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INTRODUCTION

The Northern Trust Company of Saudi Arabia (TNTCoSA) is a Saudi Closed
Joint Stock Company with paid up capital of SARS2 million. TNTCoSA
operates under Commercial Registration No. 1010366439 issued on
22/04/1434H (corresponding to 04/03/2013G) by the Saudi Arabian Ministry
of Commerce and Investment and the Capital Market Authority License No.
26-12163 dated 25/10/1433H (corresponding to 12/09/2012G), which
authorizes TNTCoSA to managing of investment funds and client portfolios,
advising and custody in the securities business. TNTCoSA's founding
shareholders are wholly owned subsidiaries of the Northern Trust
Corporation. The registered office of TNTCoSA is located in Riyadh (Nahkeel
Tower, 11" Floor, King Fahad Rd).

BUSINESS STRATEGY

Northern Trust is a leading provider of asset servicing, asset management
and wealth management services including global custody, fund
administration, investment management, banking and fiduciary solutions for
corporations, institutions and affluent individuals worldwide. Northern Trust
focuses on two target market segments through its Wealth Management
and Corporate & Institutional Services business units.

TNTCoS5A has been established to provide custody, asset management and
advisory services to Saudi clients. Clients are expected to include Saudi
domiciled funds, charities, corporates, credit institutions, insurance
companies, government agencies, pension schemes and high net worth
individuals.

TNTCoSA leverages Northern Trust's global operating model and as a result,
contractual arrangements have been put in place to delegate the provision
of asset management, global custody and related asset servicing activities to
Northern Trust group entities.

FUTURE PLANS

TNTCoSA’s business strategy is focused on four key components financial,
people, capabilities and business.

Financial: continue to win appropriately aligned husiness to achieve our goal
of 15% return on equity.

People; enhance our partner capabilities across client services and
operations through enhanced training and talent management.

Capabilities: implement Saudi direct custody {1H 2019) with a risk based
approach to governance and control of operations and partners.

Business: enhance product and services efficiency for clients whilst providing
thought leadership and strategic engagement with our clients.

QOur strategy will be achieved through a focus on core market segments,
focus on our clients and focus on developing new clients and is underpinned
by TNTCoSA’s differentiation in the market through its client servicing,
technology and aligned business focus.

At the end of the 2018, TNTCoSA has 13 employees with 77% Saudization (10
employees) and 40% Saudi ladies (4 employees). TNTCoSA, as we continue to
grow our business, will employ further Saudi’s in 2019, including circa two (2)
employees and two (2} inters.
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OPERATING RESULTS

Figures in SAR M 2018 | 2017 2016 2015 2014
Total Revenues 40.2 34.6 29.1 27.4 15.4
Total Expenses 15.4 15.4 11.8 10.7 7.2
Net Income After | 19.7 15.2 13.7 131 6.7
Tax

Total Assets 96.0 78.8 72.8 71.4 £2.9
Total Liabilities 5.7 81 5.1 5.6 3.7
Net Equity 90.3 70.7 67.7 £65.8 59.2

Nates to Financial Positions

* TNTCoSA did not have any substantial changes to financial position
year over year.

*  The external auditor expressed unqualified opinion, however added an
emphasis of matter drawing attention to note 27 to Financial
Statements.

Significate differences in the operating results

As required by the CMA, TNTCaSA is required to publish an annual set of
Pillar 3 disclosures. These disclosures are related to market discipline and
alm to make firms more transparent by requiring them to publish prescribed
details of their risks, capital and risk management. TNTCoSA's Pillar 3
disclosures are published on the Northern Trust Corporation website and
can be found at the following address:
http://www.northerntrust.com/about-us/investor-relations/financial-
information/sec-regulatory-filings

DIVIDEND
TNTCoSA paid NIL dividends in 2018,

RISK MANAGEMENT

Overview

Risk management is the responsibility of the TNTCoSA Board. This is
conducted within the overall global risk framework of NTC. Policies and
practices are validated and locally approved by the Board and the regional
risk organisation is structured to provide the Board with the necessary risk
reporting and oversight to satisfy its responsibilities.

At the Corporate level, Northern Trust defines risk appetite as the amount
and types of risk that it is willing to assume in its exposures and business
activities to achleve its strategic and financial objectives. Risk appetite is a
methodology to measure Northern Trust’s willingness to take risk and
reflects Northern Trust's tolerance of certain levels of risk exposures as
measured at the enterprise and business level, as applicable. Northern
Trust's Corporate Risk Appetite Statement reflects Northern Trust's
expectation that risk is consclously considered as part of day-to-day activities
and strategic decisions. Northern Trust manages its business activities
consistent with the risk appetite statement, in which specific guidelines are
detailed for credit, operational, fiduciary, compliance, market, liguidity, and
strategic risk. The Global Enterprise Risk Committee (GERC) reviews the
measurement and assessment of risk within the Carporation and against
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Northern Trust's Corporate Risk Appetite Statement. When appropriate,
GERC addresses emerging risk issues and directs risk mitigation actions.

The nature of the business operating model employed by TNTCoSA results in
low residual exposure to credit, operational, market and liquidity risk.

Risk Framework & Governance

Northern Trust employs an enterprise wide risk management (ERM)
framework which provides for a consistent understanding of risk
management throughout the arganisation.

The ERM Framework Is integral to capital and
assessments. Key intersections include:

liquidity adequacy

s« The execution of corporate strategy consistent with risk appetite,
inform capital and liquidity adequacy assessments.

e The risk assessment process identifies key risks and provides the basis
to determine the capital and liguidity requirements, which in turn are
used to help assess capital and liquidity adequacy.

s Integrated scenario amalyses that consider the impacts of specific
events on capital and liquidity positions.

One of the Framework's principal goals is to ensure that Northern Trust's
strategy is executed consistently within corporate risk appetite and the
individual risk categories’ thresholds. In discharging its responsibility for Risk
Management, the TNTCoSA Board utilises the global and regional
frameworks (detailed below) as required.

The monthly EMEA Risk Committee (ERC) is the senior risk committee for all
activities conducted within the EMEA region.

Supporting this local governance, there are six corporate risk committees
that possess a detailed understanding of the risks within their specific areas
of responsibility. Collectively these committees review, recommend and
approve risk management strategies, policies, and management practices.
They also monitor risk performance and the effectiveness of the risk
management processes.
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Credit Risk

Northern Trust defines credit risk as the risk to interest income or principal
from the failure of a borrower or counterparty to perform an obligation.

For TNTCoSA, credit risk arises from the placement of its surplus balance
sheet capital with local banks and the risk that fee income may not be
received. TNTCoSA does not undertake any derivative, repo, reverse repo or
securities borrowing/lending that would give rise to counterparty credit risk.
It also does not make use of credit risk mitigation arrangements nor
undertake activity that requires consideration of 'wrong way risk’ for credit
exposures.The counterparties used by TNTCoSA for investment of surplus
cash are highly credit worthy financial institutions. TNTCoSA's Board
approved Liquidity and Investment Policy limits placement of capital in the
interbank market to a maximum tenor of 3 months. Placement is with Saudi
banks and may only be invested outside of Saudi Arabia with prior approval
of at least one director of the TNTCoSA Board; such external investment is
also subject to the CMA's large exposure rules, TNTCoSA has robust
processes and controls in place to mitigate risk of loss including pre-
approved counterparty limits set by the NTC Capital Markets Credit
Committee, periodic monitoring and reporting of exposure, daily monitoring
of country risk limits and maintaining short duration for placements. None of
TNTCoSA's credit exposures were reported past due or impaired in the 2017
financial statements. All receivables are repayable on demand or within 3
months.

Market Risk - Trading

Northern Trust defines trading risk as the potential for movements in market
variables such as foreign exchange and commission rates to cause changes in
the value of trading positions. TNTCoSA does not hold or manage trading
positions and therefare is not subject to trading book market risk.

In terms of foreign exchange, TNTCoSA's capital and reserve funds are
invested in local base currency and therefore do not present market risk. The
Company’s transactions are principally in Saudi Riyals and USD; other
transactions in foreign currencies are not material.

Interest Rate Risk in the Banking Book

Northern Trust defines interest rate risk in the banking book as the potential
for movements in interest rates to cause changes in net interest income and
the market value of equity

TNTCoSA does not take client deposits so interest rate risk is limited to short
term investments of capital, which is limited to a maximum tenor of 3
months. Investment risk monitoring is performed by the financial and
treasury departments, with oversight perfarmed by the EMEA Market and
Liquidity Risk team.

Liquidity Risk
Northern Trust defines liquidity risk as the risk of not being able to raise
sufficient funds or collateral to meet balance sheet and contingent liability

cash flow obligations when they are due and payable because of firm-
specific or market-wide events.
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Under Northern Trust's risk framework, liquidity risk is governed by 1st and
2nd line of defense committees, namely the Asset and Liability Management
Policy Committee (ALCO) and Market and Liquidity Risk Committee
respectively. TNTCoSA’s liquidity risk is minimal as it does not take on
customer deposits or trade as principal; liquidity risk is limited to the
management of day to day operating expenses. TNTCoSA’s Board approved
Liquidity and Investment Policy delegates’ responsibility for the management
of working capital requirements to the finance department, which ensures
funds are available to meet current and future expenses in a timely manner.

In addition, TNTCoSA senior management, in conjunction with the treasury,
legal and finance departments, ensure that cash and securities may be freely
transferred between Northern Trust and TNTCoSA where necessary to
manage liquidity. Annual liquidity stress testing and contingency funding
planning for TNTCaSA are included as part of the wider Northern Trust
liquidity risk framework.

Liquidity risk monitoring Is performed by the finance and treasury
departments, with oversight performed by the EMEA Market and Liquidity
Risk team.

Operational Risk

Northern Trust defines operational risk as the risk of loss from inadequate or
failed internal processes, human factors and systems or from external
events. The objective is to manage operational risk so as to balance the
avoidance of financial losses and reputational damage with overall cost
effectiveness.

Due to the current operating model {delegation of licensed activity to
offshore affiliates) limited operational activity is performed locally. For
TNTCoSA, business disruption impacting local personnel and facilities and
external fraud (primarily as a result of cyber activity) are considered to
represent the most significant components of operational risk.

Business continuity risk is overseen by a dedicated Global Business
Continuity and Recovery Services group (GBCRS). GBCRS sets the standards
and manages the testing of incident response organization, disaster recovery
and business continuity plans. A business continuity plan for TNTCoSA has
been established, which deals with the loss of building, applications, people
and service providers. External fraud threat is mitigated through a
combination of comprehensive network monitoring and a range of
Information Technology Risk programmes and controls.

Compliance Risk

Compliance risk is defined as the risk of legal or regulatory sanctions,
material financial loss, or loss of reputation a bank may suffer as a result of
its failure to comply with laws, regulations, rules, related self-regulatory
organization standards, and codes of conduct applicable to its activities.
TNTCoSA splits out Compliance Risk into Regulatory risk and Financial Crime
risk.

Regulatory risk arises from the failure to comply with either prudential or
business conduct regulatory requirements. Prudential requirements are
intended to ensure financial safety and soundness, as well as maintain the
stability of the financial system. Conduct requirements seek to protect the
interests of customers and the integrity of the market.
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Financial Crime Risk is the risk of Northern Trust being used as a conduit to
launder funds derived or intended for a criminal purpose including the
funding of terrorism; the risk of fraud, internal and external to the firm; the
risk of sanctions violations; and risk associated with bribery and corruption.
Risk factors include client base, geographic exposure, and products and
services. Econemic sanctions risk arises from the failure of systems and
controls to detect and prevent an economic sanctions violation.

Reporting on the Compliance programme is provided quarterly to the ERC
and TNTCoSA Board by the MLRO and Compliance Officer. In addition, there
is an annual review of the compliance of TNTCoSA to key relevant
regulations by way of the completion of a Compliance Risk Assessment. The
output of this determines what is covered in the Compliance Testing and
Menitoring Plans. The results of Compliance Tests and Monitoring are
reported to the ERC and TNTCoSA Board, and are in part used to determine
an on-going assessment of compliance risk.

SUBSIDIARY COMPANIES

TNTCoSA has no Subsidiaries.

INTEREST OF BOARD MEMBERS
The TNTCoSA Board has five (5) non-executives, which includes two {2)
independent directors. Independent directors receive financial

compensation for their service as members of the Board of Directors. Three
non-executives, whom are employees of Nerthern Trust globally, received
NIL bonuses or compensation for their role as a member of the Board of
Directors. Only one board member who fills the capacity of the CEQ holds an
executive role in the board membership. Appendix 2 reflect the
compensation

No interest or a contractual subscription rights or securities belonging to the
members of the Board of Directors , senior executives or related parties of
those individuals in shares and bonds of the company.

ARRANGEMENTS WHEREBY ANY MEMBER OF THE BOARD OF DIRECTCRS
OR ANY EXECUTIVE POSITIONS WAIVES ANY REMUNERATION OR
COMPENSATION RIGHTS

TNTCoSA did not have any arrangements for waiving any remuneration of
compensations rights for the board members or the senior executives.

AUDITORS REPORT

The external expressed unqualified opinion, however added an emphasis of
matter para drawing attention to note 27 to Financial Statements.

BOARD OF DIRECTORS AND RELATED COMMITTEES

Board of Directors Formation

TNTCoSA Board of Directors, as of 31 December 2018, was comprised of six
_(6) members, details provided below.
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Name cmﬂ:ll'luuen"-_‘ berships in other companies
Fawaz Al Non-Executive HRH Prince Mugrin CSR Ctee, KSA

Alamy Independent
Chai

Mubarrad Public Company K5A
Alsakr} Holding Group
Al Fatah WIMI'ISIEI.II‘WLCDI‘“_PI_I“' KSA
The Industrisl Group UAE
ibwm Foundation KSA
Jazan Compaiy
. Chaveron Company
Maten Non-Executive Public Pension Agency KSA

Aljubeir Independant

Ibrahim Abunayysn Brothert Company, KSA |

Lafana Company KSA

Bawan Comaany KSA o

Mohammed Alsubsasl &_SnTs'lnuntmcnu Company

IMASIC}, CISC

The Hational Agricultural Development Co KSA

Al Tayyar Trave) Group KSA
"~ Dhar Al-khorama Real Estate Develégment Company |
Manis Berhard Telecom Malaysis g

e Caream Networks
i= Rivadh Alrports Company {Closed Joint Stock Company} in
Riyadh
Al Raidah | Company
Saud| Basic Industry Corp. b
Lesley Non-Executive Fint Arrow Managwd Fund Trustees Limited
Hodgion |
1 Morthern Trust Cayman International Limited
Horthern Trust Fiduclary Sefvicas [Guerniay} Limited
Michael Exmutive NA
Slatar Board Membaer
=CEQ SRl
David MNon-Executive Northern Trust Global Sarvices Ltd
Wicks —
Balinda | Non-Executive N.A
I_';A_:-giuall i
Jamaes Non-Executive N.A
‘wright
Robert Non-Executive HA
| _Frazer

Its worth mentioning the changes in the board memberships during 2018
1. Robert Frazer as non-executive board member tilf the date of July 2018 and
James Wrights were appointed.

2. Lesley Hodgson was a non-executive board member till the date of July
2018 and Belinda Aspinall was appointed.

BOARD MEMBERS MEETINGS

TNTCoSA's Board of Directors held four meetings In 2018 and noted below:

Meeting 1 22 March
Meeting 2 22 May
Meeting 3 17 September
Meeting 4 05 December

Appendix 1- Board & Committee Attendance.

BOARD DIRECTORS COMMITTEES

TNTCoSA has two (2) committees that Include the Audit Committee and the
Remuneration and Nomination Committee. The following are the descriptions and
tasks of these committees.
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Audit Committee

The Audit Committee consists of three {3} Board members. The Audit Committee
appoints an independent reglstered public accounting firm. M/s. Al Azem & Alsudalry,
member Crowe Horwath International were appointed external auditors for 2018 after
KPMG Al Fozan & Partners completed their 5 years termin 2017,

The appointment of Crowe Horwath was approved in the ordinary Assembly meeting
dated 9 August 2018.

The Audit Committee meets with internal audit representatives, recelves and
discusses the internal audit program and results of examinations. The external
auditors also attend the audit committee meeting in which annual financial
statements of TNTCoSA are reviewed.

The Ordinary General Assembly approved the 2017 Financial Statements in March
2018.

The Audit Committee held four (4) meetings in 2018 and noted below

Meeting 1 22 March
Meeting 2 22 May
Mesting 3 17 September
Meeting 4 05 December

Appendix 1 has the attendance of Audit Committees
Committee Member Role
Mr. Robert Frazer Chairman {retired July 2018)

Mr. James Wright Chairman {Aug 2018}

Mr. David Wicks Member

Mrs. Lesley Hodgson Member (retired July 2018)

Mrs., Belinda Aspinall Member({Sep 2018)

INTERANL AUDIT AND CONTORL ENVIRONMENT
Audit Committee Results for 2018

Based primarily on the results of The Northern Trust Company of Saudi Arabia
{TNTCoSA} audlt, an overall control rating of ‘Needs Improvement’ has been assigned
to TNTCoSA.

The Northern Trust Company of Saudi Arabia (issued November 27, 2018}

The issues identified In this audit indicate that the control environment of the Saudi
Arabia Office ("Office”) has declined, which is demonstrated by the repeat exceptions
identified around the ongoing maintenance of the Map of Rules and the effectiveness
of physical access reviews. The Office has also not demonstrated a clear
understanding of all requirements around Registered Persons, specifically relating to
Operational Partners. This Is & crucial period for the Office as it transitions into
becoming a direct custodian in the local market. Oversight activities will increase and
management will need to ensure that partners are sufficiently trained in order to
execute key controls. Management will also need to ensure that key dependencies
and critical risk ltems Identified as part of the Account Operator Model project plan

have been sufficiently addressed prior to going live.
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Vendor Sourcing and Contracting Activities Dec 18, 2018
Storage Systems and Backup Process Dec 19, 2018
System Development and Change Management - Project Dec 20, 2018

Management Life Cycle

Privacy Program and General Data Protection Regulation Dec 27,2018
Control Activities

Enterprise Risk Management Jan 3, 2019
Global Trade Processing and Settiement Jan 4, 2019
Global Fund Accounting Key Applications Jan 11, 2019

Remuneration and Nomination Committee (R&N committee}

The R&N committee consists of three (3) Board members. The REN committee
approves the policies and criteria for nomination to the board membership and
appointment of senior executives and ensures the integrity of board members.
Annually reviews the skills and capabllities required of those suitable for board
membership, ensure independency of independent members and lack of conflict of
interasts. Reviews the structure of the board and submits the necessary
recommendations, identifies strength and weakness points in the board and
recommend the necessary corrective measures. Establishment of performance related
remuneration policies for the board members and senior executives.

The R&N Commiittee held two (2) meetings In 2018 and noted below
Meeting 1 22 May
Meeting 2 17 September

Committee Members

Committee Member Role

Mr. Robert Frazer Chalrman (retired tuly 2018)
Mr. James Wright Chairman {Aug 18)

Mr. David Wicks Member

Mrs. Lesley Hodgson Member {retired July 2018)
Mrs. Balinda Aspinall Member (Sep 18)

R&N committee Results for 2018

During the R&N committee meetings in 2018, the committee recommended the
following action to the Board

s Accepted resignations of Robert and Lesley for the Board and both committees.
*  Recommendation for James and Belinda to be appointed to the Board and both
Committees

BUSINESS OR CONTRACTS IN WHICH TNTCOSA IS A PARTY TO AND A
DIRECTOR, CHIEF EXECUTIVE OFFICER, OR HEAD OF FINANCE, OR ANY
RELATED PERSON HAS AN INTEREST THEREIN

TNTCoSA signed a deal with a client In 2016 and another contract in 2018 with two
clients where TNTCoSA Board member Is also a board member of both clients, other
business of TNTCoSA has not concluded any deals where essentlal interest of one of
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the members of the Board of directors, or the chief executive officer, chief financiat
offtcer, or any person that is related to them through 2018 and concluded directly all
the deals with well-known and large companies.

BOARD AND SENIOR EXECUTIVE REMUNERATION AND BONUS

The Board Members and senlor executives received SAR 8.23 million as in financial
compensation in 2018, see appendix 2

FINES, PENALTIES AND REGULATORY RESTRICTIONS

During 2018, the GAZT Issued tax assessments for the years ended 31 December 2013
to 2016, which were partly settled. The unsettled portion of the issued assessment
was appealed. GAZT agreed to withdraw the appealed assessment at 2 meeting on
25/2/19 at which point the tax audit relating to the years ended 31 Dacember 2013 to
2016 was closed. Penalty notices have been issued, and paid, for the part of the
original assessment that was settled. During 2019, the GAZT has requested additional
information refating the 2017 tax return. It is not clear whether this will develop into a
tax audit.

TNTCoSA LOANS
TNTCoSA provided NIL loans in 2018

Appendix 3 Undertaking of loans

RELATED PARTY TRANSACTION & BALANCES

Related party transactlons and relevant details are disclosed in the note 8 of the
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financlal statements. Aghad a3t g
Related Party Nature of Transaction | 2018 2018 ) Al 23 il Y
Affiliates Fee Income 9,934,884 9.934.884 paea G Jaah [N

Net Revenue under 9,748,134 9,748,134 [N YUY, T o

transfer pricing policy Jisadll ymad ddy

Salarles and employees 313,697 313.697 | Cuilagall Sy jany oy

related expenses — A i — Tl

allocation of employees gyl

costs - gl cipdlud
Shareholders Oividends -

The end of services benefits payable to key management personnel as of 31 Dec 2018

i5 416,682 K SAR

The related Party balances outstanding at 31 December 2018 are as follow:

Related Party Due from Related Due to Related
Parties Parties

The Northern Trust 1.250.825 689.825

Company USA

The Northern Trust 335.456 116.855

Company London Branch

PPA = Director’s Fee 5.540.233 28.189

Other affiliates 35,790 76.487
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CONCLUSION

The Board of Directors Is pleased to express its gratitude to the Government of the
Kingdom of Saudi Arabia and the Capital Market Authority for its continued support.

The Board also acknowledges the dedication and loyalty of its employees.

The Board has approved this document as being accurately reflecting TNTCoSA's

business in 2018

APPENDICES

1.  The Board attendance record
2. Compensation Table
3.  Pledge of the Board

Chairman of the Board

Fawaz Abdulsattar Alalamy
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Board Meeting Attendance Dates
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Members Members of 2018 2018 b 2018
Dr. Fawaz Al Alamy Board Apelogies
Mazen Al Jubeir Board by Telephone
Lesley Hodgson till July 18 Board - AC - R&N Apelogies by Telephone
Michael Slater Board - AC - REN by Telephone
David Wicks Board - AC - R&N by Telephone i Telephone by Telephone by Telephone
Robert Frazer Till June 1B Board - AC - REN by Telephone by Telephone
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Date: 22-Mar-2019 '

Loans Underiaking Letter

To Whom It May Concern,

The Northern Trust Company of Saudi Arabia (“TNTCoSA" or the “Company”) hereby
confirms that for the year of 2018, it did not Issue any loans for their employees or their
board directors. We would also want to conflrm that TNTCoSA’s strategy Is not to
provide loans to siaff, board or clients of the Company. '

TNTCoSA would also like to confirm that it did not conclude any deals or contracts
where the members of the board of directors or chief executive officer or chief financlal
officer, or any person related ta the Company's personal interasts of those contracts or
transactions with the following exception. :

Mazen Aljubair who Is -an I'ndgpendent hoard member at TNTCoSA Is also a board
member at Public Pension Fund,xwhlch became a client of TNTCoSA on 20 December
2018, also a hoard member of Afraeda Investment Company who became a client in
2018. All discusslons and decisions about the relationship with said client are discussed
without Mazen'’s presence at the TNTCoSA board meetings and Mazen has given his
assurance to the TNTCoSA board that he absents himself from any discussions or
decislons concerning TNTCoSA at Public Pension Fund, board mestings.

Board Directors

Name ' Signature _ Date

Dr. Fawaz Al Alamy eSS | 13 [8_ /2013
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