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The Board of Directors of American Express Saudi
Arabia (hereinafter referred to as the “Company”)
is pleased to present the Annual Report for the year
ended 31 December 2020G.

A. LEGAL STATUS

The Company is a Saudi closed joint company,
duly incorporated under the Saudi Companies Law
and is subject to all applicable laws and regulations
of the Saudi Central Bank (“SAMA”) and the
Ministry of Commerce (“MoC”) and other laws
and regulations applicable in the Kingdom of Saudi
Arabia (“KSA™). AESA is licensed and regulated
by the Saudi Central Bank (SAMA).

The accompanying financial statements of the
Company have been prepared for the year ended
31 December 2020G in accordance with
International  Financial Reporting Standards
(“IFRS”) as endorsed in KSA and in compliance
with the requirements of Saudi Companies Law
and the Bylaws of the Company.

B. YEAR2020G — A GLIMPSE

Due to a challenging economic environment amid
the coronavirus (“COVID-19”) pandemic, the
Company witnessed a significant decrease in
revenues and profits compared to the year 2019G.
However, necessary steps for cost control and
revenue protection were taken proactively and on a
continual basis.

Additionally, the Company closely monitored the

situation and activated its business continuity plan
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and other risk management practices, COVID

Assistance and Loss Mitigation program
(“CALM”), to manage the potential business
disruption COVID-19 outbreak may have had on

its operations and financial performance.

Safety and wellbeing of our staff and families was
paramount in 2020. To ensure social distancing in
the work place we continued the work from home
program for departments that were short of space

to distance.

Due to stringent cost control measures and good
revenue management, the Company managed to

end the year 2020 with profit.
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SAR Million

Particulars Year ended Year ended
31 Dec ’20 31 Dec’19
Total operating revenue 258 404
Total expenses including zakat and tax (241) (278)
Net profit for the period 17 126
Total assets 684 971
Total liabilities 360 545
Total shareholders’ equity 324 426
$ag% Jhy Ggalally
2019 sraws 31 B Agdladl | L) el
EYWER
Jaund 31
2020
404 258 Al il clal ¥l (Aan)
(278) (241) Ay puall g LS 3N Alaidia iy jladll laa)
126 17 sl oo Y il
971 684 Jya¥l s
545 360 pyadll Jlaa)
426 324 Opapluall (§ gia  Jlaa)

Accounting changes in 2020G

There were no changes to the accounting standards
in 2020. However, due to the current pandemic
situation, the Company stress tested its accounting

model for expected credit losses and

conservatively, an additional provision of SAR
750k as at 31 December 2020 was considered
prudent. This is included in the overall provision

numbers.
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SAMA’s support

In response to COVID-19, SAMA launched the
Private Sector Financing Support Program
(“PSFSP”) in March 2020 to provide the necessary
support to the SME sector through empowering
and facilitating the financing community.

SAMA bore the fees for Merchant Fees and related
Value Added Tax (VAT) which AESA charges to
its merchants for a period of 6 months starting 14
March 2020.

The total fees that SAMA accepted to bore on
behalf of AESA’s merchants was SAR 20.08
million out of which SAR 16.67 million was
receivable from SAMA as at 31 December 2020.
Subsequent to the year end, AESA received SAR
14.86 million and the balance SAR 1.81 million is

expected to be received during the year 2021.
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C. VISION AND MISSION

Vision

The Company’s vision is “to be the best payment
card service and corporate expense management
provider in the Kingdom of Saudi Arabia by
understanding and fulfilling customer needs while

meeting highest international standards™.

Mission

The Company’s mission is to “deliver state of the
art world class products and services in the
payment card industry in the Kingdom of Saudi
Arabia through innovation and vision by a well-
trained team that is the best in class adhering to
international service standards. The Company will
always aspire to be the employer of choice in the
financial service industry. Employees will always
take a professional approach in dealing with

stakeholders and customers”.

D. MAJOR BUSINESS ACTIVITIES

The Company is committed to offering unique
services to its
Our

continuously meet and exceed our customers'

products and existing and

prospective customers. objective is to

expectations by introducing innovative products
and providing superior customer service. The core

values of American Express are quality,
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professionalism, integrity, courtesy, transparency
and efficiency.
The Company’s activities are:

e the issuance of payment card products in the
Kingdom of Saudi Arabia and the provision of
related services including the payment for
purchases of goods and services; and

e to establish a network of service establishments
in the Kingdom of Saudi Arabia for the
acceptance of all kinds of card products as a
payment for goods and services.

All cards issued by the Company are Sharia
compliant.

E. AUDITORS’ REPORT —31 DECEMBER
2020G

An unqualified audit report was issued by Ernst &
Young, the external auditors, on AESA’s financial
statements for the year ended 31 December 2020G.

Ernst & Young have completed five years as external
auditors of AESA, and as per the Companies Law,
joint stock companies may not appoint external
auditors for more than five consecutive years. Thus,
the Board of Directors made the recommendation to
the General Assembly to appoint KPMG as the
external auditors for the financial year ending 31
December 2021G.
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F. CORPORATE SOCIAL RESPONSIBILITY

The Company continues to support humanitarian and
social organisations within the Kingdom of Saudi
Arabia, which make meaningful contributions to the
society.

During 2020, the Company made a contribution of
SAR 1 million to the Health Endowment Fund of the
Ministry of Health; SAR 0.73 million to Ershad
Endowment and SAR 0.53 million to Al Rahmah
Medical Charitable Society.

G. COMPOSITION OF THE BOARD OF DIRECTORS

The Board of Directors comprised of the following
members as of 31 December 2020G.:

Name of Director Title

1. HH Prince Ahmad bin Khalid
bin Abdullah bin Chairman
Abdulrahman Al Saud

Vice chairman
2. Mr. Ramzi Al Nassar

Board member
3. Mr. Michael G. Trattles

4. Mr. Robert K McDowall Board member

Board member
5. Mr. Imtiaz Ahmed

Board member
6. Mr. Mohammed Al Fraih
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EXPRESS

Board member  _ulaa  giac
7. Mr. Mansour Al Obaikan ’ . iy OlSusll ) paia /ol 7
L

8. Vacant** ** 2Ll 8

The Board of Directors convened four times during 22020 le 1) EQL W & Ji Byl ulaa aadal
the year 2020G; in March 2020G., June 2020G.,
September 2020G. and November 2020G. All
Directors were present at each Board meeting.

iy 22020 sy 02020 el A Gl
oalaall eliae | asan (IS 5 (22020 e 53522020
Clelaia¥l @l S b oy puala

American Express Saudi Arabia A gradl Gy puaS) (S el AS
Closed Joint Stock Company, P.O. Box 6624 — Riyadh 11452 11452 by ll — 6624 3 (352 dlile LabuadS )3
Tel:(+966 11) 292 6600, E-Fax: (+966 11) 472 1844 (+966 11) 472 1844:4S4 «(+966 11) 292 6600 i
CR: 1010183222, UNN: 7001453476 7001453476 13a sall a3 ¢1010183222 (s ol Jadl o
CoC: 130053 130053 G guaalt o
Paid Up Capital SAR 100,000,000 990 Jly 100,000,000 :Juall

www.americanexpress.com.sa

11



H. THE COMPANY’S BOARD COMMITTEES

The Company has set up the following committees:

1. Audit Committee:
The Audit Committee assists the Board in its
oversight of the integrity of the Company’s financial
statements, internal controls and compliance with
related legal and regulatory requirements. The
Committee reviews the internal audit function, its

independence and quality of performance.

The Audit Committee met four times during the year
2020G.; in February 2020G., June 2020G., and
September 2020G. and November 2020G.

2. Executive Committee:

The Executive Committee is responsible for
reviewing and making recommendations to the
Board of Directors on all matters pertaining to
strategic planning, annual budgets, periodic
forecasts, major investments, commercial activities
and all other matters that do not specifically fall

within the mandate of other committees.

The Executive Committee met four times during the
year 2020G.; in February 2020G., June 2020G.,
September 2020G. and November 2020G.
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3. Enterprise Risk Committee:

The Enterprise Risk Committee has the overall
oversight for the Company’s risk appetite and risk
management. It periodically reviews, among others,
risks related to credit, regulatory matters, market,
liquidity, operations, reputation, information
technology and information security.

The Enterprise Risk Committee met four times
during the year 2020G.; in February 2020G., June

2020G., September 2020G. and November 2020G.

4. Nomination & Remuneration
Committee:
The Nomination & Remuneration Committee (NRC)
assists the Board in the annual review of the
Company’s overall compensation and incentive
policies. The committee makes recommendations of

incentive schemes for employees of all levels
including the senior management based on
performance ratings. The NRC periodically
benchmarks AESA compensation levels against the
market.

The NRC met twice during the year 2020G., in July
2020G. and November 2020G.
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I. RELATED PARTY TRANSACTIONS

A8t cild iyl ae da piall liiall

The Company deals with its related parties in the (3lus 4 ey ABNadl b3 il LY e A8 580 Jalats
normal course of business. Set out below is a (e |ja g olial Jgaall fecadyy Apalie V) Lelacl
summary of transactions with related parties for the M4 433l <l _).L.“y\ ey )_;i ol O alall

122020 e 31 b dggritall Al

year ended 31 December 2020G.:
#2020 w31

(st Ju i) it

2,784
(1,020)
101

(47,221)
4,671

609
433

2,042

768,000
(944,663)
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Related Party

Shareholder

The Saudi Investment Bank

Share of co-brand fee

Affiliates

American Express Travel

Related Services fees earned

Merchant transaction fees incurred

on foreign cards

Support and other services

Royalty expense

American Express Overseas
Credit Corporation NV

In addition to the above, most of the routine banking
transactions of the Company are carried out with The
Saudi Investment Bank (SAIB). Bank balances at the
end of the reporting period with SAIB amounted to
SAR 94.95 million.

The compensation of key management personnel
inclusive of short term, termination and other long-
term benefits for the year ended 31 December
2020G. was SAR 17.04 million.

The Company does not pay any remuneration or
compensation to the non-executive Directors for any
expenses they incur to attend and participate in

Board and other committee meetings.

Outstanding balances of key management personnel

of the Company, arising out of credit card related
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Nature of Transaction

Data support and other services
Service and annual card fees

Merchant and airline transaction

Special commission expense

Short term loans received
Short term loans settled

31 December 2020G.
SAR Thousands

2,784
(1,020)

101

(47,221)
4,671

609
433

2,042
768,000
(944,663)
Clalaall aliza 2 2 coMef HS3 La ) dilaly
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transactions, as at 31 December 2020G amounted to

SAR 1.08 million.

J. RISK MANAGEMENT

Oste 1.08 22020 ey 31 A& WS (laiyl

(g5 dly

Ll 3,1 s

The Company’s activities expose it to a variety of (s 4e giia de gana ) 48,30 dalil ja jafs

financial risks, such as, market risks, credit risk,
liquidity risks and currency risks. The Company’s
overall risk management programme focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Company’s

financial performance.

Risk management is carried out under policies
approved by the Board of Directors. Management
identifies and evaluates overall risk management
covering specific areas, such as foreign exchange
risk, special commission rate risk, credit risk, and

investment of excess liquidity.

1. Credit risk

Credit risk is the risk that the Company will incur
a loss because its customers or counterparties fail
to discharge their contractual obligations. Credit
exposures arise principally in respect of lending
activities that lead to card members’ receivables.
There is also credit risk in off balance sheet
financial instruments, such as undrawn
commitments.

The Company assesses the probability of default of

its customers using their internal payment and

American Express Saudi Arabia
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spend history, application and behaviour scores,
credit bureau information (including bureau
scores) and other external data sources.

The Company attempts to control credit risk by
approving creditworthy applicants, monitoring
credit exposures, limiting transactions with specific
counterparties, performing periodic credit bureau
inquiries for all customers, preventing card usage
when customers go significantly over their credit
limit or become delinquent and by regular follow

up for collection of overdue receivables.

2. Special commission rate risk

Special commission rate risk is the uncertainty of
future earnings resulting from fluctuations in
special commission rates. The risk arises when
there is a mismatch in the assets and liabilities
which are subject to special commission rate
adjustment within a specified year. The most
important source of such special commission rate
risk is the Company’s short term borrowing
facilities, where fluctuations in special commission
rates, if any, are reflected in the results of
operations.

Card member receivables are not subject to special
commission rate risk as the Company charges fixed
monthly service and administrative fees for the
overdue balance in respect of commercial products.

Further, non-commercial products are also not
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EXPRESS

subject to special commission rate risk as

Tawarrug fee percentage is fixed in nature.

3. Liquidity risk

Liquidity risk is the risk that the Company will be
unable to meet its net financing requirements.
Liquidity risk can be caused by market disruptions
or credit downgrades, which may cause certain
sources of financing to dry up immediately.
Management monitors the maturity profile to
ensure that adequate liquidity is maintained. The
Company has sufficient liquidity to manage its

working capital requirements on ongoing basis.

4. Currency risk

Currency risk is the risk that the value of financial
instruments will fluctuate due to changes in foreign
exchange rates. The Company is subject to
fluctuations in foreign exchange rates in the normal
course of its business. The Company did not
undertake significant transactions in currencies
other than Saudi Arabian Riyals and US Dollars.
Since Saudi Arabian Riyals is on a fixed parity to
the US Dollar, Management believes that the
Company is not subject to any significant currency

risk.
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5. Operational Risk .
Aaladal) bl 5

In the payment card business, operational risk is a aal aaf adall Cililay Jlae (8 Adsdill lalaall aef
very important risk that has to be mitigated with NN =3 JAS (e Lgdiias o2 ) ks
Shlaall o3 5 lal (e A8 Al S 8y i Al
O daalill sl s A8 1Lk ua s e
managed this risk very well given the low fraud se Ce Aaalil jiluall cila amliadly JlaaY!

systems support and expertise. The company has

loss numbers and no charge back loss numbers. ALl 5 gl dagd oy yiud e 3 yaEll
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K. BORROWINGS FOR WORKING CAPITAL

As at 31 December 2020G, the Company had the
following conventional credit facilities, with banks
and financial institutions. Short term borrowing
facilities represents the following loan / facilities
obtained by the Company:

e Short-term facilities have been obtained from
GIB for SAR 300 million to finance the working
capital requirements of the Company. This loan
is secured by promissory notes signed by the
Company. As of 31 December 2020G, the
outstanding balance under these facilities was nil.

e Credit facility from American Express Overseas
Credit Corporation NV (“AEOCC NV”)
aggregating SAR 750 million to finance the
working capital requirement of the Company. As
of 31 December 2020G, the outstanding balance
under this facility was SAR 90.75 million.

L. ANNUAL REVIEW OF THE EFFECTIVENESS
OF INTERNAL CONTROLS

No significant issues were noted in relation to the
effectiveness of internal controls by the internal
audit department during the audits conducted in
2020G.
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M. INVESTMENT IN AFFILIATED COMPANIES

AESA has no investment in affiliated companies.

N. CONTRACTS AND TRANSACTIONS WITH RELATED
PARTIES

There have been no contractual arrangements with
vendors, contractors and related entities in which the
Board members, Chairman, CEO, CFO or other senior
officials have interest except on purely commercial

terms and as disclosed in clause [ above.

O. DIVIDENDS

The Company distributed dividends out of the 2019G
profits amounting to SAR 115.50 million subsequent to
approval from SAMA and a resolution by the

shareholders.

In order to preserve capital and on account of lower
profits for the year ended 31 December 2020, the Board
has not recommended a dividend payout to the

shareholders.
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P. REGULATORY AND COMPLIANCE

Set out below is a summary of SAMA’s executive orders

and the related fines settled by AESA.

JUiaY) g duaidiiill Jibudl £

Lagall oyl al oo T e ge M U gaadl ey
o Alall el el jall 5 (538 pall il (e 3 jaball

A graall Ga ] OIS gl Lginau

Violation 31 December 2020 31 December 2019
Amount (SAR) | # of Executive Amount # of Executive
Decisions (SAR) Decisions
Violation of the supervisory 90,000 1 nil -
and supervisory instructions of
SAMA.
Violation of SAMA’s nil - nil -
instructions for protecting
customers.
Violation of SAMA’s 50,000 1 nil -
instructions regarding due
diligence in combating money
laundering and terrorist
financing.
22019 yawua 31 22020 rasga 31 Al g g
Al s Jby) Aaddll <l il ase Jby) Lasdl)
A,ai (o Ahad (sigru
g Y Y 1 90,000 IS el il ilagla’i ddllae
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Q. CONCLUSION

We look forward to achieving a healthy growth in 2021G and

PO R
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Ahmad Bin Khalid Al Saud . Attygalle Amr A. AlDhobaib
3gna J1 AA 0 daa usall daal g e
Chairman of the Board of hief Executive Officer Chief Financial Officer
Directors (S i M) (lall jpsall
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Dated: 10 February 2021
28 Jumada Al-Thani 1442H
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