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Risk Management objectives
The ultimate goal of Risk Management  
is to ensure the bank’s strength, preserve 
its safety, and enable ongoing creation of 
shareholder value. It establishes controls 
and provides oversight to identify potential 
risks and gauge the effectiveness of 
related functions and policies. 

The Risk Management vision of FAB is to 
institutionalise a best in class, enterprise-
wide, integrated risk and compliance 
framework which is aligned with the 
Group’s vision to drive consistent value  
for all of the Group’s stakeholders through 
the optimisation of risk and reward. 

Ensuring the continuing effectiveness  
of its risk regime was a primary objective 
for FAB during the transitional period of 
the merger in 2017, and the Group Chief 
Risk Officer played a critical role in the 
Integration Steering Committee for  
the new bank. To achieve this during the 
transition period, the Risk team put in 
place sound fundamentals and a strong 
bearing capacity to withstand all financial 
as well as non-financial risks. They also 
worked to forge a strategic alignment  
and an enduring partnership with business 
units for the formulation and execution  
of business strategies, integrating the 
corporate and risk governance framework 
for the effective oversight of business 
performance and ensuring a robust risk 
infrastructure to manage enterprise-wide 
risks in a holistic manner. 

Within this framework the team focused on 
the adoption of a unified risk culture across all 
locations within the bank, as well as risk-based 
performance management metrics.

Lines of Defence
FAB follows a “three lines of defence” 
model, which is central to its risk 
management framework.

The first line is represented by business 
divisions as well as enabling functions, 
which identify and manage risk in their 
day-to-day activities by ensuring that 
activities are within the Group’s risk 
appetite and in compliance with all 
relevant internal policies and processes.

The second line comprises Group Risk 
(made up of functional risk units such  
as Enterprise Risk, Credit Risk, Market  
and Liquidity Risk, Operational and Fraud 
Risk, Information Security and Business 
Continuity) and Compliance and Legal,  
all of which adopt risk controls comprising 
policies, frameworks, processes and 
analytical tools, whilst also providing 
oversight, independent to the first line  
of defence.

The third line is performed by internal  
audit which provides independent 
assurance to senior management and  
the Board over the design and operation  
of the Group’s risk management, 
governance and controls.

Risk governance
Board Risk and Compliance  
Committee (“BRCC”)
BRCC comprises three members of  
the Board and the GCEO and is responsible  
for recommending and setting the  
Group risk strategy, risk appetite and 
policy guidelines, in addition to monitoring 
adherence. This committee meets on  
a quarterly basis or more frequently as 
deemed necessary. The Group Chief  

Ensuring strength,
preserving safety

Risk Officer is a permanent attendee of  
the BRCC. It provides oversight and advice 
to the Board in relation to current and 
potential future risk exposures of the 
Group, and advocates future risk strategy, 
including determination of risk appetite 
and tolerance and promoting a risk 
awareness culture across the Group. 

Group Risk & Compliance  
Committee (“GRCC”)
GRCC is a management level committee 
and assists the BRCC. The GRCC defines, 
develops and monitors the Group’s  
risk appetite taking into account the 
Group’s strategy and business planning.  
In addition, the GRCC is accountable  
to highlight, discuss and monitor key 
regulations, both local and international 
and as they apply to all businesses where 
the Group operates. The GRCC reports 
relevant matters to the Executive 
Committee and as appropriate to the 
BRCC, advising and informing them on  
the Group’s risk appetite and framework 
and on key compliance and other 
regulatory risk matters.

Operational Risk Committee (“ORC”) 
Sub-committee overseeing the Bank’s 
operational and fraud risk management 
responsibilities.

Informational Technology/Information 
Security Risk Committee
Sub-committee overseeing matters relating 
to information security and Business 
continuity to protect the bank’s information.

Compliance Committee
Sub-committee overseeing the bank’s 
regulatory and compliance responsibilities.
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Board
Group CEO

Executive Management
Provides oversight of 3 Lines of Defence
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Design & Facilitate Pro-active 

Risk Management

Group Asset Liability Management 
Committee (“GALCO”)
GALCO assists the Board and Board 
Committees in fulfilling their responsibility  
to oversee the Group’s asset and liability 
management (ALM) related responsibilities. 
GALCO is directly accountable to the BRCC 
for ensuring that the risks within the Group 
Asset and Liability position are prudently 
managed by way of strong Group policy 
and procedures and an appropriate risk 
framework. The objective of GALCO is 
balance sheet management design and 
strategy and constant oversight of interest 
rate risk and liquidity risk with the primary 
goal of achieving optimal return while 
ensuring adequate levels of liquidity within 
an effective risk control framework. 

Key Risk progress
During the transition year amidst the 
integration process, significant progress 
was made to embed the Risk strategy for 
FAB. These included adoption of the policy 
framework post rationalisation, roll out  
of revised target operating model and 
governance mechanism post-merger,  
and the creation of a comprehensive 
Enterprise-wide Risk & Compliance 
Management Framework. Enterprise Risk 
Management policies were harmonised 
and rolled out and the risk appetite 
statement for the combined bank  
was finalised and disseminated with 
appropriate metrics.

Note: More information can be found in the Risk 
Management section of the notes to the  
Audited Financial Statements for the year  
ended 31 December 2017.

In addition, risk methodologies, models 
and tools were harmonised, with “go-to” 
risk systems yet to be incorporated in the 
overall integration roadmap.

Highlights
FAB is proud of its rating as the safest  
bank in the Middle East, and its AA- rating 
or equivalent (from global credit rating 
agencies namely Moody’s, S&P & Fitch) 
puts it firmly alongside the best of the 
world’s banks. To a large extent, this reflects 
the work done by the bank in establishing 
a sound governance structure, ensuring a 
strong control mechanism through three 
lines of defence, promoting a unified risk 
culture and risk based performance 
management, establishing a robust risk 
infrastructure for effective decision making 
and following the principle of zero tolerance 
for non-compliance to regulations. FAB’s 
reputation and international ratings in the 
coming year will equally be supported by 
the continuation and further strengthening 
of a successful Risk Management strategy.

FAB Principal Risks
• Integration risk 
• Regulatory risk 
• Information Technology/

Information Security risk 
• Credit risk 
• Market risk 
• Liquidity risk 
• Operational risk 
• Geopolitical risk 
• Strategic risk 
• Reputation risk

Three Lines of Defence
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Introduction 
First Abu Dhabi Bank P.J.S.C. (“FAB” or “the 
Bank) is a public joint stock company and is 
the product of the Merger (the “Merger”)  
of First Gulf Bank P.J.S.C. (“FGB”) and 
National Bank of Abu Dhabi P.J.S.C. (“NBAD”) 
which was effected on 30 March 2017.

On 24 April 2017, the shareholders of 
NBAD passed the necessary resolutions at 
its general assembly meeting to approve  
a change in its registered name to First 
Abu Dhabi Bank P.J.S.C. The change of 
name to First Abu Dhabi Bank P.J.S.C. 
became effective from 25 April 2017.

Corporate Governance 
The Bank recognises that a well-considered 
and established corporate governance 
structure helps improve decision making 
and also helps ensure better relations  
with stakeholders through improved 
transparency and better quality disclosures. 
FAB is committed to high standards of 
corporate governance, business integrity 
and professionalism. Its developing 
corporate governance framework is 
aligned with the company’s strategic 
objectives and reflects best practice and 
applicable regulatory guidelines, including 
those of the Central Bank of the UAE 
(CBUAE) and its other regulators. 

The Bank’s overarching corporate 
governance protocols are driven by the 
responsibility and leadership of the Board 
to direct the Group’s affairs and set its 
objectives. FAB is also driven by the 
selection of productive strategies and 
management of risk, the appropriate 
delegation and monitoring of power and 
accountability (to management), by acting 
as a sounding board and advisor to the 
Group Chief Executive, satisfying the 
interests of stakeholders through 
transparent and material disclosures.  
In addition, the Bank operates in complete 
compliance with all regulatory obligations 
and engages positively and transparently 
with the community and its customers. 

High level overview  
of the FAB Corporate  
Governance structure
The Bank is governed by a framework  
of boards and committees. The company’s 
corporate governance framework sets  
out a clear responsibility structure for  
the Board and Board Directors, Board 
Committees, the Executive Committee 
and its supporting Management 
Committees, and the organisation’s 
support and control functions. 

Note: Arrows indicate flow of information and not reporting lines
* The Bank also operates a Shariah Supervisory Board which advises all relevant parts of FAB Businesses on key aspects  

of its Islamic activities

Board of Directors
In accordance with FAB’s Articles of 
Association and Federal Law No.2 of 2015 
concerning Commercial Companies, FAB 
Board of Directors consists of 9 members.

The composition of the Board satisfies the 
generally acceptable corporate governance 
practice relating to the separation of 
Chairman and Group Chief Executive  
and the majority membership of non-
executive directors. The Board considers 
that a Director is independent if neither 
himself nor any of his first degree relatives 
have been a member of the Senior 
Management of FAB during the last two 
years or has a relationship that creates any 
financial transactions or deals with FAB or 
any of its subsidiaries totaling a value of 
5% of the paid–up capital of FAB, or exceeds 
AED 5 million (or an equivalent amount in  
a foreign currency, whichever is less). 

The Board of FAB has overall responsibility 
for directing the Group’s affairs, to create 
and preserve value through the Group’s 
operations, and to consider the shareholders’ 
and other stakeholders’ interests. It has 
documented its roles and responsibilities  
in a Board Charter and associated policies. 
The Board is responsible for making 
delegations to the management, including 
the definition, scope, frequency and nature 
of powers. 

Aside from certain authorities and powers 
reserved by the Board for its own decision-
making, the Group Chief Executive  
is delegated full responsibility for the 
management, operations and compliance 
of FAB. To satisfy its oversight role, the 
Board has defined a clear control structure, 
which monitors the management 
activities, in addition to creating supporting 
controls and reporting structures both 
internal and external to the firm. The 
delegation and control structure is also 
subject to compliance with, and oversight 
by, regulators and third parties, including 
the Central Bank of the UAE and the 
Securities and Commodities Authority  
of the UAE and regulators in jurisdictions 
where FAB operates.

FAB Board of Directors

FAB Board Sub-Committees *

Executive Management Committee

Management Committees and Subsidiary Companies Board  
and Management Committees

Subsidiary Companies

FAB Corporate Governance Structure
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Board Sub-Committees
To enable the Board to carry out its 
objectives, authority will be delegated to 
the committees appointed by the Board  
as required. The Board has established  
the following 4 Board Sub-Committees:

1 Board Management Committee 
2 Board Audit Committee
3 Board Risk and Compliance Committee
4 Board Remuneration and Nomination 

Committee 

Each of these committees remains an 
integral part of the Board and its members 
are Directors of the Board. The remit of 
these committees is to consider topics  
in greater detail, to manage conflicts of 
interest, to satisfy regulatory requirements, 
provide leadership, satisfy the interests  
of shareholders and offer management 
oversight to ensure the proper governance 
of the Group. The Terms of References, 
Mandates and Charters of these committees 
are reviewed on a yearly basis, to align 
more closely with the changing structure 
of the Group.

Shariah Supervisory Board
FAB is supervised from a Shariah 
perspective by a Shariah Supervisory 
Board (SSB) who are appointed by the 
Board of Directors of the Bank.  
The SSB consists of renowned and 
qualified Shariah scholars who are 
responsible for reviewing and ensuring  
that all of the Bank’s Islamic banking 
products, services and operations are  
in compliance with Shariah principles.  
The SSB also supervises the Bank’s Islamic 
subsidiaries i.e. Abu Dhabi National Islamic 
Finance Pvt.JSC (ADNIF) and Aseel Finance 
Pvt.JSC (Aseel Finance) in all matters 
related to Shariah.

Internally and with the endorsement of 
the SSB, FAB has established an Internal 
Shariah Unit (ISU) consisting of personnel 
qualified in Shariah and Islamic banking. 
The ISU is responsible for managing and 
performing all Shariah- related functions 
including Shariah Review, Advisory and 
Structuring, Shariah Secretariat to the SSB, 
Shariah Research and Training, Shariah 
Audit and Shariah Risk Management. 

Management Committees
FAB has a number of management 
committees, including the Executive 
Management Committee. These 
management committees’ structures help 
drive senior level management decision 
making within the company across a range 
of matters including the management of 
strategic, financial, capital, risk, operational 
and people issues affecting FAB. The 
composition, guiding principles and detailed 
roles and responsibilities of all FAB’s 
management committees are set out  
in their respective charters. 

Subsidiary company governance
Dubai First, Aseel Finance, Abu Dhabi 
National Islamic Finance (ADNIF), Abu 
Dhabi National Properties (ADNP), First 
Gulf Properties (FGP), First Abu Dhabi 
Securities are regulated subsidiary 
companies of FAB and each operates 
within the company’s overarching 
corporate governance framework. FAB 
subsidiary companies operate corporate 
governance arrangements suitable for 
their business and they all have their own 
Board of Directors and Board Committees. 

To assist, guide, direct and challenge  
senior management of FAB subsidiary 
companies, the Board of Directors consists 
of senior professionals with substantial 
banking, finance and risk experience.  
The Boards of Directors of FAB subsidiary 
companies have a majority of UAE 
Nationals as required under the UAE 
Commercial Companies Law, in line with 
FAB’s commitment to developing the 
leadership skills of Emiratis.

Regulatory compliance 
FAB is regulated by the Central Bank of the 
UAE and is therefore required to comply 
with its regulations, circulars and notices. 
In addition, FAB is required to comply with 
all applicable laws and regulations of the 
UAE, including without limitation, the UAE 
Commercial Companies Law, rules and 
standards established by the Securities 
and Commodities Authority (SCA) of the 
UAE and the Bank’s Articles of Association. 
It is also mandated to comply with all 
international regulations in all jurisdictions 
where the Bank operates. Senior 
management has the responsibility to 
ensure compliance with applicable laws 
and regulations and report on such 
matters to the Board. 

The Board provides guidance and oversight 
in terms of risk appetite, significant 
compliance and risk strategies and dealing 
with compliance and risk outcomes. 

Codes of Conduct
The Board has mandated Codes of Conduct, 
which apply to Directors, employees and 
subsidiaries of FAB. The codes encourage 
appropriate behaviour, define inappropriate 
behaviour and the process and outcomes 
for the identification and reporting of 
these actions. Consistent with FAB’s 
approach to employ high standards for 
transparency and disclosure for the benefit 
of shareholders and other stakeholders, 
FAB publishes a wide range of reports 
containing financial and non-financial data 
through its Investor Relations function,  
in addition to disclosures required for 
regulatory purposes. 

FAB has established a number of functions 
committed to engagement and 
communication with external stakeholders. 
These include Investor Relations, 
sustainability, and Corporate Governance. 
In addition, internal transparency and 
disclosure is considered from operational, 
ethical and regulatory perspectives, 
ensuring that staff are aware of FAB 
developments, strategies, risks and their 
personal responsibilities and duties, whilst 
protecting customer and personal data 
confidentiality, sensitive information and 
confidential commercial data. Shareholder 
rights and interests include reserved 
powers in the UAE Commercial Companies 
Law and FAB Articles of Association and 
are supported by the duty of the Board  
to act in the interest of the Company.  
FAB acknowledges that there are diverse 
interests within the shareholder base and 
that the Board considers such interests 
when determining the objectives and 
strategies for the Group.

Recognition and achievements
FAB was among the top 10 companies  
in the re-balanced Hawkamah Pan Arab 
ESG Index of 100+ listed organisations 
from various industries in the Middle East 
and Africa region on its environmental, 
social and corporate governance practices. 
The Bank, in conjunction with the UAE  
Banks Federation (UBF), is in discussions to 
contribute to the upcoming Central Bank of 
the UAE Corporate Governance Regulation. 
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