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BEYOND AMBITION

TOGETHER WE CREATED A STRONG

-OUNDAL

With our unrelenting focus on the UAE, in-depth
regional expertise, and consistent leadership,
ADCB is an acknowledged market leader, creating

long-term value and delivering strong results.
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Re-branded
with new look
and feel
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FOR THE
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2014 2016

Launch of Tamooha, Launch of uBank,
to enable Emirati our digital banking
women to balance experience

a fulfilling career

with their traditional

values

*Subject to regulatory and shareholder approval

.y +89%
v INCREASE

SINCE 2008

201/

Launch of Money
Sense programme,

to promote financial
literacy among UAE
Nationals aged 18-35

2019

2019

Announcement of
merger with UNB
and aquisition of
Al Hilal Bank by the
merged entity”



BEYOND AMBITION

FOCUSED AND

COMM

Our aspiration to be the number one bank of choice in the
UAE is fuelled by the strength and effectiveness of our strategy.
Guided by our values of Integrity, Care, Ambition, Respect, and

Discipline and by putting our customers at the centre of our
decision-making, ADCB has become a highly-recognised brand,

trusted by our stakeholders.




ADCB 2018 ANNUAL REPORT

TO OUR LONG-TERM

VISION & VALL
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MOVING

- YON

A decade of strong and consistent leadership has enabled us
to go beyond our ambitions to deliver more to our stakeholders.

We have demonstrated this in the strength of our balance sheet that has
delivered superior gains since 2008, and with the growing number of
customers, whose satisfaction is high and whose personal and professional
ambitions we have helped to unlock. Today we are poised to welcome a new
dawn, providing world-class products and services created for the digital age.
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TO BUILD A
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Our landmark merger with Union National Bank and subsequent acquisition of
Al Hilal Bank presents the UAE with a powerful new financial institution.
This transaction* cements our position as the third largest financial institution
in the UAE and the fifth in the Gulf Cooperation Council (GCC) region.
With greater scale, strong institutional backing, and more investment, we will be
better positioned to support our customers, staff and the UAE economy.

* Subject to regulatory and shareholder approvals
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AED 420 bn

TOTAL ASSETS

1 Million

EXPECTED CUSTOMERS

Further information about the
proposed transaction can be found at
beyondambition.com

Source: Company information as of 30 September 2018 and annualised for net profit
Preliminary pro-forma financials for ADCB and UNB and Al Hilal Bank take into account intercompany eliminations
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ADCB Al
A GLANCE

CONTRIBUTION TO
OPERATING INCOME

PROPERTY
MANAGEMENT

2/{~

An acknowledged leader in the UAE
banking sector, ADCB provides a range
of products and services for more than
886,000 retail and corporate customers.
Established in 1985, ADCB places its
focus on the UAE where it helps to make
a significant contribution to the economy
and the communities it serves. Our
ambition is to be the number one bank
of choice in the UAE.

TREASURY &
INVESTMENTS
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MORE THAN

o100/

EMPLOYEES

BUSINESS FUNCTIONS

CONSUMER BANKING

We support our retail and high-net-
worth customers with a range of
specialist products and services in
conventional and Shari'ah-compliant
banking.

Read more about this on page 62

WHOLESALE BANKING

Our portfolio of services includes
business banking, cash management,
trade finance, corporate finance

and investment banking for clients
that range from government-related
entities (GREs) to financial institutions,
large corporates, mid-sized
corporates and small-to-medium-
sized enterprises (SMEs).

Read more about this on page 66

TREASURY & INVESTMENTS

We provide conventional and Islamic
solutions spanning foreign exchange,
money markets, fixed income, interest
rate, currency and commodity
derivatives along with investment

and risk management solutions.

Read more about this on page 70
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34

NATIONALITIES

5/0

ATMs IN THE UAE

PROPERTY MANAGEMENT

Our Property Management business
comprises of real estate management
and engineering service operations of
subsidiaries, Abu Dhabi Commercial
Properties LLC, Abu Dhabi
Commercial Engineering Services LLC
and rental income of ADCB.

Read more about this on page 72

SUPPORT FUNCTIONS

GROUP BUSINESS SERVICES
Our support and enablement service
teams power the technology,
operational processes, infrastructure
and expertise that provides the secure
and efficient environment on which
our businesses depend.

Read more about this on page 73

HUMAN RESOURCES

We engage our staff by facilitating

a high-performing culture through
our values and passion for customer
service excellence, providing a range
of training opportunities to develop
the skills to support our growing
business.

Read more about this on page 75
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AED 280 bn

ASSETS

AED 4.840 bn

NET PROFIT

AED 090

BASIC EARNINGS PER SHARE

1/7.26%

CAPITAL ADEQUACY RATIO
(BASEL I11)

OUR RATINGS
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CHAIRMAN'S

M

~SOAG

On behalf of ADCB's Board of
Directors, | am pleased to report a
robust performance for the Bank in
2018. While much has changed over
the past decade, both in the banking
sector and within ADCB, we have
adhered to a successful strategy that
continues to yield positive results.

Eissa Mohamed Al Suwaidi

16

Chairman



ADCB 2018 ANNUAL REPORT

BOOK VALUE PER SHARE
(AED)

547
5.07
4.76
4.31

3.88

2013 2014 2015 2016 2017
NET PROFIT We are now on the cusp of another
(AED Billion) significant moment in our history

as we prepare to merge with Union
National Bank (UNB) and then
together acquire Al Hilal Bank. This

is a very exciting transaction that

will create a larger, preeminent

and resilient banking group. It is a
landmark deal for the UAE that will
contribute significantly to our national
ambitions. The transaction is subject

RECORD OPERATING
INCOME
(AED Billion)

to the approval of regulators and
shareholders.

Our governance focus, and prudent
approach to risk management have
helped pave the way for this merger.
The Board's role has been pivotal

in ensuring that our governance
framework adheres to international
best practices and in building ADCB'’s
strong culture. This has shielded
ADCB from the harsher impacts of
the global economy and delivered
safe and sustainable growth. Please

read more in my introduction to
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2018

the Corporate Governance section
on page 88.

In 2018, despite continued economic
headwinds, our net profit increased
13% year on year to AED 4.840 billion.
Our positive performance was
supported by a record operating
income of AED 9.181 billion, up

3% over the prior year. All other
significant performance metrics
remained healthy.

While the economy benefitted from
higher oil revenues and increased
production as well as a boost from
VAT revenue, consumer demand

was still soft, and growth remained
muted. Non-oil GDP was broadly
stable, and investment activity picked
up as the year progressed.

Against this backdrop, we continued
our cautious approach and remained
focussed on our strategy.



SHAREHOLDING STRUCTURE



CORPORATE CULTURE

An important responsibility of your
Board is to nurture an active and
healthy corporate culture, and this
remained a priority in 2018. Guided
by our shared values, we continually
seek to promote a responsible and
diverse culture where our employees
consistently do the right thing for
customers. This approach drives
trust, which in turn underpins our
success and supports our long-term
sustainability. It also supports our
commitment to exceptional customer
service, helping to define ADCB as

a bank that truly stands out from its
competitors.

We held 61 full Board or Committee
meetings in 2018. During those
meetings your Directors engaged
constructively with management,
guiding and challenging their
decisions in a spirit of openness and
transparency. We have continued
to emphasise the importance of
transparency, particularly in our
communications with stakeholders.

RECOMMENDED DIVIDEND

ADCB continues to deliver value. For
the past decade, the Bank's dividend
has continued to grow. For the

2018 financial year, the Board has
recommended a cash dividend of
AED 0.46 per share, translating to a
payout of AED 2.391 billion, equivalent
to 49% of net profit. This dividend
payment is subject to approval at the
annual general meeting.
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LOOKING AHEAD

As we have continued to grow, we
have transformed the Bank to provide
customers with an even greater
choice of products and services and
an outstanding banking experience.
At the same time, our shareholders
have benefitted from the creation of
long-term, sustainable value.

In 2019, we will continue to build

on this. If the merger is approved

by regulators and shareholders, a
new Board will be appointed. That
Board will be responsible for bringing
together the best of the institutions
merging into a new bank. It will be
critical for the Board to safeguard the
governance framework and culture
that we have developed. These have
provided us with the foundations for
our success and underpinned the
integrity of the Bank and its enduring
reputation.

As the new Bank takes shape, it will
also be vital for the new Board to
oversee a disciplined approach to all
aspects of the integration process.
Capturing synergies to reduce costs
and drive efficiencies and ensuring a
smooth transition for customers will
be critical components to create a
robust new business in the coming
months and years.

Meanwhile, the objectives enshrined
in our five strategic pillars remain clear
and relevant, and we are committed
to supporting our ongoing digital
transformation. While we expect
much to change in the next year, the
culture and values that have delivered
ADCB to this point will not change.
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RECOMMENDED
DIVIDEND PER SHARE (AED)

OUR THANKS

On behalf of the Board and all at
ADCB, | extend our most sincere
appreciation and gratitude to His
Highness Sheikh Khalifa bin Zayed Al
Nahyan, the UAE President and Ruler
of Abu Dhabi; to His Highness Sheikh
Mohammed bin Zayed Al Nahyan,
Crown Prince of Abu Dhabi and
Deputy Supreme Commander of the
UAE Armed Forces; to His Highness
Sheikh Mansour bin Zayed Al Nahyan,
Deputy Prime Minister and Minister
of Presidential Affairs; and to the
UAE Central Bank.

I also thank our shareholders,
each and every one of our valued
customers, the ADCB executive
management team and all our
staff for their continued dedication
and support.

'

Eissa Mohamed Al Suwaidi

Chairman
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[ [ The UAE remains one of the
Qv : R\/‘ :\/\/ most resilient economies
In the region, supported by
its diversified economy and

a strong foreign exchange

reserve position.



Throughout 2018, the economy
benefitted both from a rise in oil prices
and the Government’s proactive

fiscal strategy. This important series

of structural reform initiatives will

help the economy by creating an
environment for sustainable growth.

This year, increased Government
spending helped to support growth,
strengthen competitiveness and ease
the burden on corporates seeking to
reduce costs and increase efficiencies
for their businesses in an increasingly
competitive market.

The introduction of VAT in January
2018 was a vital component of the
fiscal reform strategy, which will

help to diversify government revenue
and support fiscal sustainability,
generating additional revenue to
support future investment.

The inflation rate has remained soft,
reflecting a number of headwinds
facing the economy, such as the
correction in the real estate market
and the weak domestic demand.
The strength of the US dollar helped
to contain imported inflation but has
impacted the competitiveness of
key non-oil sectors externally, often
resulting in price discounting, and
squeezing margins still further.

Nevertheless, the non-oil sector,
which accounts for almost 70% of
the UAE's GDP, has seen measured
growth in 2018.

INVESTMENT ACTIVITY

The sector continues to be driven by
key government objectives and the
strengthening of investment activity
across the year, primarily driven by
the lead up to Expo 2020 in Dubai.

Project awards also gathered
momentum in 2018 and Abu Dhabi,
in particular, felt the positive effects
of this revival. Major projects, such as
the upgrade to the Ruwais Refinery
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and the development of offshore
fields, have helped to drive this
increase and laid the foundations
for robust investment growth.

We expect this momentum to
continue throughout 2019. As well as
the construction projects linked to
Expo 2020, Abu Dhabi will benefit from
Abu Dhabi National Oil Company’s
(ADNOC) plans to invest in developing
both upstream and downstream
operations over the next five years.
This is set to fuel additional related
project awards to support this growth.

CONSUMER CONFIDENCE

Consumer confidence remained
muted with demand for retail credit
weakening. Higher prices, combined
with continuing uncertainty in the
labour market, prompted consumers
to take a more disciplined approach
to day-to-day spending and to keep
a careful watch on their wallets.

The hospitality, real estate and retail
markets were impacted as a result
of soft demand and rising supply.
Oversupply in these sectors has
resulted in the decline of property
prices and rental yields, impacting
demand. Both domestic and
international demand remained weak
and real estate prices contracted.
There was a more significant fall in
property sale prices in Dubai than
in rental rates, but both seem set on
a downward trend.

Tourism remained resilient, though
the pace of growth moderated

as the boost from the earlier visa
liberalisation faded.

BANKING SECTOR LIQUIDITY

Banking sector liquidity remained
ample as the loan-to-deposit

ratio declined to a four-year low,
reflecting the outpacing of deposit
growth to credit growth. The key
driver for this liquidity was higher
Government deposits, which reached
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a multi-year high in 2018 as the
price of oil increased. Government
related entities (GREs) also helped
to strengthen total net deposits to
underpin liquidity across the sector.

This liquidity is helping to limit the
positive spread between the EIBOR
and LIBOR rates from historical levels,
though they have widened from the
small differential seen in early 2018.
Meanwhile, the UAE Central Bank
continued to raise benchmark rates
in line with the US Federal Reserve.

LOOKING AHEAD

We expect the Government'’s
proactive fiscal policy to remain a
decisive factor in 2019, continuing

to drive growth in the region and
serving to reinvigorate the economy
through direct spending measures to
boost competitiveness and a pipeline
of large-scale infrastructure projects.

Meanwhile, a number of domestic

and international pressures are likely

to continue and remain challenging.
The lower oil price forecast for 2019
will result in the reduction of export
income, and we see external risks rising
with factors such as the trade tensions
between the US and China and the
forecast slowdown in global growth.
Nevertheless, we expect the UAE's
fundamental position to remain strong.

The steady strength of the dollar,
coupled with the slowing pace of
global growth and a continuing
contraction of the domestic housing
market, look set to be key challenges
for the economy.

Any softening in the global growth
outlook is also expected to be a
challenge to the trade and logistics
sectors in the UAE given its role

as a worldwide transhipment hub.
Nevertheless, the economy is well-
positioned to weather any headwinds
it may face as it continues to regain
its strength.
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BUSINESS

VALUE CREATION
AND DISTRIBUTION

MODEL

OUR RESOURCES

CUSTOMERS
EMPLOYEES
TECHNOLOGY
BRAND

CULTURE

VALUES
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HOW WE OPERATE

We develop banking products for our
varied customer base and distribute
them through our four business units:

WHOLESALE CONSUMER
BANKING BANKING
BUSINESS
SUPPORT
PROPERTY TREASURY
MANAGEMENT

INVESTMENTS

All of which is underpinned by strong
risk management and governance.
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Our longstanding and successful business model is
designed to capture the opportunities that allow us
to create sustainable value for all our stakeholders.
It is built on a loyal and high-performing workforce,
a resolute focus on providing an outstanding
customer experience, and delivering the products,
services and technology that make banking faster,

easier and more secure.

T TO DISTRIBUTE
FINANCIAL VALUE AMONGS T OUR
STAKEHOLDERS
REVENUE CUSTOMERS
PROFIT EMPLOYEES
SHARE PRICE COMMUNITIES
INVESTORS
REGULATORS
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CEOS

[ [ | am proud to be part of an

| | exceptional team of talented people
across ADCB. Together, we have

delivered a strong set of results for
all our stakeholders in 2018.

Ala’a Eraiqat
Group Chief Executive Officer
Member of the Board of Directors
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NET PROFIT
INCREASED BY

OVER 2017

RETURN ON EQUITY
2018
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When | was entrusted to lead the
Bank 10 years ago, | was energised
by an ambitious vision for our future.
Working with a passionate executive
team and a strong Board, we seized
the opportunity to create something
new, something bold—a bank with

a clear, unwavering focus on our
customers and our country. | would
like to thank the Board for their strong
and continued support, trust and
guidance which has helped to set the
tone from top to bottom in terms of
our culture and ability.

The result is the Bank you know
today. A highly-successful financial
institution with solid capital strength,
an award-winning brand and a high-
performing workforce. Motivated by
our ambition and guided by rigorous
discipline, we were able to deliver
steady growth and create sustainable
value for our stakeholders despite
the headwinds of global economic
volatility.

The pages that follow will tell you

the story of this year's success. | am
pleased to say that net profit increased
by 13% over 2017, while our quarterly
net profit surged 27% over the prior
year to a record high. The return on
average equity lifted to 16.3% from
15.0% in 2017. We once again enjoyed
measured growth, created substantial
shareholder value and delivered
strong metrics. Our loans and deposits
increased, and our current and savings
account (CASA) deposits comprised
39% of total customer deposits.

This is a culmination of a vision that
began a decade ago, which has
delivered exceptional returns. Our
shareholders have benefitted from
an extraordinary 10-year total
shareholder return of 520%. At the
same time, we have seen asset
growth of 89% and a 256% rise in
net profit since 2008. These figures
illustrate the strength of our strategy
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CASA AS % OF TOTAL
CUSTOMER DEPOSITS

and our commitment to creating
long-term value.

Our operating environment continues
to be influenced by rapid changes

in technology, transforming customer
expectations and behaviour. The
banking sector is now increasingly a
digital-first environment and we have
been active in providing new ways for
our customers to connect with us.

As a result, and in line with our
clear and compelling strategy
around digital development, we
have embarked on a transformation
programme across the Bank. We
are committed to enhancing the
customer journey to provide an
exceptional experience and enable
faster and more secure banking for
all our customers. We will continue
to invest in technology, talent
development and IT security to
cement our position as a progressive
player in this evolving environment.

This digital acceleration has
continued to help us expand and
improve our services as well as
providing a valuable opportunity

to engage with our customers

on a uniquely personal level. This
year we further refined our digital
platforms and launched a number
of new apps to make banking more
convenient and immediate. You
can read more about our digital
initiatives and journeys in the Business
Review—Group Business Services
section on page 73.
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STRATEGY IN ACTION

None of our successes happened by
chance. They have been driven

by an ambitious strategy, delivered
through our determined commitment
to excellent customer service, and
through our shared values of integrity,
care, ambition, respect and discipline.

It is our adherence to our long-term
strategy, with its five key pillars,

that has generated the resilience
necessary to confidently navigate
the ups and downs of the global
economy. We review our strategy on
a regular basis, and last year digital
transformation was incorporated

as one of our pillars to reflect the
growing move to digital-first in

the banking sector.

With an unrelenting focus on

serving the UAE, and by placing our
customers at the heart of everything
we do, we stand apart from our
competitors, providing our customers
with a high level of knowledge and
skill that is second to none. Itis a

BEYOND AMBITION
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strategy that has supported our
ambition, helping us enhance the
lives of our stakeholders and creating
a real and valuable point of difference
from other financial institutions.

OUR PEOPLE

In many respects, working at ADCB
is more of a lifestyle than just a job.
Perhaps that is why we have one of
the highest employee engagement
scores of any bank—not just in

the UAE, or even regionally, but
across the world. In fact, the level of
engagement ranks amongst the top
of high-performing organisations in
the Fortune 500.

This is an achievement of which

we can be rightfully proud. It
demonstrates the quality and clarity
of our purpose, ambition, and
leadership across the Bank.

Another source of personal pride
for me is that in 2018, Siddiga Abbas
joined our Management Executive

Committee. As the first Emirati
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woman on the Committee, Siddiga
brings a wealth of experience to
her new role as Chief Operations
Officer and a 14-year heritage of
achievement at ADCB.

Siddiga represents exactly the
high-calibre of skills, experience and
innovative thinking that serves to
differentiate us.

We recognise the importance of
diversity in the Bank. We have also
seen a significant increase in the
number of women joining the Bank
and moving into leadership roles.
More than 39% of our workforce is
female with 29% of middle and senior
management roles held by women.

We are also proud to continue to lead
the way in Emiratisation in the banking
sector and we continue to exceed

the Central Bank's requirement on
Emiratisation points which covers
recruitment, development and
progression of UAE national talent.
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FEMALE WORKFORCE

* Subject to regulatory and shareholder approvals
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Attracting and retaining top talent
is fundamental to our success and
is one of the ways that helps us to
provide such a consistent customer
experience.

SOCIAL ENGAGEMENT

Our success also means helping others.
We are committed to promoting
financial literacy to empower the next
generation and to help contribute to
the economy and stability of the UAE.

Through our longstanding
partnership with the Emirates
Foundation, we continue to work hard
to raise levels of financial awareness,
especially with young adults through
our MoneySense programme.

We also play an important role

in encouraging the adoption

of responsible lending and sound
financial management practices
across the UAE. You can read more
about this and other initiatives in the
Sustainability section on page 78.

BEYOND AMBITION

Having achieved so much, there is no
better time to move beyond ambition.

Our merger* with Union National Bank,
and the combined Bank's acquisition
of Al Hilal Bank, represents a new dawn
for our Bank and our people. It brings
with it new possibilities and exciting
opportunities that we are well-placed
to capitalise on.

We can be rightly proud of our
impressive track record of financial
stability, consistently delivering strong
returns to our shareholders. Our

deep expertise, positive culture and
robust governance helped us fulfil our
ambition and set the standard for the
UAE banking sector.

These attributes will serve us well as

we move beyond that ambition to
truly transform the banking sector
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across the UAE. They will enable
us, in this new era, to deepen our
engagement with our employees,
better connect with our customers,
create even more value for our
investors, give more support for
communities, and deliver an
extremely powerful contribution to
the next stage in the development
of the UAE economy.

OUR LEGACY

A decade on, and | remain just as
energised about the mission before
us today. | am honoured by what

we have delivered together, and
passionate about our future. I am also
very proud of the successful, resilient
and customer-centric Bank that we
have built together as a team. Striving
for excellence is—and will continue
to be—embedded in our DNA.

As we embark on a new and exciting
chapter in our story, | am looking
forward to leading ADCB into a
successful, long-term future we can
all be proud of. Again | would like

to thank the Chairman, members

of the Board and the executive
management team for their support
and acknowledge all the people,
including our employees, who have
worked so hard at every level to

get us to where we are today. By
working together we will build on
our rich heritage and journey beyond
ambition.

Ala‘a Eraigat
Group Chief Executive Officer
Member of the Board of Directors
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[ We have travelled beyond the
J Q U R N :\/ ambition we set ourselves a
decade ago so that, guided by a
clear strategy and a strong and

consistent leadership team, we
have repeatedly delivered solid

results across multiple metrics.
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(AED Bilion) 2008 CHANGE % 2018
TOTAL ASSETS 1484 +89 279.8
NET LOANS 109.1 +53 166.4
CUSTOMER DEPOSITS 83.0 +113 176.7
NET PROFIT 1.4 +256 4.8
RETURN ON EQUITY (%) 12.0 +4 16.3
LOAN-TO-DEPOSIT RATIO (%) 131.4 -3/ 94.2
TIER 1 (%) 11.4 +4 15.3
CAPITAL ADEQUACY RATIO (%) 11.4 +6 17.3
EARNINGS PER SHARE (AED) 0.26 +246 0.90
NUMBER OF CUSTOMERS 251K +176 886K
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GROUP

STRAT

~(Y

Our long-term strategy remains
consistent, clear and focussed.
lts five core pillars have served
to underpin our success,
helping to build a resilient and
iInnovative organisation with
exceptional customer service
and a strong brand.
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OUR STRATEGIC APPROACH

OUR AMBITION

To be the number one bank of choice in the UAE

OUR PILLARS

1 2 3 4 5
Generate Sustainability Superior customer Effective risk Exploitation of
sustainable profit through liability experience taking and digital for growth
growth through a growth and funding through service management in line and efficiency—
UAE-centric diversification excellence with a predefined leveraging data

approach risk appetite analytics

OUR VALUES

Integrity Care Ambition Respect Discipline

OUR ENABLERS

Attracting and Agile organisation
rewarding the best talent and innovative culture
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STRATEGIC PILLARS

OUR STRATEGIC PILLARS

HOW WE ACHIEVE THEM

WHAT WEDID IN 2018

Generate sustainable
profit growth through
a UAE-centric
approach

We are committed to the UAE and
its economy. It provides a dynamic,
growing market with great ambition
and significant long-term business
potential as it continues to diversify.
Dedicating ourselves to this one
market gives us a sharp focus on the
developing needs of our customers.

Growing customer base with more than 886,000
customers, with 49 branches in the UAE

11% market share in loans and 10% market share
in deposits

94% of our gross loans are in the UAE

Return on average equity lifted to 16.3% from
15.0% in 2017

Sustainability
through liability
growth and funding
diversification

We have a diversified liability base
with increasing customer deposits.
Loan growth is funded through
growth in customer deposits, which
resulted in a significant improvement
in our loan-to-deposit ratio since the
launch of our strategy.

Customer deposits increased by 8% over 2017 to
AED 177 billion, comprising 72% of total liabilities

CASA deposits were at AED 70 billion
Loan-to-deposit ratio improved to 94.2%

Wholesale funding comprised 19% of total liabilities,
providing further diversification

Superior customer
experience through
service excellence

By providing exceptional service

and ensuring a consistent cross-
platform experience, we anticipate
the changing needs of our customers
and set ourselves apart from our
competitors.

Improved NPS scores (see next page)

30% of every employee’s performance objectives
are measured against customer service

Effective risk-taking
and management in
line with a predefined
risk appetite

Our disciplined approach to risk
management is fundamental to
protecting the Bank’s long-term
financial strength and has given us the
flexibility to adjust to the challenges
of the operating environment.

Cost of risk improved to 0.57% from 0.81% in 2017
Enhanced Bank-wide controls and security

Created a new role of Group Chief Credit Officer

O I AN G NI A

Exploitation of
digital for growth
and efficiency—
leveraging data

We harness digital technology to
simplify the client experience and
improve the ecosystems for all our
customers. Using technology in
the right way helps us to serve our
customers better, enabling faster,

Delivered new online services and tools for retail and
corporate clients to improve customer onboarding,
financing and trade workflows

Launched new mobile banking apps such as
MoneyBuddy and My Choice

analyt|cs more secure and efficient banking. » More than 95% of retail financial transactions done
electronically
o Self-service rates in Wholesale Banking were at
all-time high, with 90% of all transactions migrated
to digital channels
ENABLED THROUGH

Attracting and
rewarding the best
talent with incentives
aligned to strategic
objectives

Our long-term success depends on our people. Channelling their ambition
is critical to the successful realisation of our strategic aspirations.

Agile organisation
and innovative culture

We continually enhance our ways of working. We are improving our culture by being nimbler,
offering greater empowerment at all levels and reducing the number of siloes across the business.
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KEY PERFORMANCE INDICATORS

KPI/STRATEGIC AIM HOW WE MEASURE 2017 2018
Total shareholder return (TSR) o o
183% 58%
Calculated as the growth in share price, plus dividends paid to shareholders
5-YEAR TSR 5-YEAR TSR

Most valuable
bank in the UAE

during the year. TSR is recognised as one of the best measures of
shareholder returns.

DUH

Most profitable

Return on average equity (ROAE)

Calculated as the profit attributable to equity shareholders as a percentage
of average shareholders’ equity.

To increase ROAE, we focus on growing our business where risk-adjusted
returns are maximised and capital is efficiently deployed.

15.0%

16.3%

&X
©

Most efficient

Cost-to-income ratio

Calculated by dividing operating expenses by operating income.

We are re-engineering our operational processes and increasing automation
in order to do more with less. We are becoming more efficient, which
provides greater scope to invest in our businesses.

33.1%

33.6%

)

Most resilient

Basic earnings per share (EPS)

Calculated as profit attributed to equity shareholders, divided by
the weighted average of the shares in issue during the year.

AED
0.80

AED
0.90

‘0

Best customer
service

Net Promoter Score (NPS)

NPS is based on the likelihood that customers will recommend ADCB to
family or a friend.

NPS is calculated as the percentage of customers who are promoters,
rating ADCB a 9 or 10 on a 0 to 10-point scale, minus the percentage who
are detractors, rating it 6 or lower.

According to leading consultants, an increase of five points year on year
is widely regarded as a significant achievement.

Since 2015 ADCB's NPS Scores
have improved significantly
across all areas of the business
(see below)

In our journey towards service excellence, we have
been able to improve the NPS in each of the business

customer experience:

segments over the past three years.

Strategic NPS

1,848

STAFF TRAINED

Variation in NPS Points from 2015

Corporate

Retail

Treasury &
Investments

102,112

CUSTOMERS SPOKEN

IN SERVICE TO FOR FEEDBACK

+43

8 335,114 8,348
STAFF PROVIDED MYSTERY

+28 FEEDBACK ON INTERNAL ~ SHOPPING
SERVICE PROVIDERS AUDITS
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In 2018, we invested in the following areas to enhance

1,074

CUSTOMERS’
FEEDBACK ON
DIGITAL PRODUCTS

15

CUSTOMER EXPERIENCE
AND SERVICE QUALITY
FORUMS



BEYOND AMBITION

RISK
MANAGEMENT | Saeises

successful strategy,
protecting the Bank

and enabling us to grow
more effectively and
with greater security.
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Risk is an integral part of our business and
decision-making process. Our performance
depends on our ability to manage risk at every
level. As a consequence, we have a robust

risk management governance structure and
framework that allows us to maintain a crucial
balance between risk and reward.

This framework is shown below:

CORPORATE GOVERNANCE STRUCTURE

Board

Vv

Board Committees

Audit & Risk & Credit Corporate Nomination,
Compliance Committee Governance Compensation &
Committee Committee HR Committee

Management Committees

Management Executive Committee (MEC)

Management Liabilities & Senior Assets & Capital
Recoveries Initiatives Management Liabilities Expenditure
Committee Committee Committee Committee Committee

(MRC) (LICO) (SMQ) (ALCO) (CEC)
Management Management Financial International
Human Risk & Credit Performance Operations
Resources Committee Management & Alliances
Committee (MRCC) Committee Committee
(MHRC) (FPMC) (I0&AC)
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Board Audit & Compliance

BEYOND AMBITION

STRUCTURE AND COMPOSITION

Board of Directors

Committee (BACC)

Group Chief
Internal Auditor

Human Resources
Group

Government
Relations Group

The Group Chief Risk Officer, who is
part of ADCB'’s Executive Management
team, attends meetings of each of

the four Committees that report to,
and support, the main Board.

Our risk appetite is established by
identifying the amount and type of
risks considered reasonable to deliver
on our business strategy and to
ensure that ADCB can maintain its
activity in the event of unexpected
circumstances.

Wholesale
Banking Group

Group Chief

Consumer Treasury &
Banking Group Investments
Group

ADCB's risk profile and appetite are
approved by the Board and Risk

and Credit Committee and then
cascaded down to every department
and individual throughout the
organisation. We have a strong risk
culture, anchored to our strategy,
and all staff are responsible for
highlighting and managing potential
risks in the course of their work. We
reinforce individual accountability
through a focus on the Three Lines
of Defence model.

In this model, as depicted on the
right, management control is the first
line of defence in risk management,
our various risk control and compliance
oversight functions are the second
line of defence, while independent
assurance—our internal audit team—is
the third.
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- Executive Officer \

Board Risk & Compliance

Committee (BRCC)

Group General Counsel &
Board Secretary

Group Business
Services

01

07

03

Group Finance Risk Group ——

1st Line of Defence

Business Line management
responsible for identification and
control of risks

2nd Line of Defence
Control function of risk
management and compliance

3rd Line of Defence

To provide independent assurance



As part of our continued efforts

to improve the enterprise risk
management operating model and
in line with financial services best
practices and regulatory guidelines,
during 2018 the Bank took the
opportunity to create a new role of
Group Chief Credit Officer. The
position reports to the Group CEO

ADCB 2018 ANNUAL REPORT

with full access to the Board Risk
and Compliance Committee, and
is a member of the Management
Executive Committee and the
Management Risk Committee.
The functions that report into this
new role include Corporate Credit,
Retail and Commercial Credit,

and Wholesale Credit Operations.

ROLES & RESPONSIBILITIES (RISK GOVERNANCE)

The Chief Risk Officer role continues
to cover: Risk Management, Market
Risk, Compliance, Operational Risk,
Fraud, Policy & Portfolio governance
and recently incorporated the function
of Information and Physical security.

The roles and responsibilities for
each function are set out in the graphic
below.

Define strategy and establish & ensure

Management
Executive Committee

Risk Management
function

Business Line
Management responsibility

Internal Audit

In 2018, under the direction of a newly-
appointed Group Chief Risk Officer,
the Bank identified, reviewed and
refreshed its 10 principal risks and
how each one is monitored. You can
read about each of these principal
risks in greater detail on page 43.

We continue to invest in our

risk management capabilities to
strengthen our approach. This year
we engaged a number of external
consultants and subject matter
experts to review, test and approve
our internal processes and policies,
including information security/
cybersecurity, compliance and credit
and expected loss model validation.

strong risk governance and control

environment

Oversight & Implement

——————— Risk Management & Compliance

——— Ownership

——> Assurance

2018 marked the introduction of

IFRS 9 Accounting Standard relating
to approach to provisions for credit
risk. In the lead up period, ADCB
developed models to drive the
provision assessments for both retail
and wholesale portfolios. These
modules were successfully deployed
in 2018 with relevant provision and
staging trends, by line of business and
the various portfolio segments,
tracked and reported to management
and Board Committees. Our predictive
capabilities have been enhanced via
in-house development of early alert
dashboards and we have extended
the use of Etihad Credit Bureau

score to assist in decisions within

the Commercial Business. We also
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initiated standardised enterprise-wide
stress tests and reverse stress tests. At
the same time, we provided staff with
a range of technical training and risk
awareness programmes.

We consistently monitor the impact
of international developments and
domestic challenges on our portfolio
and adapt our approach accordingly.
One of the ways we are improving
the quality and speed of our response
to emerging risks and regulatory
reporting requirements, for example,
is by investing in automation and
upgrading our internal information
management systems. This helps to
ensure that our risk management
practices remain best-in-class.



BEYOND AMBITION

CAPITAL PLANNING PROCESS

Reqgulators view the systemic risk of
bank failures very seriously. The loss
they can cause to depositors and the
costs of bailouts by the government
can be substantial, and as a result, the
capital structure of banks is subject
to rigorous regulation. The Basel
Accords focus on risk management

in banks and link the business

profile of banks to their risk profiles
and subsequently to regulatory
capital. Hence, the Bank places high
emphasis on capital structure, capital
planning and capital allocation as part

of strategic decision-making.

CAPITAL PLANNING IN ACTION

In practical terms, the role of capital
in any bank is to provide creditor
protection. Capital acts as a buffer
against potential losses, thereby
protecting depositors and other
creditors. Provisions provide a
cushion against expected losses.

For a more detailed study of our
Risk management, see our separate
Basel IlI—Pillar Il report.

DIAGRAMMATIC VIEW OF THE CAPITAL PLANNING PROCESS

Board of Directors

STAKEHOLDERS STAKEHOLDERS
Depositors, . . ) Shareholders,
Debt holders, Eésé(q\ﬁécc;p'tal SENIOR erj'zu\/ri Analysts,
Rating agencies, T General public,
Re%ul?ators (solvency) MANAGEMENT (profitability) Clients
RISK Board of Directors STRATEGY RISK-ADJUSTED
PERFORMANCE
MEASUREMENT
(RAPM)

Capital Capital Capital Capital

investment structuring allocation optimisation

METHODOLOGIES, POLICIES, PROCESSES, GOVERNANCE AND INDEPENDENT ASSURANCE
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OUR RISK PERFORMANCE

KPI 2017 2018
Capital
Common equity tier 1 (CET 1) ratio 13.96% 13.40%
Liquidity
Liquidity coverage ratio (LCR) 135% 186%
Deposit concentration (Top 10 depositors) 24.4% 26.0%
Credit
Investment grade exposures as a % of tota.zl exposures . 66%
(excluding unrated)
Loan-to-value ratio of retail mortgages 73% 72%
20 largest customer loan exposures 34.85% 36.58%
as a % of gross loans
Non-performing loan (NPL) ratio 2.12% 2.88%
Provision coverage ratio 162.9% 130.2%
Cost of risk 0.81% 0.57%

EXTERNAL RISK SCENARIOS

As part of our risk management
strategy, we regularly identify and
monitor external risks. These are

events that could lead to a significant,

unexpected adverse outcome that
could cause the Bank, or one of its
divisions, to fail to meet its strategic
objectives.

When we assess the potential impact
of an external risk, we consider

both financial and reputational
implications. This section describes
the categories of external risks

that could materially affect the

UAE banking system and ADCB:
macroeconomic conditions,
geopolitical risks, the additional costs

and rigours imposed by enhanced
regulatory requirements, risks related
to information technology and data
security, and concentration risks.

We track external risks closely and
have augmented our related IT risk
infrastructure accordingly.

EXTERNAL RISK:
MACROECONOMIC
CONDITIONS IN THE
OPERATING MARKETS

DEFINITION AND

POTENTIAL IMPACT:

Prolonged volatility in the price of
oil will affect the UAE economy
and the GCC countries’ economies.
Most analyst reports forecast a
slowdown in the GDP growth rates
and an associated period of lower
credit growth.

* As permitted by transitional provisions of IFRS 9, the Group elected not to restate the comparative figures
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MITIGATION STRATEGY:

The UAE economy is well-diversified
across non-oil sectors, which will
help partially mitigate the impact of
lower oil prices in the banking system.
ADCB has more than 90% of its loans
in the UAE and therefore expects

to be a principal beneficiary of this
strategy compared to peer banks
with more geographically diverse
asset books within the MENA region.
ADCB's portfolio diversification, in
terms of investment in non-GCC
bonds, lending to diversified industry
groups, and focus on granular

and well-structured lending, is
expected to soften the impact of
macroeconomic conditions.



EXTERNAL RISK:
GEOPOLITICAL RISK

DEFINITION AND

POTENTIAL IMPACT:

This risk could stem from one of many
sources unrelated to the Bank and its
business. Geopolitical tension remains
a persistent issue in the region.

MITIGATION STRATEGY:

The Bank regularly monitors
geopolitical and economic situations
around the world. In particular,
ADCB's Chief Economist assesses
the economic impact of changing
geopolitical risks and provides vital
inputs to drive the Bank's strategy.
Where necessary, we adjust our
country limits and exposures to
reflect our appetite and to mitigate
these risks.

EXTERNAL RISK:
REGULATORY AND LEGAL RISKS
TO OUR BUSINESS MODEL

DEFINITION AND

POTENTIAL IMPACT:

Governments and regulators often
develop policies that impose new
requirements, the recent VAT
implementation being a key example.

BEYOND AMBITION

These developments may affect our
business model and profitability.
Should a regulatory change reduce
the Bank’s ability to respond to any
of our customers’ needs or to achieve
fair customer outcomes, we may
experience increased costs and
reputational damage.

Moreover, inability to satisfy our
customers would cause the Bank to
fall short of its strategic objectives,
which could hurt earnings, liquidity,
capital and shareholder confidence.
The risk of failure due to external
unanticipated regulatory and legal
changes affects all our businesses.

MITIGATION STRATEGY:

We strive to ensure that the Bank's
views are considered when UAE
regulatory policy is developed. ADCB
chairs, or is a member of, several
UAE Banks Federation forums.
Internally, we analyse all new draft
regulations or circulars to measure
their impact qualitatively and
quantitatively as well as to ensure they
can be implemented effectively.
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We also confirm that our capital
and liquidity plans anticipate the
potential effects of any changes.
We continuously monitor and
expand our capital allocation and
liquidity management disciplines to
incorporate future increased capital
and liquidity requirements and to
drive appropriate risk management
and mitigating actions.

In the past few years, the Bank has
launched several initiatives to reduce
reputational risk to our business
model. For example, our Customer
Experience Committee ensures that
customers enjoy a superior and
consistent experience. We have well-
developed policies and procedures
to deal with customer complaints,
and all front-office staff and officers
are trained to deal with customer
concerns promptly.
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PRINCIPAL RISKS AFFECTING ADCB
AND RISK COVERAGE

The principal risks faced by ADCB are presented in

the following pages, together with a summary of the
critical areas of focus and how the Bank managed these
risks in 2018. Metrics are assigned to each of these
areas and reported via a dashboard to the Board using
a Red/Amber/Green approach. This facilitates focus
and discussions on the right areas as well as providing
trends over time.

The heatmap, below, demonstrates our assessment
of principal risks in 2018 in comparison to 2017. We
have plotted each risk in terms of potential impact and
likelihood to provide a baseline, which we will use as
a benchmark for future years. This assessment takes
into account our internal control environment with
outcomes depicted below:

RISK MOVEMENT

Capital

Compliance / Regulatory
Conduct Risk

Credit Risk

HIGH >

Financial Crime Risk

O Ul A WIN -

Information Security
& Technology Risk
Liquidity & Funding Risk

@ N

Market Risk
9 Operational Risk
10 Reputational Risk

LIKELIHOOD

Risk Increased

Risk Stable

< LOW

Risk Decreased

< LOW
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LIKELIHOOD HIGH

>



CAPITAL RISK
DEFINITION:

ADCB defines capital risk as the
potential for: (i) insufficient level or
composition of capital to support

our normal activities or stressed
conditions and (ii) risk of loss arising
from the Group failing to maintain the
level of capital required by prudential
regulators and other key stakeholders
(shareholders, debt holders and rating
agencies) to support operations and
risk appetite.

APPROACH:

We maintain a healthy and active
approach to capital management,
including the maintenance of
buffers sufficient to support our
strategic aims and maintenance
of an investment grade rating.

ADCB is well-capitalised and regularly
runs stress tests to ensure there will
be sufficient capital coverage at

all times. We also have a proactive
approach to liquidity risk, which
includes monitoring of positions,
regular stress testing, and buffers in
excess of the Basel requirements.

We manage capital utilisation, and
business growth within the risk-
weighted asset (RWA) target ranges
reflected in our business plans.

Such plans also target stability of
earnings. We grow our business by
targeting recurring economic profit
commensurate with risks being taken
and returns expected.

ACCOUNTABLE EXECUTIVES:

Group Chief Financial Officer, Group
Chief Risk Officer

ACCOUNTABLE COMMITTEES:
PMC, BACC, BRCC, Board

BEYOND AMBITION

COMPLIANCE/REGULATORY
RISK

DEFINITION:

ADCB defines compliance/regulatory
risk as the potential for impact and
exposure to regulatory sanctions, or
loss from a failure on our part to
comply with regulatory requirements,
laws or industry standards.

APPROACH:

We are committed to acting in
accordance with our compliance
standards, laws, regulations and
industry standards, as well as internal
policies and sound corporate
governance principles. Identified
breaches will be remedied as soon
as practicable. The Bank has no
appetite for deliberate or negligent
non-compliance.

ACCOUNTABLE EXECUTIVES:

Group Chief Compliance Officer &
Group Chief Risk Officer

ACCOUNTABLE COMMITTEES:
MEC, BACC, Board

CONDUCT RISK
DEFINITION:

ADCB defines conduct risk as the
potential for detriment to retail
customers, corporate clients or
market integrity from the
inappropriate supply of financial
services, or from a failure on our part
to abide by the Group’s Code of
Conduct Policy and/or applicable
laws or regulations, including insider
trading and anti-bribery risk.

APPROACH:

We will maintain the standards in our
code of conduct and core values
(Integrity, Care, Ambition, Respect
and Discipline), by continuously
demonstrating that we “Do the

Right Thing” in the way we conduct
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business and assess outcomes
through real-time customer feedback.

The Bank expects employees to
conduct themselves with a high
degree of integrity and to strive for
excellence in the work they perform
and the outcomes they achieve.

The appetite for behaviours which
do not meet these standards is very
low. ADCB takes any breaches of its
Code of Conduct very seriously. We
have clearly defined policies on anti-
bribery and corruption, anti-money
laundering and insider trading.

We are committed to creating a safe
working environment for all of our
staff, where people are protected
from physical and psychological
harm. We have zero tolerance for
practices or behaviours that could
be expected to lead to staff being
harmed while at work.

The Bank relies on motivated, diverse
and high-quality staff to perform its
functions. We foster an environment
where employees are empowered

to the full extent of their abilities and
one where our top talent retention
rates are consistently high and above
the industry standard.

We are also committed to treating
our customers fairly by operating
with transparency and providing clear
information on products and services,
managing conflicts of interest related
to these services, avoiding mis-selling
and having a rigorous process to
ensure products and services we sell
are suitable to customers.

ACCOUNTABLE EXECUTIVES:

Management Executive Committee
members

ACCOUNTABLE COMMITTEES:
MEC, CGC, NCHR, BACC, Board



CREDIT RISK
DEFINITION:

ADCB defines credit risk as the
potential for financial loss due to the
failure of a customer to meet the
agreed obligations to pay the Bank.
It also includes concentration risk
(increased exposure to large client
groups, sectors or geographies) and
decreases in credit quality.

APPROACH:

We manage our credit exposures by
having a sound analytical framework,
focusing on analysis of cashflows
and taking into account the legal
framework in which the Bank and
borrower operates.

We manage credit risk carefully by
applying a set of criteria and policies
to lending, confining our dealings to
clients of good creditworthiness and
ensuring facilities are appropriately
secured, wherever feasible. We have
a greater appetite for risk in industries
we better understand and have the
insights, capability and capacity to
manage and monitor. We remain

a relationship-driven business

rather than pursuing opportunistic
transactions. Wherever possible,
collateral is to be taken to reduce
our unsecured lending.

ACCOUNTABLE EXECUTIVE:

Group Chief Credit Officer, Business
Heads for Consumer & Wholesale,
Group Chief Risk Officer

ACCOUNTABLE COMMITTEES:
MRCC, BACC, SBRCC, Board
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FINANCIAL CRIME RISK
DEFINITION:

ADCB defines financial crime risk as
the potential for legal or regulatory
penalties, material financial loss or
reputational damage resulting from
the failure to comply with applicable
laws and regulations relating, but

not limited to, international sanctions,
anti-money laundering and anti-
bribery and corruption.

APPROACH:

We have no tolerance for breaches

in laws and regulations related to
financial crime, recognising that

while incidents are unwanted, they
cannot be entirely avoided. The

Bank has no appetite for any fraud

or corruption perpetrated by its staff.
Any and all allegations of suspected
fraud or corruption are taken seriously
as set out in the code of conduct.

ACCOUNTABLE EXECUTIVES:

Chief Compliance Officer,
Group Chief Risk Officer &
Head of Fraud & Investigations

ACCOUNTABLE COMMITTEES:
MEC, BACC, Board
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INFORMATION SECURITY AND
TECHNOLOGY RISK

DEFINITION:

ADCB defines Information Security
and Technology Risk as the

potential for loss from a breach of
confidentiality, integrity or availability
of the Group’s information systems
and assets through cyber-attack,
insider activity, error or control
failure; this includes the risk of loss
of confidential information plus the
management and quality of data held
within systems which may lead to
financial losses.

APPROACH:

We have a minimal appetite for risk
concerning the availability of critical
business systems. Service availability
requirements have been identified
and agreed within each business area.

We have no appetite for damage to
our assets from threats arising from
malicious attacks. To address this risk,
we have strong internal processes
and robust technology controls. Our
appetite remains low for IT system-
related incidents which are generated
by improper project management
practices, excluding the unknowns
before any ‘go live".

ADCB provides a secure environment
for its people and assets by ensuring
its physical measures meet high
standards. We have no appetite for
the failure of physical security
measures.

We are committed to ensuring that
information is authentic, appropriately
classified, properly conserved

and managed in accordance with
legislative and business requirements.



We have no appetite for the deliberate
misuse of information.

Nor do we have any appetite for
compromise of processes or data
integrity issues that may cause limited
or erroneous data to adversely affect
our ability to make correct business
decisions or jeopardise the integrity
of management and regulatory
reporting, which may also lead

to financial loss. We will mitigate
these risks at all times balancing

the cost of maintaining a controlled
environment against the impact
and likelihood assessment of a risk
happening.

ACCOUNTABLE EXECUTIVES:

Head—Information and Physical
Security Governance, Head of Data

& Governance, Head of Technology
Services and Group Chief Risk Officer

ACCOUNTABLE COMMITTEES:
MEC, BRCC, Board

LIQUIDITY & FUNDING RISK
DEFINITION:

ADCB defines liquidity risk as the
potential that the Bank will be unable
to meet its payment obligations
associated with its financial liabilities
when they fall due and to replenish
funds when they are withdrawn.
Funding risk is the risk that ADCB
will be unable to achieve its business
plans due to its capital position,
liquidity position or structural
position.

APPROACH:

We actively manage our liquidity

and funding base to ensure, that we
always have sufficient liquidity to
meet our liabilities when due, under
both normal and stressed conditions,
without incurring unacceptable losses
or risking damage to the Group’s
reputation.
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We do not have any appetite to lose
our investment grade rating and are
mindful of managing liquidity and
funding within the constraints of
Basel Ill, regulator obligations and the
desire to be the last bank standing.

ACCOUNTABLE EXECUTIVE:
Treasurer, Group Chief Risk Officer

ACCOUNTABLE COMMITTEES:
ALCO, BRCC, Board



MARKET RISK
DEFINITION:

ADCB defines market risk as the
potential that changes in market
prices, such as interest rates, equity
prices, foreign exchange rates,
commodity prices and credit spreads
(not related to credit standing) will
affect the Group's income, assets/
liabilities or the value of its holdings
of financial instruments.

APPROACH:

We control our trading portfolio
and activities to ensure that market
risk losses (financial or reputational)
do not cause material damage to
the Bank. Our appetite across six
key categories is laid out within

the market risk appetite framework
covering: interest rate risk, foreign
exchange risk, equity exposure risk,
commodity risk, volatility risk and
liquidity risk. Specific limits are
established based on trading book,
investment book and banking
book activities.

ACCOUNTABLE EXECUTIVES:

Treasurer, Head of Market Risk &
Group Chief Risk Officer

ACCOUNTABLE COMMITTEES:
ALCO, BRCC, Board
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OPERATIONAL RISK
DEFINITION:

ADCB defines operational risk

as the potential for loss resulting
from inadequate or failed internal
processes, people and systems,

or the impact of external events.
This includes fraud, technology,
outsourcing and legal risk as well
as damage arising from inadequate
or failed internal processes, people
and systems.

APPROACH:

We control operational risks to ensure
that fraud and operational losses
(financial or reputational), including
any related to conduct of business
matters, do not cause material
damage to the Bank.

We monitor the stability of our
systems, the effectiveness of business
continuity planning and disaster
recovery to ensure the level of service
we offer our customers and the
expectations of regulators are never
compromised.

We have adopted four levels of
operational risk severity rating: minor,
moderate, significant and major,
whereby minor risk would lie within
the Bank's appetite, and major
constitutes a threat to the Bank's
ability to continue operations.

The Bank mitigates these risks at

all times, balancing the cost of
maintaining a controlled environment
against the impact and likelihood
assessment of a risk happening.

ACCOUNTABLE EXECUTIVES:

Head of Operational Risk, Business
Heads, Group Chief Risk Officer

ACCOUNTABLE COMMITTEES:
MEC, BACC, BRCC, Board
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REPUTATIONAL RISK
DEFINITION:

ADCB defines reputational risk

as the potential adverse effects that
can arise if the Bank's reputation

is damaged due to factors such as
unethical practices, breach of law or
regulation, customer dissatisfaction
and complaints or adverse publicity.

APPROACH:

We protect the firm from material
damage to its reputation by
ensuring that any business activity
is satisfactorily assessed and
managed by the appropriate level
of management and governance
oversight. We have a very low appetite
for material legal cases against the
Group and where appropriate, will
adequately make provisions for the
same in a timely manner.

ACCOUNTABLE EXECUTIVES:

Management Executive Committee
(MEC) members

ACCOUNTABLE COMMITTEES:
BACC, Board
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CFrOS
[ [ Driven by ambition and guided by
s || discipline, ADCB has once again
demonstrated the leadership,

strength and resilience required
to deliver a strong return for

our shareholders.

Deepak Khullar
Group Chief Financial Officer
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NET LOANS
(AED Billion)

2018

2017

DEPOSITS
(AED Billion)

2018

2017
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Figures may not sum exactly to the totals because of rounding.

By adhering to our tried and tested
long-term strategy, | am pleased to
report a strong set of results, with

top and bottom-line growth. Against
the backdrop of an exacting market,
we saw our operating income

rise by 3% to AED 9.181 billion,

while we generated a net profit of
AED 4.840 billion, up 13% on last year.
The return on average equity also
lifted to 16.3%, up from 15.0% last year,
delivering stronger shareholder value.

ADCB has consistently maintained
a strong dividend payout ratio

of around 50%. This year's
recommended cash dividend of
AED 0.46 per share is equivalent
to a payout of AED 2.391 billion
and represents 49% of net profit.

These results reflect the quality,
stability and efficiency of our
management, which has successfully
balanced earnings generation across
all our different business segments.
Together with our vigilant approach

to risk and our adherence to a world-
class governance framework, ADCB
remains resilient against any economic
headwinds that come our way.

ENDURING STRENGTH AND
CAPITAL RATINGS

As one of just four banks in the UAE
designated as systemically important,
we remain well-capitalised, with a
CET1 ratio of 13.40% and a Basel lll
capital adequacy ratio (CAR) of 17.26%,
while our return on average equity
continues to improve. The marginal
annual fall in our capital adequacy
ratio was primarily as a result of

last year's dividend payout, IFRS 9
adjustments, an increase in credit risk
weighted assets and part repayment
of Tier 2 capital.

Our liquidity remains strong, with a
liquidity coverage ratio (LCR) of 186%,
compared to the minimum of

90% prescribed by the UAE Central
Bank. Our liquidity ratio increased

by 3.8% on last year to 28.3%, driven
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166
+2%
163

177

+8%
163

by a rise in deposits and balances
due from banks and an increase in
quoted investments. This year, ADCB
was a net lender of AED 15 billion

in the interbank markets. Despite
the increased cost of carrying high-
quality liquid assets to meet both
liquidity coverage ratios and net
stable funding ratios (NSFR), our net
interest margin saw a positive lift to
3.04% from 2.91% in 2017.

This liquidity gives us the capability

to withstand the impact of any severe
deterioration in macroeconomic and
financial market conditions and is
fundamental to our success in passing
all the UAE Central Bank's stress tests.

As a result, we remain a highly-

rated bank with consistent scores

and stable ratings from leading
international agencies such as
Standard and Poor (A) and Fitch (A+),
both of which confirm a stable outlook
for the Bank.
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MARKET TRENDS

A lift in oil prices and production
have helped to bolster the economy,
creating a financial surplus for the
first time in the past three years.
Investment activity is strengthening
as the number of project awards rise
and government spending aims to
reinvigorate growth.

Yet the market is deeply challenging.
Consolidation continues as corporates
suffer from competitive pricing and
squeezed margins. Steady decline

in real estate and rental prices, in

a market that is already oversupplied,
is also taking its toll.

Consumer spending is down, as they
remain cautious, mindful of rising

interest rates and wary of the lingering
uncertainty in the jobs market. This
careful approach, which is settling to
become the new norm, is reflected in
the solid rise in deposit growth which
continues to outstrip credit growth.

Against this backdrop, our balance
sheet remains strong and healthy.
Customer deposits increased 8% over
2017 to AED 177 billion. At a time of
rising benchmark rates, we did not
see any significant adverse impact on
current and savings account deposits
(CASA), which only contracted
marginally. CASA deposits totaled
AED 70 billion and comprised 39%

of total customer deposits. Time
deposits further increased to meet
the LCR and the NSFR regulations.



Loan-to-deposit ratio significantly
improved to 94.2% from 100.1%
last year.

Overall, wholesale funding, including
Euro Commercial Paper, has
consistently constituted around
20% of our liability base. In 2018,
wholesale funding (including

Euro Commercial Paper) comprised
19% of our liability base.

Meanwhile, we continued to develop
diversified loan growth across

all sectors, while placing a focus
on increasing lending to the UAE
National segment. This, combined
with our ongoing drive to de-risk our
unsecured retail loan portfolio, has
led to an improvement in our cost of
risk to 0.57% from 0.81% in 2017.
Overall loan growth was at 2%, led
by an increase in Wholesale Banking
loans. Our profitability was bolstered
by a rise in net interest rate margins
and significantly lower impairment
charges, which declined 24%

over 2017.

PREPARED FOR TOMORROW

Our comprehensive and careful
preparation in everything we do
helps us to stay ahead and be ready
for anything. The introduction of
VAT in January, along with the
implementation of IFRS 9 and new
requirements for the NSFR were all
challenges we were ready for and
thus able to quickly embed in the
business.

Meanwhile, we continue the pace
of transformation across the Bank
as we seek to enhance our products
and services so that we are fit for
the future. By continuing to invest in
recruiting and retaining top talent,
we are also well-prepared to create
further growth and deliver ongoing
improvements to our business.
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At the same time, our strategic
investments in customer service,
operational excellence and our
extensive digital programme

have given greater control to our
customers, empowering them

to manage their money with
greater speed, ease and security
while securing long-term benefits
for the Bank.

These accomplishments will have a
short-term impact on our operating
expenses, which this year increased
by 5%, and nudged our cost to
income ratio up to 33.6% from 33.1%
in 2017. This is still well within our
target range and forms part of our
strategy to lay a firm and lasting
foundation for significant long-term
gains which will further strengthen
the Bank.

Non-interest income fell by 11%,
mainly driven by higher fees and
commission related expenses

and lower volumes. This was partially
offset by a pick up in card-related
fees and higher income from the
merchant acquiring business along
with higher trading gains.

As a result of the continuing
volatility of the market and a range
of economic challenges faced by
corporates, our non-performing
loans (NPL) increased to 2.88%
from 2.12% in 2017. This was mainly
driven by a few corporate accounts.
Our provision coverage ratio
remained strong at 130.2% as at

31 December 2018.

CREATING SUSTAINABLE VALUE

To be the number one bank of choice
in the UAE, we must continue to
create meaningful, long-term value
for all our stakeholders, to make
banking better, more accessible

and safer for customers, to improve
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financial knowledge, to help build
sustainable communities and to
support both entrepreneurs and the
government in creating a vibrant
economy that will benefit us all.

To fulfil this purpose, we have been
working tirelessly across every
touchpoint of the Bank and are
perfectly-placed to reap the rewards.

Our merger with Union National Bank,
and the subsequent acquisition of

Al Hilal Bank, will create an even more
exciting future for us. The transaction,
which is subject to the approval of
regulators and shareholders, will
create a powerful new Bank in the
region which will offer significant cost
synergies as well as attractive growth
opportunities.

The new Bank will be in a position

to provide further investment and
support to its people, technology
and infrastructure and, of course, to
give customers an unrivalled banking
experience.

Our priority now is to achieve a
smooth and efficient integration,
while at the same time maintaining
business as usual for all our
customers.

Having prepared well, we go forward
into 2019 with great confidence.

Deepak Khullar
Group Chief Financial Officer
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[ [ Our positive performance
| L throughout 2018 demonstrates

the effectiveness of our strategy

and the enduring strength and
resilience of the Bank. Despite a
challenging economic environment,
our underlying performance and
fundamentals remain strong as we
continue in our mission to deliver
sustainable growth and long-term
value for shareholders.

The figures and charts that feature
in the following pages provide

a more detailed insight into our
financial performance this year.
They reflect our financial discipline
and the prudent approach to risk
management that forms a key pillar

of the Bank's strategy.

Comparisons in this section are calculated for the year ended
31 December 2018 ("2018") versus the year ended 31 December 2017
("20177), unless otherwise specified.
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2018 FINANCIAL
HIGHLIGHTS

Year on year trend Quarterly trend

Change % Q418 Change %
Income statement highlights (AED mn) 2018 2017 YoY Q418 Q3’18 Q4'17 QoQ YoY
Total net interest and Islamic financing income 7.219 6,701 8 1,803 1,804 1,718 0 5
Non-interestincome 1,962 2,194 (11) 442 490 592 (10) (25)
Operating income 9,181 8,895 3 2,244 2,295 2,311 (2) (3)
Operating expenses (3,084) (2,948) 5 (740) (799) (800) (7) 8)
Operating profit before impairment allowances 6,098 5,948 3 1,505 1,496 1,511 1 0
Impairment allowances (1,266) (1,674) (24) (148) (347) (441) (57) (66)
Share in profit/(loss) of associate 10 10 NA 3 2 3 NA NA
Profit before taxation 4,842 4,284 13 1,359 1,151 1,072 18 27
Overseas income tax expense (2) (6) NA (2) 1 (0) NA NA
Net profit for the period 4,840 4,278 13 1,357 1,151 1,072 18 27

Change % ChangeZ
Balance sheet highlights (AED mn) Dec'18 Dec'17 YoY Dec'18 Sep'1l8 Dec'17 QoQ YoY
Total assets 279,830 265,003 6 279,830 273,375 265,003 2 6
Net loans and advances 166,426 163,282 2 166,426 165,213 163,282 1 2
Deposits from customers 176,654 163,078 8 176,654 169,794 163,078 4 8
Ratios (%) Dec’18 Dec'17 bps Dec'18 Sep’l8 Dec'17 bps bps
Basel Il Capital adequacy ratio (CAR) 17.26 19.09 (183) 17.26 16.90 19.09 36 (183)
Tier | ratio 15.28 15.92 (64) 15.28 14.87 15.92 41 (64)
Loan to deposit ratio (LTD) 94.2 100.1 (590) 94.2 97.3 100.1 (310) (590)

Components may not sum exactly to totals because of rounding
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NET INTEREST INCOME
(AED Billion)

+8%

/.219

6.701

2017 2018

ROBUST PERFORMANCE,
SUPPORTED BY RECORD
OPERATING INCOME,
OPTIMAL MANAGEMENT OF
COST OF FUNDS AND LOWER
IMPAIRMENT CHARGES

The Bank reported a net profit of
AED 4.840 billion for the year, an
increase of 13% year on year,
supported by a healthy expansion in
NIMs driven by optimal management
of cost of funds, combined with
lower impairment charges. On a
quarterly basis, record net profit of
AED 1.357 billion was up 18% over
the previous quarter and 27% over the
previous year. The Bank's key financial
indicators remain strong with a return
on average equity of 16.3% and a
return on average assets of 1.71% in
2018 compared to 15.0% and 1.58%,
respectively in 2017.
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OPERATING INCOME
(AED Billion)

+57%

9.181

8.895

2017 2018

Total operating income was

AED 9.181 billion, up 3% and operating
profit before impairment allowances
of AED 6.098 billion was up 3% over
2017, reflecting the Bank's strong
fundamentals and resilient financial
performance in 2018. Each business
segment contributed to the strong
underlying performance of the Bank.
The Consumer and Wholesale
Banking groups comprised 43% and
33% of total operating income
respectively. Treasury and Property
Management contributed 22% and 2%

to total operating income respectively.
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OPERATING PROFIT BEFORE
IMPAIRMENT ALLOWANCES
(AED Billion)

+57%

6.098

5.948

2017 2018

STRONG TOP LINE GROWTH

The Bank reported strong top line
growth, with a net interest and Islamic
financing income of AED 7.219 billion
for 2018, an increase of 8% year on
year, and net interest and Islamic
financing income of AED 1.803 billion
for Q4'18, an increase of 5% over
Q4'17. Net interest margin for 2018
improved to 3.04% from 2.91% in 2017,
an increase of 14 basis points, despite
the increased cost of carrying high
quality liquid assets (HQLA) to meet
LCR and recently introduced NSFR
requlations.

Gross interest and Islamic financing
income of AED 11.592 billion

was up 18% over 2017, driven by
higher volumes and benchmark
rates, coupled with a change in



the composition of the asset book

towards higher yielding assets. Yield
on interest earning assets increased
by 60 basis points to 4.88% in 2018,
supported by the repricing of assets.

Cost of funds increased to 1.98% in
2018 from 1.48% in 2017, an increase
of 50 basis points year on year,
compared to an increase of 91 basis
points in average 3M Eibor and a

104 basis points increase in 3M Libor
over the same period. Increase in cost
of funds (in line with rising benchmark
rates) along with higher interest
bearing liabilities of 3% resulted in an
interest expense of AED 4.373 billion,
up 39% year on yeatr.

NET INTEREST MARGIN AND YIELD ON INTEREST EARNING ASSETS

2017
4.28% 4.39%
Yield on
Interest
Earning
Assets
Net Interest % 2.96%
Margin 291
Q4'17
COST OF FUNDS
2017
o 1.62%
1.51%
Average
3M Eibor
A - 1.45%
verage %
3M Libor 126
Cost of % 1.54%
Funds 148
Q4'17
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NON-INTEREST INCOME
IMPACTED BY WEAKER FEES

& COMMISSION INCOME
PARTIALLY OFFSET BY HIGHER
TRADING GAINS

Non-interest income of

AED 1.962 billion was down 11%

and accounted for 21% of operating
income in 2018 compared to 25%

in 2017. The reduction is mainly on
account of higher fee and commission
related expenses and lower
volumes. This was partially offset

by a healthy pick up in card related
fees, income from the merchant
acquiring business and income from
trade finance commission. Gross
fees and commission income of

4.66% 4.79%
3.19% 3.03%
Q118 Q2’18
2.45%
1.94%
2.34%
1.91%
1.89%
1.59%
Q118 Q2'18
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AED 2.090 billion was up 1%. Trading
income of AED 432 million was up
22%, primarily due to higher net gains
from dealing in foreign currencies
and derivatives of AED 32 million

and AED 27 million respectively. The
decrease in other operating income
was primarily due to one-off gains
recorded in 2017 and lower income
from the property management
business in 2018. Net losses from
revaluation of investment properties
were AED 56 million compared to
AED 34 million in 2017, due to decline
in property and rental prices.

2018
4.95% 5.12% 4 88%
3.01% 2.95% 3.04%

Q318 Q4'18

2018

2.75%
2.55% 2 AD%

5 s 2.61%
2.30%

2.10% 28
1.98%

Q3’18 Q4'18
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COST TO INCOME RATIO



NPL RATIO
PR 2.88

2017
2018

COMMITTED TO IMPROVE
EFFICIENCY, COST TO INCOME
RATIO REMAINS COMFORTABLY
WITHIN OUR TARGET RANGE
Operating expenses for 2018 were
AED 3.084 billion, up 5% over the
prior year. Staff expenses were up

8% at AED 1.838 billion, as the Bank
continued to invest in recruiting

and retaining top talent to further
enhance business capabilities and
support growth, as well as investing

in significant resources to excel

in customer service, operational
excellence and digital transformation.
General and administrative expenses
were at par with prior year. Cost to
income ratio of 33.6% remained within
our target range.
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PROVISION COVERAGE RATIO

P "~ o/ B £
162.9” 1.50.
2018
2017

IMPROVED COST OF RISK

Net impairment charges were

AED 1.266 billion, 24% lower than
2017, translating to an annualised cost
of risk of 0.57% compared to 0.81% in
2017. The continued de-risking of the
unsecured retail portfolio resulted in a
much improved cost of risk for 2018.

As at 31 December 2018, stage 3/non-
performing loan ratio (NPL) was 2.88%
compared to 2.12% as at 31 December
2017. Non-performing loans
increased to AED 5.191 billion from
AED 3.692 billion as at 31 December
2017, led by a few corporate accounts.
Effective 1 January 2018, the Bank
successfully transitioned to the IFRS 9
accounting standard. Under IFRS 9,
impairment allowances against loans
and advances were AED 6.761 billion,
with a provision coverage ratio of
130.2%. Stage 1 and 2 expected credit
loss allowances were 2.32% of credit
risk weighted assets, well above

the minimum 1.5% stipulated by the
UAE Central Bank.
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CAPITAL ADEQUACY RATIO
(Basel IlI)

19.09%
17.26%

12.75%

UAE CENTRAL BANK

2017 2018

REQUIREMENT FOR 2018

(INCLUDING BUFFERS)

COMFORTABLE LIQUIDITY
POSITION

Net loans and advances to customers
increased to AED 166 billion, up 2%
year on year. Total customer deposits
increased to AED 177 billion, up 8%
year on year, outpacing the system
wide growth of 6%* driven by an
increase in corporate time deposits.
At a time of rising benchmark rates,
the Bank did not see any significant
adverse impact on CASA deposits,
which contracted only marginally
and time deposits further increased
to meet the LCR and the NSFR
regulations. As at 31 December 2018,
CASA balances totaled AED 70 billion
and comprised 39% of total customer
deposits. Loan-to-deposit ratio
significantly improved to 94.2%
compared to 100.1% last year.

The Bank continues to maintain a

comfortable liquidity position, with
a liquidity coverage ratio of 186%,
compared to a minimum ratio of 90%
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TIER 1 RATIO
(Basel I11)
%
1592% 45 ogx
10.75%
2017 2018 UAE CENTRAL BANK

REQUIREMENT FOR 2018
(INCLUDING BUFFERS)

m CET1RATIO m AT1RATIO

prescribed by the UAE Central Bank.
Liquidity ratio was 28.3% compared
to 24.5% as at 31 December 2017,
led by an increase in deposits and
balances due from banks and an
increase in quoted investments.

STRONG CAPITAL POSITION
AND COMFORTABLE LIQUIDITY
LEVELS

The Bank remains well capitalised
with a Basel Il capital adequacy

ratio (CAR) of 17.26% and a common
equity tier 1 (CET1) ratio of 13.40%,
well above the minimum capital
requirements of 12.75% and 9.25%
(including buffers) respectively, as
prescribed by the UAE Central Bank.
The reduction in CAR compared to
December 2017 was primarily on
account of the 2017 dividend payout,
IFRS 9 adjustments, increase in
credit risk weighted assets and part
repayment of tier 2 capital.

* Based on Central Bank Monthly indicators as at 31 October 2018
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BUSINESS

ReVIieEW

Empowered by a strong

set of values and an unrivalled
commitment to customers,
ADCB is creating more value
for shareholders and a better
panking experience for more
than 886,000 customers.
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CONSUMER BANKING
GROUP (CBG)

WHAT WE DO

The Consumer Banking Group supports our retail and
high-net-worth customers with a range of specialist
products and services in conventional and Shari'ah-
compliant banking. We have 49 branches across the
UAE, two branches in India and one branch in Jersey.
In addition, we have representative offices in London

and Singapore, four digital banking centres, 376 ATMs,

a 24/7 contact centre, leading online and mobile
banking applications and a strong direct sales force.

62

As a retail banking business, our success is
driven by our customer-centric approach,
where we aim to provide the best customer
experience at every interaction. Despite the
sustained downturn, with uncertainty in

the jobs market and a cautious consumer
attitude to spending, ADCB remains the
leading retail asset player in the market.

Consumer Banking Group reported a net profit of AED 1.198 billion,
12% higher than prior year. Operating income for the Group stood
at AED 3.918 billion and accounted for 43% of total operating
income in 2018. Deposits from customers increased by 2%

over 2017 to AED 52 billion. Meanwhile, low-cost retail current
and savings account (CASA) deposits constituted 71% of total
Consumer Banking deposits as at 31 December 2018. Net loans
to customers fell by 4% to AED 70 billion, primarily on account

of the continued de-risking of the unsecured retail portfolio,
while we maintained our focussed approach to growing the

UAE National segment.

CHANNEL CONVENIENCE

Our investment in, and focus on, digital transformation is part of
our strategic drive to simplify the client experience. It has given
customers greater control over their money and made banking
faster, easier and more secure. It also helps to secure our position
as a leader in the digital banking space, creating a stronger, more
agile business able to swiftly take advantage of opportunities

in the UAE.

We are in pilot stage with ADCB Hayyak—a platform which
significantly enhances the onboarding process for new customers,
reducing the time to open an account from 3-4 days to about

10 minutes.

The launch of our MoneyBuddy app was another hit with customers.
The personal finance management tool allows customers to
analyse their spending, manage expenses, and set savings goals.
Uptake for this application has already been strong.



We also created a bespoke banking
platform called MyChoice. Customers
can create tailored banking packages
to best suit their needs. Each
MyChoice package is built with
unique preferential benefits and is
already driving a strong revenue
stream for the Bank.

Meanwhile, better use of data
analytics across the Bank in our
decision-making processes is
helping to create and develop more
refined products and services that
fit perfectly with customer needs.

By digitising the entire banking
process, we are driving greater
efficiency and saving valuable time
for customers. More than 95% of
our retail financial transactions are
electronic and the vast majority of
our customers now use our mobile
apps or online portals to cater for
their everyday banking needs. More
than 70% of our retail customers use
our digital platforms, with mobile
banking the strongest and continuing
to grow ahead of those who opt for
internet banking.

As a consequence, we are continuing
to refocus the scope of our branches.
Customers have heartily embraced
our uBank proposition and this year.
In 2018, we opened one more digital
centre, taking the number to four
across the UAE. In each digital service
centre customers can instantly open
an account, get a new credit card,
replace a credit or debit card and
print cheque leaves. The process is
paperless and uses digital biometric
authentication and digital signatures,
with assistance from 'virtual’
relationship officers by video-link.

* Master and Visa Card Data (2018)
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We also launched Apple Pay for credit
and debit cards and added debit
cards to already launched Samsung
Pay. 39% of ADCB's card transactions
are now contactless as compared to
a market average of 22%.* Similarly
e-commerce spends on ADCB cards
have grown 47%, which is ahead of
the market by 10%.

While these huge technological
advances support greater efficiency
and even better customer service,
ADCB is a bank with a strong human
touch. That is why those who prefer
face-to-face transactions will always
get a warm welcome in any of our 49
branches or will be able to talk to one
of our experts at our contact centre.

UNIQUE UAE NATIONAL
PRODUCTS

With the goal of supporting upcoming
and current Emirati generations and
to further contribute to the growth

of the UAE, we launched two unique

63

ACTIVE USERS ADOPTING
THE ADCB MOBILE APP
INCREASED BY

MORE THAN

OF OUR RETAIL
FINANCIAL
TRANSACTIONS ARE
ELECTRONIC



BEYOND AMBITION

and bespoke banking segments
exclusively for UAE Nationals,

under the brand name Emirati and
Emirati Excellency available in both
conventional and Shari'ah-compliant
solutions. These flagship segments
of ADCB are carefully crafted to
offer comprehensive banking and
lifestyle experiences that range from
exclusive products, including priority
processing at various customer
touch points, to discounted rates
and fees, and handpicked partners
to promote relevant offers.

The two new segments were
supported with the launch of

the Betaqti credit card, designed
exclusively for UAE Nationals. A
one-of-its-kind card product in the
country, Betaqti card members can
have their own name or favourite
phrase laser etched on a metal card,
thereby giving their card a touch of

their own identity. The card also puts
the customer in total control with
seven key customisable card control
features accessed through the new
ADCB Mobile App, and comes with

a range of benefits and rewards.

CUSTOMER REWARDS

Some 58% of our retail customers
have been with us for more than four
years, a strong reflection of the levels
of service and trust we have built—
especially given the proportion of the
transient population in the region.

Creating lasting loyalty is a priority
and our focus is on continually
enhancing customer experience
across every touchpoint of the Bank.
We do this through outstanding
customer service, great products,
innovative technology and a
comprehensive loyalty programme.



TouchPoints, our Bank-wide loyalty
programme, rewards customers
with points that can be redeemed
with a growing humber of suppliers
across the region and beyond. More
than 94% of our TouchPoints are
redeemed digitally—either at point
of sale or online. In 2018, we began
a pilot programme to partner with a
number of third-party providers to
expand the programme.

Our highly-successful Traveller
credit card, in collaboration with
MasterCard, also rewards those who
travel frequently, providing a range
of discounts and rewards designed
to enhance the travel experience.
The Etihad Guest Above credit and
debit cards also benefit customers
with Etihad Airways' miles.

These partnerships, alongside the
growth of our SimplyLife cards
portfolio, have helped us to double
the size of our credit card book in the
past five years. SimplyLife, our mass-
market banking operation contributed
AED 3.2 billion to the retail asset book
in 2018. Our alliances with Etihad and
Lulu Hypermarkets have also helped
deliver greater value to customers
through a growing range of rewards.

MERCHANT SERVICES

When we launched a new merchant
acquiring business last year, we quickly
gained almost 450 new customers

in its first few months. Since then,

we have experienced rapid growth
and now support almost 2,350
merchants, from SMEs to large-scale
supermarkets, with nearly 7,600
terminals in almost 3,600 locations
across the UAE.

We have continued to invest in the
service that offers highly secure,
end-to-end solutions for merchants
of all sizes with a broad range of
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products and services across sectors,
including education, transportation,
government and retail.

This success has been driven by
leveraging the breadth and depth of
our banking offering and providing
a one-stop solution for merchants
in the areas of acquiring, cash
management and financing.

ADCB PRIVATE BANKING

ADCB Private, our private banking
business, has once again delivered

a strong performance, exceeding
AED 11 billion in total assets under
management at the end of 2018, as a
growing number of high-net-worth
individuals and families continued to
benefit from the expert knowledge
and insight we provide.

Our specialist wealth management
strategies are carefully developed

by our highly-skilled management
team with an unrivalled knowledge
of both the local and international
marketplaces. This significant
advantage, combined with the
exceptional personal support we give
to every one of our customers through
our concierge service, is one of the
reasons we continue to stay ahead of
the market and remain so resilient.

In 2018, ADCB was the first local
bank to establish a presence in

the Abu Dhabi Global Market
(ADGM), Abu Dhabi’s International
Financial Centre, by opening our
private banking centre and asset
management subsidiary. As a leader
in the banking industry, we join an
increasing number of important
global institutions that have already
established a presence at the ADGM.
This enables us to enhance our
platform for high-net-worth clients
with bespoke, complex and more
sophisticated requirements.
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ISLAMIC BANKING

Islamic banking remains a key
driver of growth in the Bank as it
continues to grow revenue and
attract customers who want high-
quality, Shari'ah-compliant, financial
solutions that meet a range of
banking needs, consistent with

their values and traditions.

In 2018, total net Islamic

financing income grew by 15%

to AED 1.107 billion over the prior
year. As at 31 December 2018, net
financing assets were at AED 21 billion
and deposits grew by 15% to

AED 17 billion year-on-year. Our
results illustrate the central role we
play in the Bank and our contribution
to driving sustainable growth.

As elsewhere in ADCB, we are
investing in digital as we continue
to transform the banking landscape,
enhancing our Islamic products
and services, ranging from bespoke
Wholesale Banking solutions to
pioneering retail financial products.
This year the Bank was recognised
by the Global Islamic Finance Awards,
winning Best Islamic Wholesale
Banking Solutions.

Our experienced Islamic banking
team benefits from an extensive
training and development programme.
ADCB's Islamic Banking Academy
enrolled more than 1,553 employees
in classroom and online courses

in 2018. This training helps staff to
educate customers about Shari'ah-
compliant structures and to promote
the benefits of Islamic banking.
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WHOLESALE BANKING
GROUP (WBG)

WHAT WE DO

We provide a full portfolio of services, including
world-class transaction banking and investment
banking, to our client franchise as well as having a
market-leading business across all segments in the
market we serve. Our clients range from government-
related entities (GREs) to financial institutions, large
corporates, mid-sized corporates and small-to-
medium-sized enterprises (SMEs). Wholesale Banking
Group is responsible for our branches in India, as well
as representative offices in London and Singapore.
We continue to benefit from our strategic transaction
banking relationships with Bank of America Merrill
Lynch, Banco Santander and Korea's Kookmin Bank.

WHOLESALE BANKING
DEPOSITS INCREASED
OVER 2017
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The strength and quality of our
relationships, particularly with large
corporates, the government and GREs,
has been the driving force behind our
growth over the past year. Not only have
we continued to support them with
financing in a relatively muted economic
environment, but we have also grown

INto new and profitable areas of business.
Further, we remained very supportive

to SMEs and mid-corporates as one of the
largest providers of credit to these clients
In the country.

In 2018, Wholesale Banking Group delivered a net profit of

AED 1.707 billion and an operating income of AED 3.005 billion,
an increase of 17% and 10% respectively over 2017. Customer

deposits grew 11% to AED 76 billion, and net loans expanded by
6% over 2017 to AED 96 billion as at 31 December 2018.

While showing tentative signs of recovery in places, the economy
remains difficult for many. The market for good quality credit

has been increasingly competitive as more and more banks have
followed ADCB's lead in de-risking their book across the
wholesale segments.

As important building blocks for future prosperity and the
diversification of the economy, the SME and mid-corporates
markets remain an area of focus for us and where we have
materially grown market share. The ongoing challenges in the
economy and stricter credit criteria have made it a difficult year
for many of these businesses but we are fully committed to
continuing our strategic and financial support in these sectors.



We are proud of being one of the
biggest SME lenders in the country
and despite the economic slowdown,
and unlike many lenders we held

our loan book level in 2018, whilst cost
of risk reduced materially. In the
larger corporates and the government
sector (GREs), we also grew the loan
book and increased our market share,
particularly in cash management,
escrow and trade finance. We also
have a healthy share of the market in
mid-corporates, which we are actively
supporting with financing, such as

working capital or investment.

DIGITAL REVOLUTION

As we continue our digital revolution,
we improved the mobile banking
capability for our clients with a regular
series of functional improvements
successfully delivered. In doing so,

we made the process of commercial
financing and new account opening
simpler and easier with better online
functionality.

Wholesale Banking customers
want complete control of their
accounts and the ability to manage
their finances anytime, anywhere.
Enhancing customer experience
across our digital banking channels




OF ALL INTERACTIONS
THAT OUR WHOLESALE
CLIENTS HAVE WITH US
ARE FULLY DIGITAL

BEYOND AMBITION

is integral to our success, which is
why each and every transformation
we make starts with a focus on the
customer.

This year, we launched digital account
opening platforms for SMEs and
mid-sized corporates, providing more
simplicity and substantially reducing
turnaround time. In trade finance,

we also began automating workflow
processing for all trade products with
the launch of our Automated Trade
Workflow. As a result, customers are

now fully engaged in the process
from start to finish. A unique
reference number is generated for
each transaction and an automated
email sent to them at the start of

the process. The reference number
ensures we can track their requests
and respond to any queries. The new
automated process also sends emails
alerting customers to changes in

the status as the application moves
towards fulfilment.
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In addition, we made material
improvements to our ProTrade
platform and launched our Trade
Booster portal.

This digital transformation is driving
a fundamental change in the way we
bank. By reducing account opening
times, quickening lending decisions
and enhancing functionality we are
making banking easier and much
more efficient. Not only have more
of our existing customers switched to
electronic banking, but we are also
attracting greater numbers of new
clients. Today, 90% of all interactions
that our Wholesale clients have with
us are fully digital.

Our award-winning Pro-Cash
platform has helped to increase our
foothold in transaction banking and
this year we augmented it with our
functionality rich Pro-Cash Mobile.
The quality and consistency of our
service proposition is highly-valued by
our customers and has underscored
significant growth in revenue in 2018.
Our trade finance business also
enjoyed an excellent year, growing
materially ahead of the market. More
and more customers have been
attracted by our digital capabilities
which enable them to transact with
us much faster and more securely.

In 2019, we will continue to build on
this digital success story.

Our cash management business
delivered an outstanding performance
in 2018, winning more mandates

than ever before. We have strong and
growing current and savings account
(CASA) deposits, despite the challenge
of rising interest rates. We manage
these carefully and are confident that
the CASA we have is granular and
genuine operating money. We have
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successfully implemented a Virtual
Accounts reconciliation capability for
one of our leading clients based in
Abu Dhabi and see major opportunity
for this technology. In recognition of
some of our achievements, this year
we were awarded Best Domestic
Trade Finance Bank of the Year, Best
Cash Management Bank in the UAE
and Middle East, Best Trade Finance
Portal in the UAE and Middle East,
and Best Islamic Wholesale Banking
Solutions by Global Finance.

Meanwhile, despite the downward
pressure on the real estate sector, our
escrow business has been growing
well and ADCB is a major force in the
market. Our stability, strength and
service in this area a ttracts clients
and we have won a number of new
projects from major developers
across the UAE.

In our investment banking business,
we had a record year in terms

of financing volumes and fee
generation delivered off a wider
platform of services. Having
broadened our capability, we were
able to undertake bridge financing
this year. We have a fully operational
underwriting book and continue our
advising, structure and warehousing
business in our select capital markets.

PARTNERSHIPS

Our strategic banking partnerships
with Bank of America, Santander
and Kookmin banks have continued
to be robust and positive, attracting
greater revenue into the UAE.

Our multinational banking unit,
which leverages our relationships
with these significant banks, is
growing revenues and we are rapidly
gaining market share.
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In 2018, we established a Korean
Desk, under which two Korean staff
from Kookmin joined ADCB. This
has allowed us to better engage
with a growing Korean corporate
community. We look forward to
building on these successes into
2019 as we continue to diversify
our funding profile.

Wholesale Banking has a clear
strategy for profitable growth, which
we believe will continue to deliver
value in the years ahead. We plan

to maintain our strategy of growing
market share, especially in lending
to SMEs and mid-sized corporates,
and to extend our leadership in
transaction banking. Our increasing
investment in digital technology
will allow us to even further sharpen
our advantage in customer service.
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TREASURY AND
INVESTMENTS GROUP

WHAT WE DO

We offer both conventional and Islamic solutions
spanning foreign exchange, money markets, fixed
income, interest rate, currency and commodity
derivatives along with investment and risk
management solutions.
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We celebrated a strong year in Treasury
with almost all our metrics on the rise

in 2018, underpinned by a solid level of
customer activity. Robust balance sheet
management and a healthy investment
book, coupled by FX trading opportunities
and a growth in product sales yielded
strong results across the year.

Net profit of AED 1.830 billion and operating income of
AED 2.036 billion grew by 17% and 14% respectively over
the previous year.

Over 2018, ADCB continued to be a leading UAE Bank with its
liquidity management framework through the implementation
of globally recognised practices. The liquidity framework aims to
optimise the Bank's balance sheet whilst adhering to Basel IlI
liquidity coverage ratio (LCR) and net stable funding ratio (NSFR)
regulatory measures.

In the capital markets, we delivered a number of landmark
transactions that contributed to a very positive year. In the
Swiss franc bond market, we completed two deals worth
CHF 175 million and CHF 100 million and we returned to the
US markets for a five-year USD 750 million 144A transaction.

Elsewhere we concluded a syndicated loan specifically for Asian
banks that raised USD 590 million and we returned to the

Taiwanese market for a USD 540 million Formosa bond issuance.

Our success in the global marketplace is a testament to the
strength of our brand, as well as our growing international
recognition and reputation. We remain active in the international
bond and equity investor space where we typically hold more
than 100 sessions and events to highlight the opportunities we
can deliver.
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The digital development we have
seen across the Bank has been a
growing benefit for us internally.
Speed, accuracy and efficiency are
crucial and following last year's core
banking system upgrade, we now
have even better access to real-time
information on financial markets,
customer transactions and visibility
on our risk profiles; all of which drive
higher quality risk management
outcomes and allow us to stay ahead

of the regulatory curve. This year, we

reviewed all our reporting processes
and the metrics around them, as
well as revalidating our risk appetite
with the Board.
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This transformation also helps us
significantly in the marketplace.
We have, for example, been able to
better support the SME sector with
FX accounts with our state-of-the-
art FX platform, ‘Go Trade'. Users
increased by 75% in 2018.
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PROP

cRTY

MANAGEMENT

WHAT WE DO

Property Management operates through our
wholly-owned subsidiaries, Abu Dhabi Commercial
Properties (ADCP) and Abu Dhabi Commercial
Engineering Services (ADCE). In addition, Property
Management oversees ADCB's investment
properties and rental income.

Our property management
business is a vital part of the
UAE's real estate sector, providing
ADCB's characteristic customer
service excellence at every turn.

ADCE is one of the leading service providers for the
real estate and property development industry in
the Gulf Cooperation Council (GCC).

As such, it is the partner of choice for complex
medium- and large-size regional development
projects. It delivers a full range of building design
and construction property development services,
with a sharp focus on efficiency.

By capitalising on the diverse fields of expertise of a
skilled team of evaluators, engineers and architects,
the business is noted for delivering added value and
going above and beyond when it comes to meeting
customers’ requirements.
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ADCP is a major participant in the UAE real estate
sector. On behalf of the Department of Finance of the
Government of Abu Dhabi, and others, it manages
more than 2,100 buildings, comprising of more than
52,000 residential and commercial units throughout
the UAE. A team of more than 250 experienced real
estate professionals, delivers tenant management,
leasing, facilities management and construction &
project management services.

ADCP also manages a rapidly growing private
portfolio. The units managed on behalf of the
Department of Finance are part of a government
initiative, which grants land for commercial or
residential development to Abu Dhabi Nationals.

ADCE oversees the construction of those buildings.
Once complete, ADCP provides ongoing facilities-
management services.

In 2018, our property management business had

an operating income of AED 222 million and collected
more than AED 2.5 billion in rent on behalf of its
clients. The business also addressed more than
197,000 service requests and resolved over 51,000
landlord-tenant queries.
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WHAT WE DO

Our support and enablement service teams are the
engine room of the Bank, powering the technology
and operational processes, infrastructure and
expertise that provides the secure and efficient
environment on which our businesses depend. In
addition, Group Business Services (GBS) is responsible
for preparing the Bank for the future by creating
operational and technological efficiencies and driving
our digital transformation. By facilitating greater
efficiencies through better processes and systems,
we help to ensure the Bank and its customers remain
safe and secure.

BUSINESS

SUPP
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GROUP BUSINESS SERVICES (GBS)

The past year has been particularly active for GBS.
We continued our mission to ensure that the Bank'’s
technological and operational infrastructure remains
robust, efficient and adaptive and that our digital
transformation continues at pace.

We worked with teams across the Bank to improve
mobility, delivery, efficiency, and transparency

in a drive to continuously offer our customers an
outstanding level of service. At the same time,

we strengthened our culture of agile working,
collaboration and accountability to support a rapid
pace of change across the organisation and to ensure
projects were delivered smoothly and as planned.

In partnership with the Wholesale and Consumer
Banking teams, we implemented a number of online
services and tools to provide innovative solutions to
our customers, including those in the SME and mid-
corporate sectors, improving customer onboarding,
financing and trade workflows.

Working with other functions within the Bank, we were
instrumental in delivering a large number of critical
projects, including projects to support the introduction
of VAT and IFRS 9 as well as a number of regulatory
and compliance solutions. We also enhanced our
customer feedback and liaison programs to ensure
even greater transparency, fairness and accessibility.

In 2018, we further strengthened our processes
around operational efficiency and risk, by enhancing
controls and security. These improvements helped us
to drive greater efficiencies by increasing productivity
and enhancing the customer journey at every
touchpoint, as we seek to provide a world-class
banking experience for our customers.

From customer onboarding and servicing, to the voice
of the customer, transparency and accountability,



we are committed to responding to
customer feedback and providing
exceptional service at every
opportunity. Regardless of the channel
through which our customers choose
to connect with us, we work to

ensure a seamless experience with

a consistent and timely service.

The replacement of our core banking
system in 2017 provided the robust
platform required for the volume

of change and transformation
undertaken this year. In 2018 we
utilised the enhanced system'’s
resilience, aqgility and scale as the
foundation for the digitisation
program across ADCB.

This year, we enhanced our range of
apps and revamped our internet and
mobile banking platforms. Customers
benefit from these enhanced digital
capabilities, allowing them to do
everything from opening an account
and paying bills, to transferring money
and getting approval for a loan faster
and with greater ease and security.

While working on many new
initiatives, this year we delivered
several significant new releases,
while creating a digital style guide

to bring a consistent look and feel
across all our platforms. Teams

from across the Bank have been
mobilised to work on delivering these
projects, such as Hayyak. Hayyak,
currently in pilot stage, significantly
enhances the onboarding process
for new customers, reducing the time
to open an account from 3-4 days to
about 10 minutes.

The dedicated digital studio in the
ADCB head office augments our
agile culture and helps us to deliver
new products and services faster

and more efficiently. The studio is
home to our agile working teams—or
squads—and features four specialist
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rooms including a hi-tech customer
lounge. Our studio teams, comprised
of staff from every area of the
business, work in collaboration with
consumers—both customers and
non-customers—to develop and test
all our digital platforms at every stage
of development, including proposed
new releases.

By adopting this agile digital culture
and harnessing our unique consumer
insight, we are differentiating ADCB
and bringing innovative and new
services to the market. We are also
raising our brand recognition and
building greater trust with all our
stakeholders—promoting deeper
engagement with customers and our
staff and creating greater value for
investors.

We are also making greater use of
data and analytics to develop more
intuitive and personalised user
experiences as well as to create new
and different products and services
that match the ambitions of our
customers. Embedding analytics

in our decision flows will also
significantly improve operational
efficiency and customer experience.

In addition to taking feedback,
suggestions and insights from our
customers, we look to our staff for
new and innovative ideas and have
piloted a programme to encourage
intrepreneurs, or internal entrepreneurs,
to come up with a range of digital
designs for new ways of working, new
products, Al and businesses.

We have also played a pivotal role

in improving the Bank's operational
processes, increasing efficiency

and reducing costs through ITMAM,
our captive shared services centre
through both on-shore and off-shore
capabilities. In 2018, ITMAM delivered
another solid performance with
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98.2% of service level agreements
met across Consumer and Wholesale
Banking Groups. The number of
transactions processed per employee
was up 1.3% compared to last year.

We are continuing to save time and
deliver efficiencies for customers
through new and improved channels.
In 2018, GBS processed an 11%
increase in transaction volumes in
businesses such as payments, trade
and treasury products. Meanwhile,
we continue to use the Lean Six Sigma
approach across our teams to create
greater value for our customers and
the business by minimising waste,
reducing defects and improving
processes.

We successfully increased the
capabilities of our network of
Cheque Deposit Machines (CDMs),
which significantly improved the
cheque clearing experience for our
customers. More than 1.8 million
transactions went through our
CDMs in 2018, which process and
clear cheques almost immediately.
We continue to grow and develop
‘Tamooha’—our award winning
all-female UAE National operations
centre in Al Ain, and we continue to
bring further operational processes
from across the Bank into the ITMAM
way of working.

GBS continues to do more, with
less, and without any compromise
on quality. We will continue our
investment in digital, capitalising on
our new system to scale for growth.

In addition to our heavy day-to-day
operational responsibilities, we have
a pipeline of innovative and exciting
initiatives for 2019 and beyond, driven
by our commitment to our customers,
to agility and to the future of our Bank.
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WHAT WE DO

Human Resources (HR) is responsible for engaging
our workforce, delivering a range of training
opportunities and developing the skills to support
our growing business. HR is also at the forefront
of promoting our values and fostering the passion
for customer service excellence, that is the
hallmark of ADCB.

BUSINESS

SUPP

ORT

(CONTINUED)
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HUMAN RESOURCES (HR)

Our success is driven by the quality of our people, the
strength of our leadership, and the clarity of our
vision. The knowledge, skills and experience of our
staff in every area of the business enable ADCB

to deliver its strategic goals and objectives through
exceptional customer service.

Maintaining an engaged and motivated workforce

is key to fostering a high-performance culture.

Our values—Integrity, Care, Ambition, Respect and
Discipline—play a large part in this and help us to
achieve higher levels of service, boost our reputation
as a brand, and build on the trust and confidence of
our shareholders.

There is a strong sense of pride amongst those

who work at the Bank. This year's annual employee
engagement survey once again revealed rising levels
of employee engagement, which placed ADCB
ahead of other local banks as well as those in the
region. According to the leading global consultant’s
benchmarks, ADCB's results also compare favourably
to the top performing companies in the Fortune 500
with engagement levels.

More than 86% of staff took part in the survey which
showed a continued improvement in scores across the
majority of topics. The results revealed:

* 90% of staff believe the Bank provides clear and
promising direction;

* 90% consider we provide high-quality products and
services and are entirely focussed on our customers;

* 85% are confident in the quality of leadership
at ADCB; and

* 83% regard our performance management
as robust.



THERE ARE NOW
MORE THAN

TAKING PART IN OUR
TAMOOHA INITIATIVE

The strength of our employee
engagement and their commitment to
the Bank has meant that more than a
third of our staff now have an average
length of service of six years at ADCB.

The importance of placing the
customer at the centre of everything
we do is a key strategic pillar and helps
to drive our success in HR. Customer-
centricity helps us to build meaningful
and long-term relationships with our
customers and to better understand
their evolving needs. We listen closely
to what our customers are saying

and quickly design solutions that are
appropriate for them. Our goal is to
ensure that this relentless focus on
the customer becomes embedded in
our decision-making process and part
of the Bank’s DNA. To further support
this, we strive to attract the best talent
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possible and to sharpen their skills

through robust learning programmes.

Supporting the digital transformation
is another of our core pillars. To build
better in-house digital capabilities,
we have recruited talent from the
local, regional and global markets as
well as augmenting skills internally
through our Digital Academy. We also
piloted a programme to assess digital
behavioral competencies throughout
the business.

Investing in the development of
our people remains at the heart

of our HR activities. Through our
range of specialised academies,
we delivered more than 163 unique
classroom training courses and
450 technical and functional
e-learning modules. In addition to
the academies, we placed great



focus on mandatory learning where
we have seven different modules
on topics such as compliance, risk,
anti-money laundering, information
security and our code of conduct.
These mandatory courses form an
integral part of the comprehensive
three-month induction programme
designed to integrate new staff into
the Bank’s culture.

Employees received an average of
38 hours of training in 2018, helping
to further develop their skills and
abilities. Our training is measured
through learning tracker tools that
ensure we deliver a robust return
on investment.

Our performance management
process is thorough and
comprehensive. It is mandatory for all
employees to have set objectives and
KPIs mapped to their role. 30% of our
performance objectives are service
related. To reinforce and promote
good performance, the process is
linked to reward and recognition and
to the career growth opportunities
within the Bank. Performance forms
part of the eligibility criteria for the
range of vertical and horizontal career
moves we offer.

Career paths and requirements for
career progression are clearly defined
and communicated to all employees
and supported by learning and
development programmes open

to all staff.

In 2018, in line with our values of
Care and Respect and to foster a
better work/life balance, we reviewed
our benefits scheme and introduced
a half-day leave category to help
provide flexibility for staff.
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We recognise the value of diversity
and we are proud to have people
from 84 different nationalities
working in the Bank, which helps
to enrich our culture.

We place a special focus on gender
diversity across all levels of the
organisation and have seen a
significant increase in the number
of women joining the Bank and
moving into senior leadership
positions. 39% of our workforce is
female with 29% of middle and senior
management roles held by women.
To support working mothers, we
have doubled our maternity leave.

In 2018 we increased the number of
UAE Nationals working for the Bank.
We consistently surpass the
Emiratisation targets set by the
requlators every year.

Helping drive this success is our
Emirati Academy, which aims to
ensure that high school and university
graduates are fully prepared for
branch or departmental roles, with
the necessary knowledge and training
to equip them for success.

TAMOOHA

Ambition is one of our core values
and we believe in nurturing those
with a strong desire to achieve more.
That is why five years ago we created
our award-winning Tamooha initiative
which helps Emirati women pursue a
career and contribute to the nation’s
progress, while ensuring their family
priorities are taken care of.

The programme, which has grown
every year, provides a women-
only workspace, telecommuting
and part-time options for skilled
Emirati women who want a work
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environment suited to their traditional
values. We provide training and
support at our dedicated centre in

Al Ain, where women are able to gain
experience and skills.

Those who successfully complete
the course receive a certificate and
the chance to work from home or
at the centre. This year, more than
10 women chose to move from
Tamooha into full-time employment
with the Bank.

In 2018, we also saw an increase in
the number of those applying to the
programme. As a result, there are
now more than 200 taking part in
our Tamooha initiative.
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SUSTAINABILITY
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As a major financial
institution in the UAE,

we are committed to
sustainability, both within
our own organisation and
In the wider community.



We see our purpose in the UAE
community as broader than simply
providing services to individuals,
businesses and government-related
entities (GREs) to generate profit.

We also aim to build maximum long-
term value for all of our stakeholders,
as well as to earn their trust in
everything we do. One of the ways
we achieve this is our commitment
to sustainability. We focus on those
sustainability issues that matter

most and manage those issues in

an integrated manner in the way

we do business.

Our approach is guided by three
principal pillars:

1. Contributing to sustainable
economic growth;

2. Conducting business responsibly;
and

3. Investing in our communities.

These pillars enable ADCB to
contribute to advancing the UAE's
Visions and the United Nations
Sustainable Development Goals
(UN SDGs), as well as ensuring that
our success creates shared value
with our stakeholders and helps our
community and the people we serve
to thrive too.

Sustainability remains an important
issue for us, our customers and
investors, and we strive to build
long-term value and trust with our
stakeholders by:

» establishing partnerships with
customers that last a lifetime;

* managing our environmental, social
and governance (ESG) impacts;
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» addressing the key sustainability
issues that matter most to our
investors;

» contributing to projects and
programmes that support the
UAE Visions for sustainable
development;

« creating shared value for the
communities we serve; and

* managing and developing our
people—our most valuable asset.

CONTRIBUTING TO
SUSTAINABLE GROWTH

Our ambition to create the most
valuable and resilient bank in the
UAE is supported, in part, by our
commitment to sustainability. At
ADCB contributing to sustainable
growth entails a multi-faceted
approach to managing both financial
and non-financial performance
metrics.

We have pledged to generate
sustainable profit growth based on
our strategy and service excellence
approach which includes focusing
on a UAE-centric approach, liability
growth and funding diversification,
building long-term relationships
based on trust, effective risk
management, and generating long-
term sustainable returns bolstered
by cost-savings and efficiencies born
out of our digital transformation
programme.

We deliver an unrivalled customer
experience across every touchpoint
of the Bank. We develop products
and services that help our community
(individuals, corporates and GREs) to
thrive and grow with wealth, safety
and protection in mind. We fuel
employment and growth through
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the projects and communities we
support. And we support the
government and society as a whole
in creating a vibrant economy and
a stable, long-term future for all.

In addition, we evaluate our progress
on this ambitious journey based on
non-financial performance measures.

Our business practices are
managed responsibly to contribute
to sustainable development by
incorporating ESG into our financial
decision processes (see Conducting
Business Responsibly, below) such as
credit decisions, projects financed,
and procurement screening, as well
as in sponsorship and partnership
decisions (see Investing in our
Communities, below).

Our approach enables us to contribute
to sustainable growth in the UAE and
deliver long-term sustainable value
for our stakeholders, with long-term
sustainable returns for our investors.

ESG RATINGS AND
BENCHMARKS

MSCI

S&P/HAWKAMAH PAN-ARAB
ESG INDEX RANKING



CONDUCTING BUSINESS
RESPONSIBLY

Managing our business responsibly is
vital for our success, the prosperity of
our stakeholders, and the reputation
of the Bank. We do this by focusing
on seven key areas:

1. PRIVACY AND DATA SECURITY

The security of our customers’
personal details is paramount,

and we have developed a robust
framework supported by policies and
procedures, management and board
risk governance, integrated staff
training and communications, for the
collection and safekeeping of all the
data we store. We regularly review our
safequards and monitor cyber threats
to ensure we maintain our world-
class protection, with regular internal
and external audits that evaluate the
adequacy of our security controls,
and independent third-party testing
to identify any security gaps and areas
that can be further enhanced.

Our significant investment has
enabled us to mitigate risk exposure
in this area, as demonstrated by our
strong performance in customer
privacy issues.

INCIDENTS OF BREACH
OF CUSTOMER PRIVACY
DETECTED (AND
PREVENTED) IN 2018

INCIDENTS OF BREACH
OF CUSTOMER PRIVACY
IN 2018

BEYOND AMBITION

ISO/ICE 27001 AND
PCI DSS (PAYMENT
CARD INDUSTRY DATA
SECURITY STANDARD
v.3.2) ACCREDITATION
IN 2018

2. FINANCIAL INCLUSION

Building on our responsible lending
practices, we endeavour to provide
financial education, guidance, and
affordable products and services to all
individuals and businesses (for more
information, please see MoneySense
on page 82). We strive to offer
solutions to the constraints that may
sometimes serve to exclude people
from participating in the financial
sector.

3. INCORPORATING ESG

INTO CREDIT ANALYSIS AND
DECISION-MAKING

By investing in large infrastructure
and industrial projects as well as
other economic sectors, we support
economic growth and community
prosperity. To ensure that this
supports sustainable development
objectives, we aim to minimise
adverse impacts on people and on
the environment by assessing
environmental and social risks and
impacts in a structured way and
on an ongoing basis.

As part of this strategic commitment
to sustainable financing, ADCB

has decided to adopt the Equator
Principles to ensure that the
projects we finance and advise on
are developed in a manner that

is socially responsible and reflect
sound environmental management
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practices. We believe that the
adoption of the Equator Principles
will bring significant benefits to us,
our clients, and local stakeholders,
and will further reduce our exposure
to borrowers’ environmental and
social risks through enhancements
to our due diligence process.

We also support sustainable finance
through our investment decisions.

In 2018, the Bank promoted

several environmental and social
improvements through our
financing activities. For example,

we provided guarantee and letter

of credit facilities in excess of

AED 734.6 million (USD 200 million)
to support the construction of a
200mw solar energy plant; approved
financing for a government-led
project to centralise patient medical
records to improve the quality of
treatment for UAE residents; and
financed transportation for a local
rehabilitation centre serving children
with special needs.

ADCB also continues to make
financing commitments to companies
working towards developing
sustainable infrastructure including
Bee'ah, the UAE's leading integrated
environmental, recycling & waste
management company; Abu Dhabi’s
Future Energy Company (Masdar);
the Tabreed district cooling utility
company; and the first community
bikeshare scheme in Abu Dhabi (for
more information, please see ADCB
Bikeshare on page 82).



OF OPERATIONS
ASSESSED FOR
CORRUPTION RISK
IN 2018

INCIDENTS

OF WHISTLE-
BLOWING DEEMED
SUBSTANTIAL IN 2018

TOTAL TRAINING
(HOURS) ON ANTI-
CORRUPTION IN 2018

4. BUSINESS ETHICS

We have embedded a strong set of
principles that guide our conduct and
govern our stakeholder relationships.
Our mission, core values and service
commitments are deeply embedded
across our organisation and business
practices, and all employees must read
and acknowledge our comprehensive
Code of Conduct, which is regularly
updated. The Code of Conduct also
forms part of the mandatory training
that all staff are required to complete
annually.

In addition to a robust risk management
framework, the Bank has a clear
whistleblowing procedure and
operates anti-money laundering and
anti-bribery and corruption policies
and training. Our independent
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internal audit team ensures we
are compliant with all required
regulations and that we follow
best-practice quidelines.

5. CORPORATE GOVERNANCE

We have a strong, diverse and
experienced Board, with 10
independent Directors, who monitor
the implementation of our strategy
with clarity and precision to create
and sustain shareholder value. Our
sound governance practices support
our Board to make the right decisions,
which minimise risks and maximise
business value for the Bank (for more
information, please see the Corporate
Governance section on page 102).

6. SUPPLY CHAIN MANAGEMENT

Our responsible procurement
practices support sustainable
development by creating business
opportunities for local suppliers and
vendors who share our commitment
to sustainability.

By integrating ESG criteria into

our vendor screening process and
partnering with local suppliers, we

are helping to promote sustainable
practices throughout our supply chain.

OF SPENDING ON LOCAL
SUPPLIERS IN 2018

OF SUPPLIERS SCREENED
FOR ENVIRONMENTAL
CRITERIA IN 2018
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7. HUMAN RESOURCES

We adopt progressive employment
practices which enable us to attract,
retain and develop highly-skilled and
productive workers, foster a healthy
business environment and contribute
direct value towards economic
growth.

In 2018, ADCB directly employed
more than 5,000 staff from 84
nationalities, of which 39% were
female employees, of whom 29%
held senior and middle management
positions.*

ADCB STAFF TURNOVER
RATIO IN 2018

OF ADCB STAFF ARE
SATISFIED AND WILLING
TO GO BEYOND IN 2018

Across the Bank, we empower and
nurture our people by investing in
employee training and development,
fostering employee diversity, creating
a safe, fair and engaging work
environment and by investing in
programmes that promote health
and well-being. Our employees

are engaged in our commitment

to sustainability from the start

of their career with ADCB as part of
our on-boarding programme.

* As defined by UAE Central Bank guidelines



Our practices help to minimise the
risk of turnover and associated costs
of rehiring, loss of intellectual and
human capital through attrition, and
reduced ability to attract talent. Our
2018 employee engagement survey
results reached the highest level,
demonstrating that our employees
are satisfied, engaged and willing to
go beyond the expected.

Our high-performance culture
continues to contribute to the success
and growth of our business.

INVESTING IN OUR
COMMUNITIES

We pride ourselves in our continuous
commitment to investing in our
communities and creating positive
social and economic outcomes

for all. We do this through our
strategic partnerships, programmes
and philanthropy that contribute

to advance the goals of the UAE's
Visions and the UN SDGs.

OUR ACHIEVEMENTS IN 2018
SDG GOAL: QUALITY
EDUCATION—
MONEYSENSE
We continued to raise

levels of financial awareness in our

community through our MoneySense
programme, which encourages

the adoption of sound financial

management practices. The
programme was delivered to our
stakeholders through multiple
channels: to our customers as part
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of the Health & Wealth Roadshow
held monthly at different branches
across the UAE and to ADCB staff and
to staff of corporate clients through
workshops. In 2018 our outreach

to UAE residents and Nationals
exceeded 975. Our programme also
reaches the broader community
through an enhanced digital platform.

SDG GOAL: HEALTH AND

WELL-BEING—ADCB

BIKESHARE

ADCB continues to support
the first public bikeshare system
in Abu Dhabi, ADCB Bikeshare, in
partnership with Cyacle. ADCB
Bikeshare is a sustainability initiative
which provides a cost-effective and
energy-saving alternative method of
transport across several Abu Dhabi
communities. Overall, ADCB Bikeshare
users travelled 274,319 kms, which
equates to over 6.86 million calories
burnt and approximately 41.70 kg
carbon emissions offset, and promoted
a positive impact to the environment,
health and the community.

SDG GOAL: HEALTH AND

WELL-BEING—ADCB

PINK MONTH

ADCB has supported
breast cancer awareness since 2009,
helping to reduce incidences of
breast cancer. We have spearheaded
various initiatives that help raise
awareness for this significant health
issue as well as providing funding.
In 2018, we once again backed the
ADCB Pink Run, an annual run that
forms part of the ADCB Zayed Sports
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City 510K runs. Organised by ADCB
and Abu Dhabi Striders, it has become
one of our most popular community
events to mark Pink Month in October.
This year, over 1,360 people
participated. All proceeds from the
Pink Run go towards Breast Cancer
Research.

ADCB also facilitates donations
through our ATM and internet channels
and raised over AED 160,000 in 2018
towards Breast Cancer Research.

ADCB also provides insurance
solutions such as Critical Guard Plus,
that protect against many critical
illnesses including cancer.

SDG GOAL:

PARTNERSHIPS

FOR THE GOALS

ADCB partners with
other organisations to pursue our
sustainability strategy. In addition
to those already mentioned in this
report, ADCB has nurtured a long-
term partnership with Emirates Nature
in association with WWF (Emirates
Nature), a nonprofit organisation
driving positive change to conserve
the natural heritage of the UAE. In
2018, we contributed more than
AED 345,000 for Emirates Nature
through ATM and internet banking
donations raised through our
partnership.
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STAKEHOLDER
ENGAGEMENT

We recognise the importance of
working in partnership with all our
stakeholder groups. By collaborating
with each of the groups that play

a part in our daily business activities,
we help to ensure that ADCB is

more effective, efficient and resilient.

The Board has outlined its intention in 2019, to create
deeper and more meaningful engagement with our
diverse stakeholder groups. We want more regular,
two-way communication between the Bank and

our stakeholders to bring even greater clarity to our
purpose and so that we can better benefit from the
experience and advice of all those we work with.

WHO ARE OUR STAKEHOLDERS?

We regard those who influence or are influenced by
our daily business activities as our key stakeholders.
To that end, they are our customers, employees,

community groups, suppliers, investors and regulators.
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WHAT ARE THE TOPICS?

As you might expect, the subjects that are most
important to each group are many and varied. These
are some of the key issues that are of most interest
to our stakeholders:

CUSTOMERS—customer satisfaction, products
and services, digital access, security;

EMPLOYEES—culture, values, training, career
opportunities;

COMMUNITY GROUPS—financial education
and inclusion, local support;

SUPPLIERS—pricing, services, efficiency,
fairness;

INVESTORS—financial performance, strategy,
governance, risk management, sustainability;
and

REGULATORS—compliance, banking trends,
legislation.

HOW DO WE ENGAGE?

Our methods of engagement vary depending on
the stakeholder group and include a wide range

of communication, from face to face meetings to
written, verbal and broadcast communication, town
hall sessions, presentations, reports, roadshows,
forums, and more.

LOOKING AHEAD

In 2019, we will provide a more detailed report on
our engagement with these groups. We will identify
the ways in which we engaged with each of them,
how frequently we did so, the key topics raised, and
the feedback received, as well as how we responded
to them.



AWARDS

‘Most popular

Credit Card of the

Year 2018"

SOUQALMAL.COM

‘Best online
Portal Services in
the UAE"

GLOBAL FINANCE
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2013

‘Credit Card
product

of the Year in
Middle East”

THE ASIAN BANKER

‘Best Service Cash

Management in
the UAE—Non-FI"

2018 EUROMONEY CASH
MANAGEMENT SURVEY
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‘Best affinity
Credit Card in
Middle East
& Asia/Oceania”

FREDDIE AWARDS 2018

‘Best Islamic
Wholesale
Banking Solutions’

GLOBAL ISLAMIC
FINANCE AWARDS



"‘Best Cash
Management
Bank in the UAE
and Middle East’

GLOBAL FINANCE

‘Best Domestic
Trade Finance
Bank Of The Year”

GLOBAL FINANCE

‘Investors in
People Award
2018"

ISLAMIC RETAIL
BANKING AWARDS
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‘Best affinity
Card in
Middle East &
North Africa”

MASTERCARD
LEADERSHIP FORUM

‘Best Trade
Finance Portal
Services In
the UAE and
Middle East”

GLOBAL FINANCE

‘Best Trade
Finance Bank
in UAE"

THE ASIAN BANKER
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Ranked 2nd
in S&P/Hawkamah
ESG Pan Arab
Index for leadership
in corporate
sustainability

HAWKAMAH

‘Best Integrated
Corporate
Banking Site in
the UAE and
Middle East”

GLOBAL FINANCE

‘Best Trade
Finance Provider
in UAE"

GLOBAL FINANCE AWARD
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CHAIRMAN'S
C :R
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The rapid pace of change in the
world of banking and beyond
provides our industry with challenges
and opportunities. It also highlights
the importance of our strong and
experienced Board.

Good governance is the foundation of our
success, underpinning our strategy and guiding
our steps to becoming the number one bank
of choice in the UAE.

As we build on our strategy and continue to
transform our business, particularly in the digital
space, the Board is responsible for navigating
issues today that will help define and direct our
ambitions tomorrow. That is why a rich range of
experiences and skills, a disciplined approach to
governance and a deep understanding of banking
are vital components for a successful Board.

Over the next few pages you will be able to
see how we have continued to strengthen our
corporate governance through the activities
of our Board and Board Committees. The
implementation and transition to IFRS 9,

new regulatory liquidity requirements, better
communication and transparency are among
the many topics we addressed during 2018.



CULTURE AND GOVERNANCE

| am proud of how the Bank's
governance has been developed,
particularly over the past decade.
By voluntarily adopting practices
that go above and beyond those
mandated by law or regulation, we
have been pioneers of best practice
in the region.

For example, our Code of Corporate
Governance has created a structure
and framework that complies very
closely with the Basel Committee’s
corporate governance principles for
banks. These principles form the
basis of new governance regulations
expected from the UAE Central Bank
in 2019.

As a Board, we have a responsibility
to foster a healthy culture, where
innovation and success can thrive.
Our values set the tone of the Bank
and help drive that success. Integrity,
Care, Ambition, Respect and Discipline
are embedded in our culture. They
guide every action we take and every
decision we make. They also form

a key part of the management’s KPIs
and influence their remuneration
and incentives.

BOARD EFFECTIVENESS

We have a strong and experienced
Board, with several independent
Directors. The Board monitors the
implementation of our strategy.
Selection, appointment, regular
performance reviews and ongoing
training of Directors ensures a high
level of corporate governance in
the Bank.
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Transparency is an important factor
in our approach; information is
shared and communication channels
between Board and management
are clear. Both sides are engaged and
collaborative. We hold regular Board
and Committee meetings, and have
appointed an experienced external
adviser to assist the Board. We all
share one priority: the interests of
the Bank and its stakeholders.

The Nomination, Compensation

and HR Committee and the Board
are satisfied that the external
commitments of our Non-Executive
Directors do not conflict with their
duties and commitments to the
Board in any material respect. For the
past 10 years we have required that,
every quarter, each Board Member
must confirm, in writing, his or her
understanding of his or her duties to
the Bank. We also have strong related
party and conflicts policies in place.

As part of our ongoing commitment
to monitor and improve performance,
as well as to embed international

best practice, we conduct regular
Board evaluations. These assess

the Board’s effectiveness at various
levels. This includes our oversight

of the management’s performance
and the Bank's transparency and
accountability to shareholders,
depositors, other relevant stakeholders
and market participants.

Your Board is committed to using the

results of these evaluations to drive
improvements in our performance.
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DIVERSITY

One of the ways to create a more
effective Board—and business—is
through greater diversity. For us,

this is about genuinely reflecting the
views of all stakeholders, celebrating
diversity of thoughts and views,
championing the positive challenges
we bring to each meeting, and
nurturing a wide mix of commercial
skills and varied backgrounds.

ENGAGEMENT WITH
STAKEHOLDERS

Understanding the subjects and
issues that concern our stakeholders
is vital for the Board when it comes
to making informed decisions. That
is why we take every opportunity to
engage with our stakeholders. Our
AGM is particularly important in this
regard and allows us to meet many
of our investors face-to-face.

To see some of the other ways in
which the Bank engages with our
stakeholders, turn to page 83.

THANK YOU

| am pleased to present the ADCB
Corporate Governance Report for
2018 and to take this opportunity to
thank all my colleagues on the Board
for their support. | have no doubt
that we have the right mix of skills,
knowledge and experience to ensure
we continue to be effective.

Eissa Mohamed Al Suwaidi
Chairman
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Fissa Mohamed Al Suwaidi

Chairman
Independent*, Non-Executive Director

Eissa Mohamed Al Suwaidi has more
than 20 years of experience in asset
management and banking. He was
appointed by the Abu Dhabi Investment
Council to join the ADCB Board of
Directors in 2008, when he was also
elected Chairman.

Bachelor of Economics (Northeastern
University, USA)

ADCB COMMITTEE MEMBERSHIPS:
Chairman—Risk & Credit Committee

Member—Nomination, Compensation &
HR Committee

EXTERNAL APPOINTMENTS:

Chairman—Emirates Telecommunications
Group Company

Vice Chairman—Maroc Telecom

Chief Executive Officer—Abu Dhabi
Investment Council

Board Member—Emirates Investment
Authority

Mohamed Sultan Ghannoum Al Hameli

Vice Chairman
Independent*, Non-Executive Director

Mohamed Sultan Ghannoum Al Hameli
brings substantial financial experience

to the Board having served in the
Department of Finance—Emirate of

Abu Dhabi and as Assistant Director of
the European Equities Department of the
Abu Dhabi Investment Authority. He was
appointed by ADIA to join the ADCB Board
of Directors in October 2004.

Bachelor of Finance (Boston
University, USA)

General Manager Program, Strategic 1Q:
Creating Smarter Corporations (Harvard
Business School)

Chartered Financial Analyst (CFA Institute)

ADCB COMMITTEE MEMBERSHIPS:

Chairman—Nomination, Compensation &
HR Committee

Member—Risk & Credit Committee

EXTERNAL APPOINTMENTS:

Director General—Abu Dhabi Finance
Department

Board Member—Social Welfare &

Minor Affairs Foundation, Emirates
Telecommunications Group Company,
Abu Dhabi Retirement Pension and
Benefit Fund, UAE Federal Tax Authority,
Abu Dhabi Development Holding
Company

* Independent (assessed as per Bank policies and by reference to local regulations)
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Mohamed Darwish Al Khoorl

Independent*, Non-Executive Director

Mohamed Darwish Al Khoori has 30 years
of experience in asset management and
its related disciplines. Mr. Al Khoori has
been Executive Director of the Operations
Department of the Abu Dhabi Investment
Authority (ADIA) since 31 May 2015. From
2008-2015, he was the Executive Director
of the Internal Equities Department at

Abu Dhabi Investment Authority.

In May 2004, Mohamed Darwish Al Khoori
was nominated by ADIA to join the ADCB
Board of Directors, and in April 2006, he
was elected by the ADCB shareholders to
be an ADCB Director.

He was subsequently nominated to be an
ADCB Director by ADIC in March 2009. In
March 2015, he was again nominated and
elected by shareholders to be an ADCB
Director.

Bachelor of Business Administration (Siena
Heights University, Michigan, USA)

General Manager Program (Harvard
Business School)

Khalid Deemas Al Suwaidi

Independent*, Non-Executive Director

Khalid Deemas Al Suwaidi provides more
than 15 years of banking experience,
having held senior management positions
in National Bank of Abu Dhabi and First
Gulf Bank. He was appointed by the

Abu Dhabi Investment Council to join
the ADCB Board of Directors in March
2009. In 2012, he was nominated and
elected by ADCB shareholders to act as
a Director, and in March 2015, he was
again nominated and elected by ADIC to
act as a Director.

Master of Business Administration,

minor in Management Information
Systems and Strategic Planning (Widener
University, USA)

ADCB COMMITTEE MEMBERSHIPS:
Member—Risk & Credit Committee

Member—Nomination, Compensation &
HR Committee

EXTERNAL APPOINTMENTS:

Chairman—Oman & Emirates Investment
Holding Company—Board

Chairman—Oman & Emirates Investment
Holding Company—Executive Committee

Chairman—The Financial Corporation
(FINCORP)—Board

Chairman—The Financial Corporation
(FINCORP)—Audit Committee

Member—Abu Dhabi Global
Market (Board)

Member—Abu Dhabi Global Market (Audit
Committee)

Executive Director—Abu Dhabi Investment
Authority (Operations Department)

Member—ADIA’'s Investment Committee

Bachelor of Science/Computer
Information Systems (Bethune Cookman
College, USA)

ADCB COMMITTEE MEMBERSHIPS:
Member—Corporate Governance
Committee

Member—Audit & Compliance Committee

EXTERNAL APPOINTMENTS:
Board Member—Manazel Real Estate
Company

Vice Chairman—Abu Dhabi National
Takaful Company

Group Chief Executive Officer—
Das Holding

* Independent (assessed as per Bank policies and by reference to local regulations)
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Mohamed Al Al Dhaheri

Independent*, Non-Executive Director

Mohamed Ali Al Dhaheri supports the
Board with his experience in financial
services and investments. He was
appointed by the Abu Dhabi Investment
Council to join the ADCB Board of
Directors in May 2007. Prior to joining
ADIC, Mohamed Ali Al Dhaheri was the
Chief Operating Officer of the Treasury
Department in Abu Dhabi Investment
Authority.

Mr. Al Dhaheri is currently the Executive
Director of the Accounting & Financial
Services Department, ADIC.

Abdulla Khalil Al Mutawa

Independent*, Non-Executive Director

Abdulla Khalil Al Mutawa is a skilled and
dedicated investment professional with
more than 35 years of experience and a
comprehensive background in finance
and administration. He was nominated
by ADCB shareholders to join the ADCB
Board of Directors in March 1997.

Bachelor of Business Administration
(University of North Carolina, USA)

Bachelor of Business Administration
(International University of America)

ADCB COMMITTEE MEMBERSHIPS:

Chairman—Corporate Governance
Committee

Member—Audit & Compliance Committee

EXTERNAL APPOINTMENTS:
Chairman—Invest AD

ADCB COMMITTEE MEMBERSHIPS:
Member—Audit & Compliance Committee

EXTERNAL APPOINTMENTS:

General Manager—The Private Office of
Sheikh Suroor bin Mohammed Al Nahyan

Board Member—Bank Alfalah Limited

Chairman—Makhazen
Investment Company

Non-Executive Member—EFG
Hermes Board

* Independent (assessed as per Bank policies and by reference to local regulations)
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Sheikh Sultan bin Suroor Al Dhaheri

Independent*, Non-Executive Director

Sheikh Sultan bin Suroor Al Dhaheri has
more than 10 years’ experience in business
and marketing and strong commercial
knowledge. He was elected by ADCB
shareholders to join the ADCB Board of
Directors in March 2009.

Master of Business Administration (Abertay
Dundee University, UK)

Faisal Suhail Al Dhaheri

Independent*, Non-Executive Director

Faisal Suhail Al Dhaheri brings a wealth

of experience from working within the
Abu Dhabi Investment Authority where

he has managed a broad range of
investment and organisational reforms.
He is a member of the Strategy & Planning
Department at ADIA and oversees its
Alternative Investments mandates:
strategic asset allocation and tactical
hedges against strategic portfolios.

He was nominated by the Abu Dhabi
Investment Council to join ADCB’s Board
of Directors in March 2016.

Chartered Alternative Investment Analyst
(CAIA Association)

Bachelor in Business & Marketing
(Middlesex University, London, UK)
ADCB COMMITTEE MEMBERSHIPS:

Member—Corporate Governance
Committee

EXTERNAL APPOINTMENTS:
Chairman—SSD Group, Abu Dhabi

Maritime & Mercantile International Co.

Chairman—Al Dhaana Holding

Chartered Financial Analyst (CFA Institute)

Bachelor of Islamic Law (Al-Imam
Muhammad Ibn Saud Islamic

University, KSA)

Master & Bachelor of Arts in Mathematics
(Boston University, Massachusetts, USA)

ADCB COMMITTEE MEMBERSHIPS:
Member—Corporate Governance
Committee

EXTERNAL APPOINTMENTS:

Vice Chairman—Zayed Bin Sultan Al
Nahayan Charitable & Humanitarian
Foundation Investment Committee

* Independent (assessed as per Bank policies and by reference to local regulations)
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Aysha Al Hallami

Independent*, Non-Executive Director

Aysha Al Hallami is a Research Specialist

in the Real Estate and Infrastructure
Department at the Abu Dhabi Investment
Authority, where she has served for

more than eight years. Aysha Al Hallami
was appointed by the The Abu Dhabi
Investment Council to join the ADCB
Board of Directors in April 2013. Chartered
Financial Analyst, CFA Institute.

Private Equity and Venture Capital, Harvard
Business School

Master of Sciences in Finance & Banking,
British University in Dubai in association

Khaled H. Al Khoori

Independent*, Non-Executive Director

Khaled H. Al Khoori brings more than

20 years commercial experience to ADCB
and, since 2006, has been Chairman

of Orient House for Development &
Construction as well as serving on the
Board of Abu Dhabi National Hotels
from 2009. He was elected by ADCB
shareholders to join ADCB's Board of
Directors in April 2012.

Master of Civil Engineering (Northeastern
University, USA)

Bachelor of Civil Engineering
(Northeastern University, USA)

with Cass Business School, City
University, London

Bachelor of Science in Business Sciences:
major in Finance, Zayed University,

(Abu Dhabi, UAE)

ADCB COMMITTEE MEMBERSHIPS:
Chairperson—Audit & Compliance
Committee

Member—Risk & Credit Committee

ADCB COMMITTEE MEMBERSHIPS:
Member—Risk & Credit Committee
Member—Corporate Governance
Committee

EXTERNAL APPOINTMENTS:
Chairman—Orient House for Development
& Construction

NCHR Committee—Abu Dhabi National
Hotels (ADNH)

Board Executive Committee—Abu Dhabi
National Hotels (ADNH)

Chairman of the Board of
Directors—Abu Dhabi National Hotels
(ADNH Compass)

* Independent (assessed as per Bank policies and by reference to local regulations)

94



ADCB 2018 ANNUAL REPORT

Sir Gerry Grimstone

Adviser

Sir Gerry Grimstone brings significant
international expertise and experience

in investment banking and the financial
services industry and serves on the boards
of several high-profile public- and private-
sector companies.

Sir Gerry, the immediate past Chairman of
Standard Life Aberdeen, is the Chairman
of Barclays Bank plc, Europe’s largest
investment bank, which oversees Barclays’
Corporate and Investment Bank, Private
Bank, and International Cards and
Payments businesses. He was previously
Chairman of TheCityUK, the representative
body for financial services in the UK, a
senior investment banker at Schroders,
and an official in the UK's HM Treasury.

He was responsible for privatisation and
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policy for state-owned enterprises and
helped oversee HM Treasury's Operational
Efficiency Programme. He has also served
as one of the UK's business ambassadors.

He was appointed as an Adviser to the
ADCB Board of Directors in 2013.
EXTERNAL APPOINTMENTS:

Chairman—Heng An Standard Life, a major
Chinese Insurance Company

Non-Executive Director—HDFC Life, a
major Indian Insurance Company

Lead Non-Executive Director—UK Ministry
of Defence

Independent Non-Executive—Deloitte
North West Europe
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MANAGEMENT

Ala'a Eraigat

Group Chief Executive Officer and
Member of the Board, Executive Director

Ala‘a Eraigat joined ADCB in January 2004
and held various senior posts before taking
over as Chief Executive Officer and also
becoming a member of ADCB'’s Board of
Directors in February 2009. He previously
held senior positions at Citibank and
Standard Chartered Bank, amongst others.
His responsibilities extend to chairing

the following subsidiaries and committees
of ADCB, amongst others: Abu Dhabi
Commercial Properties, Abu Dhabi
Commercial Engineering Services, the
ADCB Management Executive Committee
and the ADCB Management Risk & Credit
Committee.

BEYOND AMBITION
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Deepak Khullar

Group Chief Financial Officer

Deepak was appointed Group Chief
Financial Officer in 2008 and is responsible
for Group finance and strategy, investor
relations and strategic sourcing. He
previously spent 15 years with Standard
Chartered Bank in the Middle East and in
Korea. Before joining Standard Chartered,
he worked for 12 years with Ernst &
Young and Price Waterhouse & Co. (now
PricewaterhouseCoopers) in the Middle
East and India. Deepak is an Associate of
the Institute of Chartered Accountants

of India and an Associate Member of the
Association of Corporate Treasurers (UK).
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Siddiga Abbas

Group Chief Operations Officer

Siddiga Abbas was appointed as ADCB's
Group Chief Operations Officer in 2018
and is the leader of the Bank's Group
Business Services (GBS) division which
includes the Technology, Operations,
Customer Experience and Property
Management teams. Siddiga is responsible
for ensuring the Bank has the operational,
technological and property management
capabilities and systems infrastructure

to ensure reliable and agile business
operations. With over 20 years of banking
experience, she has held a number of
senior operational management positions
at ADCB including Head of Branch
Operations and Head of Consumer
Banking Operations. Prior to her
appointment as Group Chief Operations
Officer, Siddiga was the General Manager,
ITMAM (ADCB's shared services captive)
from 2016-2018. Siddiga holds a Bachelor's
Degree in Mass Media from the UAE
University in ALAin.

97

Colin Fraser
Group Head of Wholesale Banking

Colin completed his Master of Arts in
Financial Economics at the University of
Dundee, receiving the Bowie Memorial
Prize for top economics graduates. He is
an Associate of the Chartered Institute of
Bankers and a Fellow of the Royal Society
for the Arts. Colin joined Barclays Bank

in 1992 and undertook various roles as
an international banker. In 2007, he was
appointed Barclays' Corporate Banking
Director, GCC, joining ADCB a year later
as Head of the Wholesale Banking Group.
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Arup Mukhopadhyay

Group Head of Consumer Banking

Arup joined ADCB in 2005 and is Head
of the Consumer Banking Group. He had
previously spent seven years with Citibank,
becoming Head of Wealth Management
products and Marketing Director for its
UAE Consumer business. Before that, he
worked with Unilever in India in several
sales and marketing roles. Arup is a
mechanical engineering graduate and
holds an MBA from the Indian Institute
of Management, Lucknow. In 2016, Arup
was named the Retail Banker of the Year
in the Middle East by The Asian Banker,
Singapore.

BEYOND AMBITION
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Kevin Taylor

Group Treasurer

Kevin joined ADCB in 2009 as Head of the
Treasury & Investments Group. He has
held significant treasury and risk positions
in global organisations such as ALICO,
Citigroup, Westpac Bank and Merrill
Lynch. At ADCB, he is responsible for

FX trading and sales, derivative trading and
sales, and fixed income and investments
personnel along with money market,
balance sheet analytics teams. Kevin

has over 30 years of global experience

in banking and finance and is a member
of the UAE Banks Federation Financial
Markets Committee. He holds an MBA
from Macquarie University in Australia and
a Master of Science in Risk Management
from the Stern School of Business, New
York University.



ADCB 2018 ANNUAL REPORT

All Darwish

Group Head of Human Resources

Ali joined ADCB in 2010 and has more than
20 years banking experience, working in
the top financial institutions in the UAE. As
Group Head of Human Resources, he is
responsible for driving a high-performing
culture and engagement across the Bank.
He has expertise in talent development,
engagement, change management and
business strategy.
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Abdirizak Mohamed

Group Chief Internal Auditor

Abdirizak has been the Group Chief
Internal Auditor at ADCB since 2006
having previously worked at the NASDAQ
Stock Market, NASD (FINRA) and OFHEO
(FHFA). He has more than 25 years of
financial industry experience that spans
capital markets management, accounting
policy/applications, examinations and
auditing, risk management, regulatory
oversight, and corporate governance.
Currently, he is the Chairman of the UAE
Banking Federation Audit Committee, and
continues to serve as an Audit Committee
member of various Abu-Dhabi based
companies. Abdirizak is a Certified Public
Accountant and holds a Master’'s degree
from The George Washington University in
Washington, DC, and a Bachelor's degree
from the University of Washington in
Seattle, WA.
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Simon Copleston

Group General Counsel and Board
Secretary

Simon has been Group General Counsel

and Board Secretary at ADCB since 2008.

After graduating from Durham University
in the UK, he practised corporate law in
the City of London for eight years. He
joined Abu Dhabi Investment Authority in
2006, acting as a lawyer to the Emerging
Markets department and the Strategic
Investment and Infrastructure teams. He
has more than 20 years of experience

in banking, finance and corporate law.
Simon is a UK-qualified solicitor and has
been highly instrumental in the Bank's
recent recognition as a regional leader in
corporate governance.

BEYOND AMBITION

100

Paul Keating

Group Chief Risk Officer

Paul was appointed as ADCB's Group
Chief Risk Officer in January 2018 having
previously worked for the Australia and
New Zealand Banking Group for over

30 years, where he served in various
capacities across the world. Paul’s last
role at ANZ was the Chief Risk Officer

and Head of Credit for the Pacific division,
which was responsible for 11 countries.
Paul has responsibility for Compliance,
Operational Risk, Market Risk, Fraud Risk,
Credit Policy and Information Security.

He sits on various Management and Board
Sub Committees to provide an enterprise
wide risk management perspective. Paul
holds a Bachelor of Commerce and
Administration from Victoria University in
New Zealand and a Post Graduate Diploma
in Banking Management from Massey
University in New Zealand.
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Tilak Silva

Group Chief Credit Officer

Tilak was appointed as the Group Chief
Credit Officer in January 2018, having
been the Acting Group Chief Risk Officer
since March 2017. He has been with
ADCSB for 38 years, focussing on credit
underwriting, remedial risk & restructuring.
He has an in-depth understanding of the
functionalities of all areas of the Bank.
Prior to joining ADCB, Tilak worked

for Hatton National Bank in Sri Lanka,
undertaking different roles within the
Credit Group.
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CORPORAIE
GOVERNANCE
REPORT | wetomesire i

underpins our integrity, reinforces

the trust and confidence our
investors place in us, and
contributes to a strong and
disciplined culture.

At ADCB, we have established a clear, well-
understood governance framework that is
regularly reviewed and adjusted to reflect
changes in the Bank's businesses, regulation,
the external environment and international
best practice. Our commitment to world-class
corporate governance and reporting not only
clearly demonstrates our integrity, but also
promotes transparency. This approach cements
our reputation and supports our long-term
success by attracting investment that benefits
both the Bank and UAE society as a whole
through the creation of jobs, growth and

prosperity.
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20.14%

Business update

18.06%

Financial Performance,
planning and controls

23.61%

Governance
(Including Committee reports)
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ANALYSIS OF TIME SPENT AT BOARD MEETINGS IN 2018
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11.81%

Strategy &
Management

15.97%

Risk

2.08%

HR Related

8.33%

Audit and Internal controls
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This section outlines some key aspects of the

Bank's corporate governance framework that are

most important to our shareholders.

THE BOARD: MEMBERSHIP,
COMMITTEES AND MEETINGS
The Board, which consists of

11 members, met eight times in
2018. Directors received information
between meetings about the
activities of Board and management
Committees and developments in
the Bank's business.

Members of senior management
were invited to all these meetings to
enhance the Board's engagement
with management and understanding
of the business. In addition, Board
Members regularly visited divisions of
the Bank to enrich their knowledge
of our operations.

The Board has four standing
Committees, which cover: Audit &
Compliance, Corporate Governance,
Risk & Credit, and Nomination,
Compensation & Human Resources.
Each member of the Board, with

the exception of Ala‘'a Eraigat, the
Group Chief Executive Officer, serves
on at least one standing Committee.
The Committees met a total of

53 times in 2018. Chairmanships
and memberships of the Board
Committees are reviewed on a
regular basis to ensure suitability.
Membership is rotated as needed.

DIRECTORS' INDEPENDENCE
AND MANAGEMENT
REPORTING

Independence is an important
factor in our ability to serve in

the best interest of the Bank

and all its stakeholders. All non-
executive Directors are considered
independent, according to the
independence criteria of the Bank
and local regulations.

On the management side, the

Group Chief Internal Auditor reports
to the Board's Audit & Compliance
Committee, the Group Chief Risk
Officer reports to the Board's

Risk & Credit Committee, and the
Board Secretary reports to the Board.

To ensure that the Board has the
benefit of an even greater range

of independent thinking, Sir Gerry
Grimstone was appointed as
independent Adviser to the Board

in 2013. In 2018, Sir Gerry attended
five Board meetings, and the Board
strategy session. His background and
experience continues to enrich the
Board's deliberations, particularly in
the areas of strategy, Board reporting
and effectiveness, performance
assessments for senior management,
succession planning, and assessment
of risk appetite and rewards.
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THE BOARD’'S AGENDA IN 2018

The Board of Directors regularly
discusses certain items that are
fundamental to the direction of the
Bank, such as business performance,
long-term planning, strategy, risk
appetite and management,
succession planning, and human
resources. Details of the agenda
items discussed by the Board and
its Committees during 2018 are set
out on pages 105 and 106.
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BOARD AND BOARD COMMITTEE AGENDA ITEMS

1st Quarter

2nd Quarter

3rd Quarter

4th Quarter

Governance

Financial Performance,
planning and controls

Group Chief Executive/
Business update

HR Related/
Remuneration

e 2018 Annual General .
Assembly agenda

¢ Reports from Committee
Chairmen, Committee
minutes and other .
reports

e QOutcome of the
2017/2018 Board
Evaluation

* Board expenses
summary for the year
2017

« Review of Directors’
independence

o External review of
corporate governance
action tracker

e |T Governance

e Conflict and related
parties report

¢ Review of Board
Committee composition

e |[FRS 9 governance
update

¢ 2017 financial results, .
including business
performance by Group

o External Auditor .
presentation

e Group CEO’s update .

e Group Business Services e
(including technology,
operations, customer o
experience and business &
control) update

¢ Results of customer
satisfaction survey
(including NPS)

e |tmam Services update .

 ADGM Subsidiary update

e Board elections at the .
2018 AGA

¢ Emerging UAE National .
talent

« Remuneration for 2017 .
performance .

e Board fee recommendation
foryear 2017

¢ Retention plan
effectiveness

e Group CEO's evaluation for
2017 and KPIs for 2018

Reports from Committee
Chairmen, Committee
minutes and other
reports

IFRS 9 governance
update

Q1 financial results,
including business
performance by Group
External auditor
presentation

Group CEO's update

Wholesale Banking
Group update

Abu Dhabi Commercial
Properties and

Abu Dhabi Commercial
Engineering Services
update

India branches update
HR Group update
(including recruitment,
training and
development, and
employee services)

Variable pay
effectiveness

Retention plan: 2018
awards
Semi-annual HR update

Update on LTIP
purchases and vested/
unvested shares
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Reports from Committee
Chairmen, Committee
minutes and other
reports

Conflict of interest and
related parties report

Procurement governance
presentation

Update on sustainability
strategy

Board evaluation
2017/2018 action tracker

Update on best practices
developments

IFRS 9 governance
process

Q2 financial results,
including business
performance by Group

Forecast for 2019

External auditor
presentation

Group CEO's update

Consumer Banking
update

Market update
Technology briefing

Performance
recognition reward

Incentive plans-risk
review

Compensation plans

Public reporting on
remuneration

e Reports from
Committee Chairmen,
Committee minutes
and other reports

o Conflict of interest and
related parties report

¢ Annual Report 2018
e 2019 Board agenda

e |[FRS 9 governance
update

¢ Q3 financial results,
including business
performance by Group

o External auditor
presentation

e Group CEO’s update
e 2019 funding plan
e Treasury update

e Merger update
(including consultant
budget)

e Annual HR update

e Reward update and
governance process
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1st Quarter

2nd Quarter

3rd Quarter

4th Quarter

Audit & Internal Controls

Risk

Strategic items

Internal audit update
(including financial
budget, staff strength,
training plan)

Re-appointment of
statutory auditors

Internal audit plan for
2018

Three year audit plan and
strategy (2018-2020)

Declaration of internal
audit independence

Internal control
effectiveness report

Big 4 consultancy fees for
year 2017

Risk Assessment update

Evaluation of statutory
auditor for 2017/re
appointment for 2018

External auditor fees for
year 2018

Internal quality assurance
assessment review 2017

ADAA Internal audit
assessment (action plan
tracker)

Directors’ shareholdings

Risk update, including risk
appetite

Portfolio Risk update
Compliance update

Contracting segment
update

Enterprise wide liquidity
stress test results

Cyber security
assessment

Operational losses for
year 2017

ICAAP policy
ICAAP stress testing 2018

Country risk appetite
review

Geographic and Fl risk
update

SME portfolio update

Performance versus
strategy & KPIs
Competitor analysis—
financial and strategic

Internal audit update
Audit and non-audit fees
for2018

Central Bank guidance
note on IFRS 9
Business continuity
management

EIBOR internal rate
setting guidelines

e Directors’ shareholdings

Portfolio risk update
Chief economist update
Compliance update

IT security update

Effectiveness of credit
bureau

Retail portfolio scorecard

2017 Central Bank stress
testing

Market risk update
Enterprise wide liquidity
stress test results
Liquidity contingency
plan

UAE GRE risk appetite

Real estate segment
review

ADCB India RBI risk
assessment report

Three year capital plan
and forecast

2018 strategy day
Digitization update
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Internal audit update

Review of external
auditors management
letter for year 2017

ADCB India’s concurrent
auditors

Whistleblowing policy
update

Sanctions policy update
Directors’ shareholdings

Risk update (including risk
appetite statement)

Portfolio risk update
Risk appetite framework
Compliance update

IT risk and security update
The Equator principles
Hospitality sector review
Market risk model
validation and new
methodologies

ADCB India ICAAP
2018-2019

Market risk update
Commercial banking
credit & risk policy
Wholesale model
validation

Automotive dealers
update

Competitor analysis—
financial and strategic
Performance versus
strategy & KPIs

¢ Internal audit update

« Suitability assessment
policy

e Anti-bribery & corruption
policy

¢ New Central Bank
regulations

e External auditor’s plan
for 2018

e Directors’ shareholdings

e Chief Economist’s update
¢ Compliance update

e Credit risk policy for
master risk participation
agreements

* Trade invoice financing
program update

e Underwriting and
syndication policy

e Liquidity update

¢ Fraud update

¢ Market risk update

¢ Retail risk update

¢ Portfolio risk update

» Contractor segment
review

e ALM policy

e 2019 budget



PERFORMANCE EVALUATION

The Board undergoes a rigorous
in-house performance evaluation
regularly in line with global standards.
It also regularly engages an
independent external consultant to
conduct a performance evaluation.
These evaluations cover a wide range
of topics and include an assessment
of individual Board Members'
performance, their skills and expertise
at Board level, succession planning,
development of the Bank's strategy, and
the form and content of management
information supplied to the Board.
The evaluation also addresses training
requirements. In 2018, the Board
continued to ensure that its members
received professional development in
several areas, including operational
risk, sanctions, and compliance (anti-
money laundering and KYC.)
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BOARD REMUNERATION

Directors’ remuneration is set annually
by the Bank's shareholders. Any
proposals for changes are considered
by the Nomination, Compensation &
Human Resources Committee prior
to obtaining Board and shareholder
approvals. According to applicable
laws and the Bank's articles of
association, Directors may not receive
any remuneration in years when

the Bank does not achieve net profits.

As at 31 December 2018, the Bank's
Directors were not eligible for any
bonus, long-term or other incentive
schemes. Directors do not receive
any pension benefits from the Bank.
The Bank's Group Chief Executive
Officer has waived his right to
receive Director’s fees. He receives
variable pay as a member of senior
management of the Bank, not as

a Director.
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The following table shows the amounts

paid to the Directors for their service on the

Board and its Committees in 2018.

Board Member remuneration
(AED, paid in 2018 for the year 2017)

Nomination, Compensation

& HR Committee

Expiration Meetings?: 8 Meetings? 4
of current
Year of term of Chairman/ Sessions Amount Chairman/ Sessions Amount

Members Status appointment office Member attended (AED) Member attended (AED)
Eissa Mohamed Al Suwaidi Non-Executive 2008 2020 C 8 1,150,000 M 4 16,000

Director
Mohamed Sultan Non-Executive 2004 2019 VC 8 875,000 C 4 20,000
Ghannoum Al Hameli Director
Ala‘a Eraiqat Executive 2009 N/A M 8 0

Director
Khaled H. Al Khoori Non-Executive 2012 2018 M 6 700,000

Director
Mohamed Darwish Non-Executive 2004 2018 M 8 700,000 M 4 16,000
AlKhoori Director
Abdulla Khalil Al Mutawa Non-Executive 1997 2018 M 8 700,000 M 2 8,000

Director
Mohamed Ali Al Dhaheri Non-Executive 2007 2019 M 7 700,000

Director
Sheikh Sultan bin Suroor Non-Executive 2009 2018 M 6 700,000
Al Dhaheri Director
Khalid Deemas Non-Executive 2009 2020 M 6 700,000 M 1 4,000
Al Suwaidi Director
Aysha Al Hallami Non-Executive 2013 2019 M 8 700,000

Director
Faisal Suhail Al Dhaheri Non-Executive 2016 2020 M 5 700,000

Director
Total 7,625,000 64,000

1. Non-BRCC members (who attended SBRCC meetings).

2. Meetings attended in 2018 year.
3. Chairman/Chairwoman from/until 13 March 2018.
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Board Risk & Credit Audit & Compliance Corporate Governance
Committee Committee Committee
. . . Board
Meetings®: 38 Meetings®: 9 Meetings®: 2 Committee
meeting fees

Chairman/ Sessions Amount Chairman/ Sessions Amount Chairman/ Sessions Amount (AED, paid Total

Member attended (AED) Member attended (AED) Member attended (AED) in 2018) (AED)
C 37 185,000 201,000 1,351,000
M 32 128,000 148,000 1,023,000
0
M 38 152,000 M 2 8,000 160,000 860,000
M 26 104,000 C?® 3 22,500 142,500 842,500
*L 8 32,000 M 9 54,000 94,000 794,000
*1 2 8,000 M 7 42,000 C 2 10,000 60,000 760,000
M 2 8,000 8,000 708,000
M 8 48,000 M 1 4,000 56,000 756,000
M 29 116,000 C? 9 63,000 179,000 879,000
*1 9 36,000 36,000 736,000
761,000 229,500 30,000 1,084,000 8,709,500
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ADCB DIRECTORS' SHAREHOLDINGS (as at 31 December 2018)

As at 31 December 2017

As at 31 December 2018

Change in shareholding

Abdulla Khalil
Al Mutawa

Ala‘a Eraiqat*
Aysha Al Hallami

Eissa Mohamed
Al Suwaidi

Khalid Deemas
Al Suwaidi

Khaled H. Al Khoori
Mohamed Ali
Al Dhaheri

Mohamed Darwish
AlKhoori

Mohamed Sultan
Ghannoum Al Hameli

Faisal Suhail Al Dhaheri

Sheikh Sultan bin
Suroor Al Dhaheri

2,347,277

2,271,758
0

0

91,892

2,835,147

2,347,277 0
2,569,797 298,039
0 0

0 0

0 0

0 0

0 0

91,892 0

0 0

0 0
2,835,147 0

* Excluding: 271,758 restricted units in the Bank's LTIP scheme
of which (1) 148,267 vested on 31 December 2018 and (2) 123,491 will vest
on 31 December 2019 subject to early vesting.

APPOINTMENT, RETIREMENT
AND RE-ELECTION

All Directors are required to seek
re-election by shareholders every
three years, and one-third of the Board
must seek re-election each year. The
Abu Dhabi Investment Council has
the right to elect a percentage of

the Board that is proportionate to its
holdings of the Bank’s share capital.
As of year-end 2018, the Abu Dhabi
Investment Council held 62.52% of
the Bank's issued share capital and,
consequently, had the right to elect six
Directors and to vote a further 2.52%
of the Bank's capital at the Board
elections.

BOARD OVERSIGHT OF

RISK MANAGEMENT

Risk management is a key part

of ADCB'’s corporate governance
framework. The Board of Directors
has overall responsibility for

setting our risk appetite and for
ensuring risk is effectively managed.
The Board Risk & Credit Committee
(BRCC) oversees risk monitoring

and management. It works with
management to refine risk appetite
and strategy as appropriate for
particular sectors, geographic regions
and customer types. The BRCC also
reviews the suitability and effectiveness
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of the Bank's risk management
systems and controls, reviews stress
tests and the Bank's stress-testing
methodologies, oversees the
management risk Committees, and
ensures that our risk governance
supports prudent risk-taking at all
levels in the Bank.

The Board and management also
foster a culture of compliance. They
have created an environment where
employees at all levels are empowered
to confront improper behaviour, raise
grievances and suggest better ways

to pursue the Bank's strategic goals.



BOARD OVERSIGHT OF
FINANCIAL REPORTING
Oversight of financial reporting
and integrity of the Bank's financial
disclosures are also key roles
performed by your Board.
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In 2018, the Board Audit &
Compliance Committee assessed
the objectivity and effectiveness of
the Bank’s financial reporting and
disclosure process. This included
monitoring the Bank’s choice of
accounting policies, principles and
judgements. The Committee also

MANAGEMENT COMMITTEES

reviewed the IFRS 9 governance
process and models, and the
implications of IFRS 9 on the financial
statements and ensured the Bank's
compliance with UAE Central Bank
regulations relating to IFRS 9.

Number
of meetings
Committee name held in 2018 Responsibilities of the Committee
Management Executive (MEC) 27 (including Most senior management Committee; oversees all Bank businesses
management offsite) and operations
Senior Management (SMC) 2 Responsible for administration, change management, strategy, and
project updates and dissemination of other information; pre-screens
certain matters before MEC review
Assets & Liabilities (ALCO) 7 Formulates the Bank's overall assets and liabilities strategy. Makes

Management Risk & Credit (MRCC)

Management Recoveries (MRC)

Capital Expenditure (CEC)

Liabilities & Initiatives (LICO)

Management HR (MHRC)

Financial Performance Management
(FPMCQC)

International Operations & Alliances
(I0&AC)

54 (50 Credit related MRCCs
and 4 Policy MRCCs)

investments and executes asset/liability transactions within delegated
limits; guides the MEC and the Board on investments and asset/liability
transactions above those limits

Approves credits within delegated limits; considers risk appetite and
strategy issues; sets and recommends risk policies; guides the Board Risk
& Credit Committee and the Board on credits above delegated limits

and on general risk and risk policy issues

Approves recoveries within delegated limits, and guides the MEC and the
Board on recoveries above those limits

Reviews and approves project capital expenditures within delegated limits,
and makes recommendations to the MEC and the Board on project capital
expenditures above those limits

Formulates the Bank's tactical liabilities initiatives at the business/product
levels with ongoing monitoring of achievements of different product
groups; responsible for cross-selling initiatives, monitoring product
performance, and approving pricing and marketing of products to ensure
a focussed approach to the market on gathering deposits

Acts as a forum for prior screening, discussion and recommendation of
all human resources—related matters that are ultimately determined by
the MEC

Monitors financial performance of the Bank's business lines

Supports the MEC in its responsibility to oversee and manage the Bank's
international operations and alliances (excluding the Bank's Jersey
branch), including the India branch, the UK representative office, the
Singapore representative office, and alliances in place from time to time

In addition, management has established several working groups that cover,
amongst other things, customer experience, insurances and compliance.



AUDIT ARRANGEMENTS

Deloitte & Touche, the external
auditors, were appointed at the
2015 Annual General Meeting (AGM)
and reappointed at the 2016, 2017,
and 2018 AGMs. Save for certain
exceptions, Local laws and Bank
policy restrict the external auditors’
tenure to no more than three
consecutive renewals.

Deloitte & Touche is paid on a fixed
annual fee basis, as approved by

the shareholders at the AGM. In
2018, the audit fees for the Bank
and its subsidiaries excluding

India operations amounted to

AED 1,437,095, and fees for non-audit
work amounted to AED 1,613,546.
Non-audit work comprised: a comfort
letter related to the Bank's Global
Medium Term Note Programme,
review of IFRS 9 implementation,
prudential returns for the Bank'’s
Jersey Branch, and consultancy on
tax matters.

THE BANK'S APPROACH TO
DISCLOSURE

The Bank is committed to high
standards of transparency and to
enhancing our disclosures regularly
to reflect local and international
best practices. In this year's annual
report, we have again focussed

on giving a clearer picture of our
performance, business model

and strategy.
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In keeping with our leadership role
on governance matters, we are
confident that the Bank is one of the
most transparent institutions in the
region. We publicly communicate
relevant financial and non-financial
information in a timely manner
through this annual report, our
quarterly market updates, our press
releases, and the Bank’s website. The
Bank's Investor Relations department
ensures strong communication with
our investors and potential investors.

Finally, we take internal
communications extremely seriously:
Staff are kept aware of all new
developments—including the Bank's
strategic direction, objectives, ethics,
risk policies, general policies and
procedures, new regulations,

and other relevant information—

via internal channels.

REMUNERATION AND

REWARD -GUIDING
PRINCIPLES

ADCB supports levels of remuneration
necessary to attract, retain and moti-
vate employees capable of leading,
managing and delivering quality
service in a competitive environment.
However, our remuneration structure
is conservative, and we have practices
and policies that promote effective
risk management.

To that end, ADCB structures
remuneration packages so they
reflect duties and responsibilities, are
fair and equitable, and incorporate
clear and measurable rewards

linked to corporate and individual
performance. Rewards are based
only on the results of a rigorous
performance appraisal system with a
robust management decision-making,
review and approvals process.

As far as possible, bearing in mind
market trends and constraints,

our remuneration programme
incorporates both short- and long-
term incentives that align the interests
of ADCB’s employees with the
interests of shareholders and other
stakeholders.

Performance-related elements are
designed to minimise employee
turnover and to inspire employees
to perform at the highest levels,
consistent with effective risk
management.

TOTAL REWARD —

KEY COMPONENTS

As shown in the following table,
employees can receive three types of
reward at ADCB: fixed pay, variable
pay and retention scheme.



ADCB 2018 ANNUAL REPORT

Fixed Pay

Definition

Fixed pay is based on the market rate for
each role and is impacted by the employee’s
contributions over time.

Fixed-pay reviews depend on whether the
employee achieved specific and measurable
objectives and delivered a prescribed
performance level.

Components

Basic Salary Allowances
« Social allowance (UAE Nationals)

» Job-specific allowances (such as a teller
allowance, remote-area allowance or
shift allowance)

Benefits based on band, such as:
e Leave fare

e Private medical insurance

e Lifeinsurance coverage

e Education allowance

e Annual leave

2018 Key Management Fixed Pay

In 2018, Key Management (defined as the
Grou