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Emirates NBD Capital KSA.

1. Introduction:

This report has been issued pursuant to
Capital Market Authority Circulars No: 519/6
dated 20/2/1432 H corresponding to
24/1/2011 G, CMA letter dated 9/12/2015
(G) corresponding to 21/2/1437 and CMA
Circular number 16/19/6 dated 30/1/2016
(G), and assuring to the role of CMA in the
organization & development of the financial
market with the aim to support the efforts
exerted to the

strengthen regulatory

environment.

2. Main Activities (licensed) of ENBDC KSA:

ENBDC KSA being a full-fledge Authorised
Person regulated by Capital Market Authority
has offered the following services during 2015:

. Dealing as Agent: in Saudi Market
(Tadawul) and UAE Markets (ADX & DFM).
Management of ENBD Capital has succeeded
during 2015 to market the Stock trading for
Saudi & UAE markets. Also offering stock
trading margin facility to UAE Customers via
3" party. For Non-GCC clients, they have been
offered Swap trading service;

° Asset Management: ENBDC
Management has achieved Asset Under
Management to the tune of SAR 1.364 Billion
which includes mutual funds, Discretionary
and Non-Discretionary portfolios management
and & structured products.

° Arranging: Few Private Placements
transactions have been concluded during 2015
and Management is keen to grow & increase
the transactions in Saudi during 2016.

( bl s il
Emirates NBD

*dadiall) 1

ALl (3 s A ety Lal 3] i) 38 il )
¢ 2 2011/1/24 33 sl & 1432/2/20 )% 6/519
Gl sall & 12/9/2015 o)l Adlall (3 s Al ildads
6/19/16 &, il Geudl L awaty 1437/2/21
adaii 3 Al sal 1aslis (G) 2016/1/30 Gl
Ushall 2geall aca Cargy @lldy Al (3 gl B

el Al 3, e

JUlS a o) o jlay) AS i D ) AnisY) 2
a3 grd)

Agadl QS gl o CLY) A8 o) G
ad 3 A jleiiny) cileddl) a5 Jabeill Load
4.1:..&.1‘}!\ iu e 2015 (‘L’j\ I ald 288 4] (a4

Al

& 5 (Ush) asmndl gl bS5 dbay Jalail o
Goms B sl (Bam) Basiall Ay jal) i leY) Glsud
sl o ey AS 58 5 1) Caaa () o
el Gisd 5 2015 ale DA Lgadl JunS
LSy Baniall Ay jpall ol L) (3l susl 5 (o3 g2l (3 suall
Sley) Al eDleal Gialglly Jhaill i e i
Johall a3y Gyl JYA (e saaiall Ay yall
P e adall Gsladll s Js0 e e lead

) Alalul clalas)

bl o Y AS,8 ciis Jeal) syl e
o sl 1.364 leiad Jeal 5,00 D2 gmal) JUinlS
BJ\J\} ‘2\_)_)1.&1.»‘2\ @J\_uaj\ Cpaasaliy Lﬁ'ﬂ\j Lﬁﬁj’-"“

Al el cilaiiall o 3 HLaaY) Jadladll

T LY Cangs A, 5005 2015 Ao JMA alall
22016 ale IM& (53 gl G guad) 8 ililaall (ha 3334l



Emirates NBD Capital KSA.

e Advisory & Wealth Management: Due to the
absence of Head of Advisory & WM, no major
wealth management activity has been
transacted during 2015, however Head of WM
and Advisory has joined ENBDC Management
during Oct’15, to lead the activity and it is
expected to yield result during Q 2 2016;

Custody: ENBDC offers custody service to hold
Fixed Income, Equity and Real Estate assets.
Existing real estate fund agreement is fetching
reasonable fee income to the company.
ENBDC team is planning to include few more
funds to offer custodial services.

3. Action plans/Decisions initiated:

At the beginning of 2015, the shareholders
decided to increase the Capital by SAR 50
Million, however a drawdown of SAR 15
Million was approved during Q 1 2015 and a
request submitted to Authorities. Based on
the response from the Authorities and to
show shareholder’s commitment towards
supporting  ENBDC business activities, the
shareholders increased the drawdown to SAR
35 Million from SAR 15 Million, making the
paid up capital to SAR 115 Million.

To further strengthen the Capital Adequacy
ratio of ENBDC based on the Prudential rules
of CMA, the BoD has consented to continue
with SAR 15 Million subordinated loan from
the parent ENBD KSA.

Able support from ENBD Group entities and
concerted efforts from the ENBDC KSA
(Company) staff members, the Company has
achieved its maiden Net Operating Profit for
the year ending 2015, despite facing many
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setbacks (Proposed launch of Margin Trading
product was stalled due to regulatory
guidelines, reduction in brokerage activity &
due to unstable market

fee income

conditions on various geo-political and
tumbling of oil prices). It clearly shows the
determination and commitment from the all
spheres of ENBDC in making the Company
viable and it would be considered as a
stepping stone to achieve greater results in

days to come.

During 2015, shareholders have provided
their resolution in supporting ENBDC to
continue with the operations in complying
with Article 180

regulations for Companies (as accumulated

required by Saudi Arabia

losses of the company is exceeded 50 % of
its capital).

As per audited CAM (Prudential) Report for
Dec’ 2015, the Total Capital Ratio stood at
9.43x (minimum of 1x is required as per
Prudential Guidelines of CMA). In the event
of launch of proposed margin trading
product, the Total Capital Ratio might see a
decline, however proper monitoring will be
there to have Capital Ratio well above the
regulatory requirements at all times.

. Details of number of branches/Subsidiaries:

Emirates NBD Capital KSA is a wholly owned
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subsidiary of Emirates NBD Group, Dubai and
it is operating from its office in Riyadh with
no other branches and subsidiary to it.

. Particulars of Sub-ordinated loan: :c::'ﬂ:’ Al halii 5

In order to strengthen the Capital Adequacy
Ratio as per the Prudential Guidelines of

Gl W8y QL ) RS G a5 dal e
il 3y Ll 3l Eih (e A5y g il

5



Emirates NBD Capital KSA.

CMA, the Company has availed Subordinated
loan of SAR 15 Million from ENBD KSA Bank
Branch on 31/12/2014 and it is payable after
5 years. With the injection of SAR 35 Million
as Capital during the course of 2015, the
Total Capital Ratio is stands at 9.43 x as on
31/12/2015 which is well above the
regulatory requirements of 1x.

. ENBDC Shareholders:

Upon injection of SAR 35 Million as Capital
during 2015, the following is the table
describing the shareholding pattern of
ENBDC:

Full Name
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1 EMIRATES NBD (PJSC)
2 EMIRATES FINANCIAL SERVICES PSC

Total

Nationality Paid up capital
UAE 95.00 % SAR 109,250,000
UAE 5.00 % SAR 5,750,000

100 % SAR 115,000,000

. Risk Management Activity (Risk
Events/Incidents) 2015:

ENBDC aims to promote strong risk
management culture through a comprehensive
set of process that are designed to effectively
identify, measure, monitor and control risk
exposures. The Board of Directors and Senior
Management are involved in the establishment
of material risk processes and the periodic
oversight and guidance of ENBD Group risk
management function. Risk & Compliance
department is performing the risk reviews and
assessments of any new  products/
processes/changes initiative documents and
provides necessary sign off from the risk
management perspective. In the process of risk
assessment and identification, the units are
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provided with appropriate solution for

mitigation of identified risk.

By and large, the Company had few
Operational Risk Incidents during 2015 which
had minor financial impacts and the necessary
corrective actions have been taken place to
avoid any such occurrence in future. However
the current operations and capital structure
does not expose the Company to any type of
credit and funding risk

liquidity, market,

events.
. Internal Control Review:

Based on the review of Internal Audit team
during 2015 to assess the adequacy and
effectiveness of control framework over
authorization, recording, reporting and
safeguarding of ENBDC KSA activities, few
lapses have been identified such as the need to
strengthen controls over brokerage activity &
the lack of control over Asset Management

Client on-boarding process.

During Internal Control review undertaken by
ENBDC Risk & Compliance
rectification action plans have been monitored

team, the

and discussed during Risk & Compliance
committee meetings. However, the highlighted
findings are closed as on 31 Dec 2015.

9. Audited Financial Report:

Statutory audit for 2015 has been carried out by
external auditor E & Y Saudi Arabia on Financials
of ENBDC KSA and it was presented to BoD
members before being submitted to Regulatory
Authorities. Copy of the Audited financials is
attached herewith for reference. BOD would like
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to highlight of the following:

e ENBDC has achieved a Net Income (Before
Zakat) of SAR 210 K in 2015 compared to
SAR (473 K) in 2014;

e Maiden net profit has been booked in
2015 (i.e.: Net profit of SAR 39 K) despite
facing many odds during 2015 from
business perspective and global market
and economic conditions;

e Gross revenue for 2015 was 11.7 Million
against 9.2 Million only in 2014; and

e Regulatory Capital Adequacy Ratio stood
at 9.43 xin 2015 vs2.0x in 2014.

ENBDC KSA Board is confident that the financial
turnaround made in 2015 would be maintained and

greater goals in terms of reducing the accumulated
loss would be achieved in years to come.

10. Structure of ENBDC KSA Board:

During the vyear 2015, Mr. Thamer Jan
Abdulgader Abdullah has been inducted to fill
the vacant position,
Mr. MohammedAli
Abduljawad has been inducted as replacement

Independent Director

while Loai Hassan

for Mr. Mohammed Hegelan who has resigned
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from the services on 31/3/2015. The names of ok LS (2
the Board members as on 31 Dec 2015 are as
follows:
# Name of the Director Designation Other Directorships
Chairman — Emirates Islamic Bank
PJSC
Vice Chairman — Emirates NBD PJSC
] Vice Chairman - Dubai Real Estate
1 Mr. Hesham Abdulla Al Qassim Chairman Corporation/ Was|
Board Member — Amlak Finance PJSC
Board Member — Gulf Finance PSC
Board Member - International
Humanitarian City
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» General Manager, Retail Banking
Mr. Suvo Sarkar Director Emirates NBD Dubai.

3 Mr. Loai Hassan MohammedAli . Country Manager, Emirates NBD KSA

) Director

Abduljawad

4 Mr. Tamer Waleed Bazzari Director Foum.:ier & CEO - Genero Capital LLC,

Dubai.

5 Mr. Thamer Jan Abdulgader Gulf Finance Company, Saudi Arabia

Abdullah Director as Chairman

ENBDC Board Meetings:

As planned earlier in 2014, the Board meetings
were held on each quarter of 2015 as per detail
below:

1. Q 1’15 — 25™ March 2015 - all members
were present;

2. Q2'15- 14" June 2015 — all members were
present;

3. Q3’15 — 6™ October 2015 with Mr. Suvo
Sarkar is the only absenteeism; and

4. Q4’15 - 16" December 2015 - all members

were present.

Remuneration to Board Members & Top
five Executives salaries in ENBDC KSA

As per the Board resolution, the Independent
members are being compensated with SAR 120
K per annum by way of sitting fees apart from
Travelling & Boarding expenses (if any), while
the services of other Directors are considered
as honorary and no monitory benefits is
offered to them. Bonuses in kind (Employee
Stock Option (ESOP)) is not available neither to
Board members nor staff members of ENBDC
KSA.
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Disclosure of Salaries and Bonus paid in ENBDC KSA
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(including CEO and CFO)
il gail) g ) g0
SAR 3,078,000 N/A N/A Salaries and
Compensations
N/A N/A N/A <l
Allowances
Aggiadly Ay eal) culblsal)
SAR 791,000 SAR 240,000 N/A Periodical & Annual
Bonus
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S (g ISy adS (5 A
G S
N/A N/A N/A Other Perks paid on
Monthly/Annual
Basis

ENBDC Board Sub-Committees:

In compliance to Corporate Governance
charter of ENBDC KSA and Capital Market
Authority requirements, the following Board
committees are in place:

a) Executive Committee;

b) Nomination & Remuneration Committee;

c) Risk & Compliance Committee; and

d) Audit Committee.

Roles & Responsibilities of Board & Sub-
Committees are attached (Appendix 1) for
reference.

Members of board sub-committees & meetings
held during 2015 are as follows:
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a. Board Executive Committee:

Mr. Suvo Sarkar — Chairman;

Mr. Loai Abduljawad — Member;
Mr. Tamer Bazzari — Member; and
Mr. Thamer Jan — Member.

PwwnNE

Meetings were held on 26th May 2015, 7" Sep
2015 and 29" November 2015 and the minutes

were presented to Board members

subsequently.

b. Board Nomination & Remuneration

Commiittee:

1. Mr. Suvo Sarkar — Chairman;

2. Mr. Loai Abduljawad — Member; and

3. Mr. Tamer Bazzari — Member.

The meeting was held on 29" November and
the minutes of the same provided to Board

members subsequently.

Board Risk & Compliance Committee:
Mr. Loai Abduljawad — Chairman;

Mr. Abdulrahman Al Harbi — Member; and
Mr. Amir El Zanati — Member.

wnN o

Meetings were held on 16™ March 2015, 24th
May 2015, 7" Sep 2015 and 12" November
2015 and the minutes were presented to Board
members subsequently.

d. Board Audit Committee:

1. Mr. Tamer Bazzari — Chairman;

2. Mr. Thamer Jan — Member; and

3. Mr. Mazen Ibrahim — Member.

Meetings were held on 14th May 2015, gt Sep
2015 and 13" December 2015 and the minutes
were presented to Board members
subsequently.
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14. Penalty payments:

Members are pleased to place on record that
the Company was not subject to any penalty
either from the regulatory authority or from
any of the governmental agency during the
calendar year 2015.

15. Internal Audit Review:

Planned Internal audit review took place during
May & June 2015 and the overall audit rating
for this review was “Acceptable”. Suggested
mitigation plans have been monitored
internally by Risk & Compliance team and
quarterly update are being submitted to both
Risk & Compliance and Audit committee
members. In addition, Board members are
being apprised. As on 31/12/2015, ENBDC KSA
has no outstanding audit issues.

16. Conclusion:

ENBDC KSA has achieved an outstanding
financial result in 2015 by generating Operating
profit for the first time ever since inception of
the Company. This has been possible with
robust leadership & collective team work of
ENBDC KSA, while the support from the Group
entities to ENBDC KSA will be a continuous
process to achieve greater result in years to
come.

We strongly feel, despite the current turmoil in
the Global markets and especially in the Middle
East region, the goals set by the ENBDC KSA
management for 2016 will be achievable and
all out support would be provided to achieve
the same. We are sure the year ahead will
prove to be more fruitful than 2015.

Hesham Abdulla Al Qassim.
Chairman, ENBDC KSA.
Date: 27" March 2016.
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Functions and Responsibilities of Sub
Committees

A. Functions and Responsibilities of the
Audit Committee

1. Oversee the Company’s internal audit
department to ascertain the extent of
effectiveness in carrying out the works
and tasks set by the Board.

2. Review the internal control system and
prepare a written report outlining its
opinions and recommendations in this
regard.

3. Review the internal audit reports and
follow up the implementation of the
corrective actions proposed therein.

4. Provide recommendations to the Board
on the selection, appointment and
removal of auditors, and the review by
the Committee of their professional
competence and independence, and the
potential risks of any conflict of interest,
and their fees.

5. Follow-up the auditors’ works and
approve any works outside the audit
scope of work that may be assigned to
them while performing the audit works.

6. Review the audit plan with the auditors
and comment on the same.

7. Review the notes of the auditors on the
financial statements and follow up the
actions taken in respect thereof.
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Appendix 1

. Review the interim and annual financial
statements before submission to the
Board and give opinion and
recommendation in respect thereof.

. Review the accounting policies used
and give opinion and recommendation
to the Board on the same.

Functions and Responsibilities of
the Nomination and Remuneration
Committee

. Recommend nominees to the Board of
Managers in accordance with applicable
policies and guidelines. No person
previously convicted of any crime
involving dishonesty or moral turpitude
may be nominated.

. Conduct annual review of appropriate
skills needs required for Board
membership and prepare a description
of the capabilities and qualifications
required for Board membership,
including determination of the amount of
time that must to be devoted by the
member to the Board activities.

. Review the structure of the Board of
Managers and provide
recommendations on such changes that
can be made.

. Identify the weaknesses and strengths
of the Board, and propose appropriate
actions to address weaknesses based
on the Company’s interests.

. Annually ascertain independence of
independent members, and ensure that
there is no conflict of interest if the
member serves on the Board of another
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Appendix 1

company.

6. Develop clear policies for compensation
and remuneration of Board members
and senior executives using
performance-linked criteria.

C. Functions and Responsibilities
of the Executive Committee

1. Oversee implementation of decisions
passed by the Company’s Board of
Managers.

2. Regularly update the Company’s Board
of Managers on the Executive
Committee’s activities.

3. Oversee the provision of the annual
strategic plan.

4. Submit recommendations to the
Company’'s Board of Managers to
approve unbudgeted expenditures.

5. Review the Company's budget and
recommend approval thereof.

6. Assign tasks to other committees,
monitor performance of the same and
provide recommendations thereon.

7. Implementation of the Company
policies.

8. Review the financial strategy specified
by the Company to ensure achievement
of financial targets.

9. Review the investment objectives,
policies and guidelines proposed by the
Company managers and direct the
Company'’s investment portfolio.

10. Provide recommendations to the Board
on the following resolutions:

A. The Company’s strategy and action
plans.

B. The business budgets.

C. New Projects and products outside the
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Appendix 1

Executive Committee powers.

. Policies and procedures relating to
investments outside the Executive
Committee powers.

. Suggestions on bonuses of Company
employees.

. Functions and Responsibilities of the
Risk and Compliance Committee

. Develop the
Risk/Compliance guidelines,
and procedures.

Company’s
policies

. Establish a separate Risk/Compliance
management in the Company.

. Ensure that all material
Risk/Compliance activities are put forth
to the Company’s Board of Managers.

. Ensure implementation of
Risk/Compliance policies and
procedures and Risk/Compliance

control plans and ensure adherence to
Capital Market Law  and its
implementing regulations.

. Assess Risk/Compliance policies and
procedures on a regular basis.

. Review risks of non-compliance with the
responsibilities and  functions  of
Risk/Compliance = employees, and
monitor and report such risks.

. Submit  suggestions to  develop
Risk/Compliance policy and procedures
and control plan.

. Notify the Audit Committee of all
activities that may have material
financial impact on the Company.

. Meet regularly to discuss compliance
and complaint handling activities and
any other regulatory activities, and, if
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Appendix 1

appropriate, adjust the same.

10. Supervise and train the company staff
and follow up their performance in order
to ensure fulfllment of their
responsibilities appropriately.

11. Notify the Company’s Board of
Managers of any material violations of
laws, regulations, rules, code of

conduct, or best practice standards.

12. Determine the penalties to be applied
in case of detection of any violation.

13. Present the minutes of meetings to the
Company’s Board for approval.

14. Provide in-house resources to the

committee.

15. Present a report to the Company’s
Board on current compliance status with
respect to the following:

A. Achievement of the objectives of the
Risk & Compliance Department

B. Human and technical resources
required to achieve these objectives.

C. Key remarks, weaknesses,
irregularities (if any), recommendations,
and the corrective actions taken, as well
as any preventive measures to ward off
the risks identified.

D. Information related to the functions and
responsibilities of the Risk/Compliance
department.
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