.
SAMA requires the Bank to hold a minimum level of regulatory capital and maintain a ratio of total
regulatory capital to risk-weighted assets (RWA) at or above the requirement of 8%.

The Bank monitors the adequacy of its capital using ratios established by SAMA. These ratios measure
capital adequacy by comparing its eligible capital with its balance sheet assets, commitments, and
notional amount of derivatives at a weighted amount to reflect their relative risk.

Internal Capital Adequacy and Assessment Plan

A comprehensive analysis of capital assessment and adequacy, through the process of an Internal
Capital Adequacy Assessment Plan (ICAAP), is carried out by the Bank on an annual basis for which
robust models and commonly accepted methodologies are applied for the estimation of the minimum
required capital. This process is supported by the use of proprietary capital planning methodologies. The
analysis and results thereof are approved by the Board.

Based on the detailed ICAAP analysis conclusions, the Bank's balance sheet remains strong, and is
adequately capitalized for current and potential risks, which may be manifested during the next year.

Stress Testing Framework

In order to establish a firm and robust stress testing program, the Bank has a comprehensive stress
testing framework that allows the Bank to adopt stress testing practices and methodologies that make
stress testing an effective and integral part of the Bank's risk management function, as well as to meet
regulatory requirements of SAMA.

The Bank has also appointed a Stress Testing Committee (STC) headed by the Chief Risk Officer and has
implemented a bank-wide Stress Testing Policy (STP) which has been approved by the Bank's Board of
Directors. The STC, in accordance with the STP, has furthermore appointed a cross-functional team
designated as the Stress Testing Team (STT) to conduct the detailed stress testing with the results
submitted to the STC for its review and feedback.

The Bank's Stress Testing framework specifies the frequency and schedule of stress tests and reporting
of the stress test results in accordance with SAMA's requirements. It also outlines the roles and
responsibilities of the Bank's Board of Directors, Asset-Liability Committee (ALCO), STC, and STT. It
further includes the responsibilities of the Bank's Internal Audit and Compliance Department in the
stress-testing program.

The Stress Test results completed in 2013 and approved by the Board of Directors, show that the Bank is
adequately capitalized to withstand even severe stresses and would exceed the Basel minimum capital
ratio even under the severe stress scenario.
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RISK MANAGEMENT
Credit Risk Management

The Bank manages exposures to credit risk, which is the risk that one party to a financial instrument will
fail to discharge an obligation and cause the other party to incur a financial loss. Credit exposures arise
principally in lending activities that lead to loans and advances, and investment activities. There is also
credit risk embedded in off-balance sheet accounts, such as loan commitments.

Credit Risk Management Strategy

The approach to credit risk management is based on a foundation which preserves the independence and
integrity of credit risk assessment. Management and reporting processes are therefore combined with
clear policies, limits, and approval structures which guide the day-to-day initiation and management of
the Bank's credit risk exposure. This approach includes credit limits that are established for all customers
after a careful assessment of their creditworthiness.

Standing procedures, outlined in the Bank's Credit Policy Manual approved by the Board of Directors,
require that all credit proposals must either be reviewed and approved by the Credit Committee, or the
Board's Executive Committee.

Whenever necessary, credit facilities are secured by acceptable forms of collateral to mitigate the
related credit risks.

The Board defines the Bank's credit risk management strategy and approves significant credit risk
policies to ensure alignment of the Bank's exposure with its overall risk policies.

The Bank also uses external ratings of the major rating agencies, where available.

The Bank also controls credit risk by monitoring credit exposures, limiting transactions with specific
counterparties, and by continually assessing the creditworthiness of counterparties.

The Bank's credit risk management policies are also designed to identify and set appropriate risk limits
and to monitor the risks and adherence to those limits. Actual exposures against limits are routinely
monitored.

The Bank's credit risk for derivatives represents the potential cost to replace the derivative contracts
if counterparties fail to fulfill their obligation, and to control the level of credit risk taken. The Bank
assesses counterparties using the same techniques as for its lending activities.

Concentrations of credit risk arise when a number of counterparties are engaged in similar business
activities, or activities in the same geographic region, or have similar economic features that would
cause their ability to meet contractual obligations to be similarly affected by changes in economic,
political or other conditions. Loan Portfolio Concentration risk is well managed and monitored under
the Bank's Risk Appetite Policy.

Concentrations of credit risk indicate the relative sensitivity of the Bank’s performance to developments
affecting a particular industry or business or geographical location.

The Bank seeks to manage its credit risk exposure through diversification of lending activities to
ensure that there is no undue concentration of risks with individuals or groups of customers in specific
locations, businesses or industries.

The Bank also takes security when appropriate. In addition, the Bank seeks additional collateral from the
counterparty as soon as impairment indicators are noticed for the relevant individual loans or advances.

Management monitors the market value of collateral, requests additional collateral in accordance with
underlying agreements, and monitors the market value of collateral obtained during its review of the
adequacy of the allowance for impairment losses.

Qualitative Disclosures Under Pilar Il of Basel Il
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The Bank regularly reviews its credit risk management policies and systems to reflect changes in market
products and emerging best practices.

Credit Risk Management Structure

Senior management and respective committees implement the Board's credit risk strategy and develop
policies and procedures for identifying, assessing, monitoring, and controlling credit risk.

The Bank's Executive Committee meets periodically to review loan portfolio quality and standards and
to approve credits above predetermined levels. The Bank's Audit Committee appointed by the Board
reviews the audit reports submitted by the Bank's Internal Auditor throughout the year.

Key Features of Credit Risk Management

Credit facilities are granted based on detailed credit risk assessments which consider the purpose of the
facility and source of repayment, prevailing and potential macro-economic factors, industry trends, and
the customer's positioning within its industry peer-group.

In compliance with SAMA regulations, lending to individual board members and related parties is fully
secured and monitored by the Credit Committee. Such transactions are made on substantially the same
terms, including special commission rates and collateral, as those prevailing at the time for comparable
transactions with unrelated parties.

All new proposals and or material changes to existing credit facilities are reviewed and approved by the
Credit Committee and [ or by the Executive Committee within the provisions of the Credit Policy Guide
approved by the Board.

The credit facility administration process is undertaken by a segregated function to ensure proper
execution of all credit approvals and maintenance of documentation, and proactive control over
maturities, expiry of limits, collateral valuation, and legal covenants.

Credit Risk Monitoring, Reporting and Measurement System

The Bank's exposures are continuously monitored through a system of triggers and early-warning
signals aimed at detecting adverse symptoms that could result in deterioration of credit risk quality.
The triggers and early-warning systems are supplemented by facility utilization and collateral valuation
monitoring together with a review of upcoming credit facility expiration and market intelligence to
enable timely corrective action by management. The results of the monitoring process are reflected in
the Bank's internal rating process.

Credit risk is monitored on an ongoing basis with formal monthly and quarterly reporting to the Credit
Committee, senior management, and the Board to ensure awareness of shifts in credit quality and
portfolio performance along with changing external factors such as economic and business cycles.

Consumer credit risk reporting also includes a daily dashboard for consumer and small business lending,
classification, and delinquency monitoring.

Specialized and focused Special Credit Unit teams handle the management and collection of problem
credit facilities and take any legal action if required.

Credit Risk Mitigation Strategy

Portfolio diversification is the cornerstone of the Bank's credit risk mitigation strategy, which is
implemented through customer, industry, and geographical limit structures.

To ensure diversification at the portfolio level, interrelated companies with the same management or
ownership structure are classified and treated as one entity. The Bank limits its credit concentration per
entity to twenty five percent of the Bank's capital and reserves as per SAMA regulations.

Credit risk mitigants such as collateral and guarantees are effective mitigating factors within the Bank's
portfolio and collateral quality is continuously monitored and assessed.
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Past-due and impairment

Credit facilities are classified as past due when a payment has not been received on its contractual
payment date, or if the facility is in excess of pre-approved limits.

A credit facility is considered impaired if the interest or a principal installment is past due for more than
90 days and the exposure is downgraded to a non-performing category.

Approaches for Specific and General Impairment

Non-performing loans are managed and monitored as irreqular facilities and are classified into Sub-
standard and Doubtful categories which are then used to guide the provisioning process of general as
well as specific impairment provisions.

The Bank uses a credit classification system as a tool to assist in managing the quality of credit risk
within the lending portfolio. The Bank maintains ten classification grades that differentiate between
performing, past due but not impaired, and impaired portfolios, and allocates portfolio provisions and
specific provisions accordingly.

The Credit Committee conducts quality classification exercises over all of its existing borrowers subject
to the guidelines provided in the Credit Policy Guide.

Consumer loan loss provisions are allocated on the basis of portfolio provisioning in compliance with
SAMA regulatory requirements.

The adequacy of provisions are regularly reviewed and adjusted according to a portfolio risk analysis
undertaken on a monthly basis.

The Bank uses external ratings (where available) from Fitch, S&P and Moody's to supplement internal
ratings during the process of determining credit limits. Unrated public issue instruments are risk-
weighted at 100% for capital adequacy purposes.

Standardized Approach and Supervisory Risk Weights

The bank currently uses the Standardized Approach for the credit risk capital calculation charge under
SAMA guidelines as amended from time to time. The Bank uses the ratings issued by Standard & Poor's
(S&P), Moody's, and Fitch, which are the ECAIls approved by SAMA for the Standardized Approach.
There has been no change in the ECAl used by the Bank during 2013. The Bank has not yet implemented
the internal ratings-based (IRB) Approach.

The Bank does not use any specific agency exclusively for any particular type of exposure. The available
ratings of any of the above three approved ECAIs on the obligors classified as Sovereign, Public Sector
Entities, Multilateral Development Banks, Banks and Security Firms, and Corporates are used for risk
weighting the exposures on them. The Bank's exposure to the obligor will reflect the correct issue rating
from an acceptable ECAl long-term issuer rating.

Distinction between long-term and short-term claims is made only in respect of claims on banks.
Generally, short-term ratings are deemed to be issue specific to be used only for the rated short-term
facility. Short-term ratings are not used for any other short-term claims. If there are three or more
assessments with different risk weights, the assessments corresponding to the two lowest risk weights
are referred to and the higher of those risk weights is applied.

In general, the Bank follows the guidelines issued by SAMA with respect to the use of ECAI ratings.
The alignments of the ratings of each ECAl are made as per the standard mapping published by SAMA.
Exposure Related To Counterparty Credit Risk

The Bank manages and controls credit risk by monitoring credit exposures, limiting transactions with
specific counterparties, and continually assessing the creditworthiness of counterparties.

Qualitative Disclosures Under Pilar Il of Basel Il
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The Bank's risk management policies are designed to identify and to set appropriate risk limits and to
monitor the risks and adherence to limits. Actual exposures against limits are routinely monitored.

In addition to monitoring credit limits, the Bank manages the credit exposure relating to any trading
activities. The Bank may close out transactions or assign them to other counterparties to mitigate credit
risk.

The Bank's credit risk for derivatives represents the potential cost to replace the derivative contracts if
counterparties fail to fulfill their obligation. To control the level of credit risk taken, the Bank assesses
counterparties using the same techniques as for its lending activities.

Securitization
The Bank does not have any Securitization exposure or risk.

Market Risk Management

The Bank recognizes market risk as the risk due to potential losses in on-and off-balance sheet positions
arising from movements in market prices such as interest rates, foreign exchange rates, equity prices
and commodity prices.

Market-Risk Management Framework

The Bank has in place a market-risk management framework which governs the Bank's trading and non-
trading activities related to market risk. The Bank separates market risk related activities between its
banking book and its trading book. The relevant department heads within the Treasury and Investment
Group are responsible for managing market risk arising from any trading investment and ALM activities.

The Bank's Asset Liability Committee (ALCO) is responsible for management and oversight of market risk
inherent within the Bank's trading and non-trading activities.

The Market Risk Department is responsible for monitoring and reporting the Bank's market risk exposures.

For regulatory capital purposes, the Bank calculates its market risk capital requirements according to
the Standardized methodology.

All activities giving rise to market risk are conducted within a structure of approved credit and position
limits.

Monitoring of Market Risk

The main objective of market risk management is to manage the risks resulting from changes in market
factors so that they are at acceptable levels and in line with the overall risk management policies
of the Bank. The Bank has established a market risk management policy and specified market risk
measurements and limits in accordance with the nature and complexities of its financial activities
included in the Bank's Treasury Policy Guide approved by the Board of Directors. The ALCO, Treasury and
Investment Group and the Market Risk Departments are primarily responsible for managing, monitoring
and controlling this risk in accordance with approved policies.

Liquidity risk in the banking book is routinely monitored through liquidity risk limits based on short-
term and long-term maturities, loan-to-deposit ratios, and SAMA liquidity ratios such as the daily
liquidity ratio, liquidity coverage ratio and net stable funding ratio.. The bank manages it's liquidity
through domestic money markets including swaps and repo markets and through international money
markets such as US dollar and GCC markets.

Diversification of funding is an important component of the Bank's liquidity management strategy. The
two largest components of customer deposits include time deposits and commodity deposits. The Bank
conducts liquidity-risk stress tests whereby the stress scenarios incorporate both internal and external
liquidity risk factors. The Bank's stress tests in 2013 showed that the Bank has continued to maintain a
sufficient excess amount of liquidity in various stressed scenarios.
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Interest Rate Risk in the Banking Book

Interest rate risk in the banking book (IRRBB) is the exposure of the Bank's financial position to adverse
movements in interest rates. Changes in interest rates affect earnings by changing its net special
commission income and also affect the underlying value of assets, liabilities and off-balance sheet
financial instruments. The main sources of interest rate risk are repricing risk, yield curve risk, basis risk,
and optionality risk.

The Bank's interest rate risk management process includes implementation of interest rate strategies
and policies, gap analysis of rate sensitive assets and liabilities in banking activities, as well as a system
of internal controls. In particular, they address the need for effective interest rate risk measurement and
monitoring and related control functions within the interest rate risk management process.

The Bank has introduced an Interest Rate Risk Management (IRMM) system to manage its interest rate
risk and includes a set of strategies, policies, operational procedures, and control practices. The interest-
rate risk in the banking book is managed through a gap limit structure and the risk on capital by using
economic value analysis which is supplemented by periodic analysis of various scenarios to capture the
extreme indicative measure of net special commission income to interest rate changes.

The Bank actively manages interest rate risk in the banking book based on interest rate maturity limits
approved by ALCO. All interest rate sensitive assets and liabilities are segregated according to their
appropriate interest re-pricing maturity dates, currency and gaps, and are managed accordingly.

The Bank also monitors the potential long-term effects of changes in the interest rates on the present
value of all future cash flows by using economic value of equity analysis to analyze and measure the
risk on capital.

To hedge and minimize interest risk due to interest rate movements, the Bank uses approved hedging
products and strategies to periodically rebalance assets and liabilities to bring interest rate sensitive
positions within desired tolerance levels.

Equity Price Risk in the Banking Book

Substantially all of the equities in the banking book are actively quoted on the Saudi stock exchange
on a daily basis and are liquid.

Investments in associates are strategic in nature and are accounted for using the equity method of
accounting.

Operational Risk Management

The Bank manages Operational Risk, which is defined in the Basel Il accord and also adopted by
the Bank. Operational Risk is defined as the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events. Operational Risk includes Legal Risk but also
excludes Strategic and Reputational Risks.

Strategies and Processes

The Bankss Operational Risk Management Framework approved by the Board provides a structured
approach to identify, assess, monitor, and control operational risk through:

e Conducting Risk and Control Self-Assessment (RCSA) workshops;

e Monitoring of agreed Action Plans that have emerged as a result of RCSA workshops;

e Maintaining operational risk loss event databases for analysis and reporting;

e Implementing and monitoring of Key Risk Indicators; and

o Creating awareness about the operational risk management among the Bank employees through
e-learning;

An operational risk appetite matrix is also used for monitoring operational risk losses on an ongoing
basis.

Qualitative Disclosures Under Pilar Il of Basel Il
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The key components of this framework are comprehensively documented through policies and
procedures.

Structure and Organization of Operational Risk Management Function

ALCO has the overall responsibility of supervising the implementation of the operational risk framework
across the Bank.

The Operational Risk Management Department (ORMD) functions as part of the Risk Management
Group. The Bank has adopted a structured and proactive approach for the management of operational
risks. The ORMD is subject to reqular audit by the Bank's Internal Audit Department.

Scope and Nature of the Operational Risk Management Function

The ORMD collects data related to operational losses from day-to-day operations and feeds the same
into the Operational Risk Management system. This covers activities including:

e Feeding the results of RCSA workshops for risk and control assessment;

e Providing follow-up on actions;

e Maintaining an Operational Risk Loss Event Database; and

e Generating various standard reports for monitoring and control.

Any new products of the Bank are also assessed for inherent operational risks. The Bank's insurance
contracts are also subject to ORMD review on an annual basis. The outsourcing contracts of the Bank
are also reviewed by the ORMD from an operational risk perspective.

The Bank is currently using the Basic Indicator Approach of the Basel Ill Accord to arrive at the
Operational Risk Capital Charge by taking 15% of the average gross income of the Bank for the last
three years as defined under section 650 of the Basel Il Accord included in SAMA Basel Il guidelines.
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