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Introduction

As part of the Pearl Initiative Report Series on ‘Corporate Good Practices in Accountability and
Transparency’, we are proud to present the outcome of the first Pearl Initiative Student Case
Study Competition.

In Spring 2013, the Pearl Initiative, in collaboration with the Saudi Ministry of Labour, the King
Khalid Foundation and with the support of Al-Muhaidib Group, launched a competition for
business university students across the Kingdom of Saudi Arabia to research, write and submit

Case Studies of corporate good practices in accountability and transparency in Saudi companies.

In line with the Pearl Initiative’s mission, this programme aims to grow a knowledge base on
regional responsible business practices and to enhance the capabilities of future business leaders.

The Student Case Study Competition is particularly intended to:

e Contribute to documenting and increasing knowledge on corporate accountability and
transparency in the region

e Engage and inspire business students in understanding real-life application of integrity,
ethics, responsibility, governance, transparency and accountability within a business
context

e Improve the links between business students and companies
e Reward student capability and performance

* Recognise companies with accountable and transparent business practices

Over 500 students from 10 universities participated in the competition. This report features a
selection of the five best student-authored case study submissions, presenting a range of
interesting findings on the implementation of integrity practices and corporate responsibility
reporting in companies in the Kingdom.

We are thrilled that the first Pearl Initiative Student Case Study Competition was so well
received by both academia and the business community in Saudi Arabia and are looking
forward to continuing our work with students and universities across the GCC region.

We would also like to thank all the students for their efforts and for submitting excellent case
studies and also the professors who played a key role in encouraging their students to
participate and guiding them through the process.

o Do~

Imelda Dunlop
Executive Director
Pearl Initiative

We must also thank all our Partner Companies. They are instrumental in demonstrating their
leadership and support for the values of the Pearl Initiative, in the firm belief that improving
corporate accountability and governance is fundamental to fostering future competitive economic
growth, spurring job creation and enhancing sustainable social development in the region.

The important insight generated by the Pearl Initiative’s groundbreaking regional reports, the
capability-building for university students, the free roundtable dialogue forums, the development of a
knowledge base to share regional responsible business practices - none of this would be possible
without the support of our Partner Companies.

Please get in touch if you would like to become a Partner Company of the Pearl Initiative at
enquiries(dpearlinitiative.org.
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Foreword by HRH Princess Banderi Al Faisal
Director General of the King Khalid Foundation

Since its establishment, the King Khalid Foundation has always believed in investing in growing
leaders to better serve the community by building their capacities and awarding the most
outstanding leaders to recognize their achievements and showcase their success. In 2012, KKF
recognized the growing number of unemployed youth across the world and specifically in our
region. Since then, KKF has committed itself to invest in programs that strengthen youth's
employability and basic life skills.

Pearl Initiative’s case study competition was one of the creative projects that exemplified an
excellent model of synergy among Saudi universities, professors, corporate sector and students.
The competition was new to the Kingdom and engaged students in real-life understanding of
companies, which is not very common in our education system. The cases presented by the
students were very well written and showed a great understanding of corporate good practices in
accountability and transparency.

In a sector dominated by male leaders, | was proud to see that all the winning teams were females. |
applaud them for their commitment and hard work and strongly believe in their capabilities to lead a
strong business sector with integrity, ethics, responsibility, good governance, transparency and
accountability. Being part of this initiative gave me personally the faith and belief in our future
generation in being leaders of change and contributing to creating a more viable, transparent and
accountable business sector that will contribute to the economic and social development of the
Kingdom.

Y=

Princess Banderi Al Faisal
Director General
King Khalid Foundation

Speech given by HE Eng. Adel Fakeih, Minister of Labour, Saudi Arabia
At the Competition Award Ceremony in Riyadh on May 14th 2013

Dear Sons and Daughters,

First, | would like to congratulate each and every one of you for this achievement and for winning in
the Pearl Initiative Competition, a competition that highlights our need for transparency and
credibility and their impact on our work environment in particular and our entire society in general.

Honesty, integrity and devotion should be the main characteristics of directors and managers
and their subordinates in order to achieve their objectives on both the administrative and the
human levels. Integrity, devotion and persistence are the magic potion of success.

It gave me great pleasure to be a part of this experience, as it reveals the abilities of our students
and gives them the opportunity to enter the business world and to get to know companies systems
and structures before they join the workforce. It has also put them in direct contact with the
impact of integrity on the company and its management. Furthermore, this initiative had a humane
aspect to it, as applying integrity in all aspects of life is a blessing from Allah. | trust that your
meeting with those distinguished people will be beneficial for your life today and in the future.

In light of the challenges that the Kingdom is facing, the Ministry of Labor, in cooperation with
government entities, educational institutions and civil society organizations, seeks to contribute
to preparing the students for work life through several academic initiatives which aim to
strengthen students” devotion towards their work while holding up our ethical and social values.

One of these initiatives is based on the concept of learning through providing services to the
society “Service Learning”. This initiative aims to promote students learning and to provide
them with the opportunity to apply their knowledge and skills in real life.

It is considered one of the most innovative educational approaches as it includes all the
required instructions and principles for developing the abilities and skills of the students and
helping them acquire and apply their knowledge. This approach also develops the students’
problem solving skills and abilities and increases their awareness of social responsibility.
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It is well known that the end of the educational phase is the beginning of the students” work life and their
contribution to the country’s development under the wise leadership of H.H. the Custodian of the Two Holy
Mosques and his government. This makes everyone responsible for exerting more effort in order to achieve
this development. May Allah help us benefit from these initiatives in order to achieve our objectives.

Our great religion “Islam” stresses the concept of success, and it includes several instructions
and teachings which the Ministry of Labor adopted for shaping the success factors represented
in our national symbol, as we used the Palm with its three parts indicating our main three
values namely success and its motivations and ethics.

In this context, our objective is that the Ministry of Labor and its sister entities achieve an
outstanding performance and adopt approaches featuring our values in order to achieve our
objectives successfully.

Sons and Daughters

You are the future of our country and | trust that you will achieve your goals by having faith in
yourselves and in your abilities, and by persistence and devotion you will realize your dreams.

Thanks for your effort and special thanks to Pearl Initiative for this outstanding work and we
are waiting for more excellent ideas and initiatives.

Speech given by Sheikh Abdulaziz Aljomaih
Managing Director for Investments at Aljomaih Group
At the Competition Award Ceremony in Riyadh on May 14th 2013

Corporate Accountability and Transparency - A Business Perspective
Royal Highness, Excellencies, Distinguished Guests, Ladies and Gentlemen

We are gathered here this afternoon to honour those students whose work has led to the
recognition and celebration of companies that serve as outstanding examples of Corporate
Responsibility. | feel deeply privileged, and am grateful to the Pearl Initiative for inviting me to
participate in this celebration and to share my thoughts with you.

First of all, | would like to congratulate all the award winners today. You have shown that it is
possible for businesses to be profitable, while being socially and environmentally responsible.
You have demonstrated that in the inter-connected global economy that exists today, the
long-term profitability and sustainability of business is directly related to the integration of
environmental, social and governance issues into corporate policy and management.

In a survey of 1,500 business leaders attending the World Economic Forum in Davos last year only
5% named Corporate Social Responsibility as the single most important criterion of corporate
success. In other words social responsibility and transparency do not seem to be a main
consideration when talking about how to conduct business. | for one do not subscribe to the view
that a business is responsible to its shareholders but not to society. How can standards of
corporate governance and transparency that protect shareholders, but not society, be worthwhile?

To me itis an indisputable fact that companies pursuing inclusive business models are able to
achieve their corporate goals, benefiting from improved efficiency, cost savings, stronger
branding, increased public trust, improved employee health and morale, and better market
access. Conversely those companies which crucially forget that their organizations’ true nature
is that of a community of humans may suffer due to a lack of good corporate citizenship.
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To me, accountability and transparency are complementary. A successful corporation is one
which excels in both aspects. Both have increasingly attracted the attention of the global
community, not least because of high-profile corporate scandals over the course of the last
decade: Enron, Worldcom, and Parmalat are names which still haunt our minds.

The overriding priority today is to shift the focus from short-term profit considerations to
long-term sustainable value creation via the integration of economic, social, environmental and
governance issues into corporate management and operations.

This is a time of opportunity to do things differently and to explore new avenues. In the Arab world today,
millions still live in extreme poverty; children continue to die before they reach the age of five; and
women continue to perish from childbirth. To ensure the prosperous and peaceful future of our region, it
is essential that all sections of society benefit as inequities and inequalities breed social tensions.

Today there is a real fear that the progress that we have made in eradicating poverty and
addressing inequalities could be lost, if we do not take action now.

Ladies and Gentlemen, this is not only a concern for Governments - businesses also have a role
to play as partners.

One of the primary aims at the Pearl Initiative is the promotion of the UN Millennium Development
Goals and the advancement of sustainable development in the Arab World. The Initiative seeks to build
broad and strategic alliances with the private sector and other partners around key development
challenges of common concern, such as greater transparency and accountability within the Arabian
Gulf region in order to foster competitive economic growth and sustainable social development.

It is clear that none of the Millennium Development Goals can be achieved without the active
involvement and engagement of business. At the same time, there is increasing realization
within business that it cannot survive or thrive if societies fail. Building healthy and inclusive
societies, sustainable markets, combating corruption and safeguarding the environment is just
as important for business as it is for governments.

The Pearl Initiative aims to incorporate corporate social responsibility into management
training modules, as the pathway to a more equitable and sustainable world among present
and emerging business leadership.

This ought to contribute to mainstreaming transparency into company strategies and
management structures. In other words the Pearl Initiative encourages companies to look at
this as an integral part of their long-term business models.

The competition that we are here to celebrate today is but one tool towards this. | am very
happy and encouraged to see members of the next generation of business leaders, prominent
figures from government, the business community and from academia here today - | am glad
that so many of you care and that you are ready to move beyond caring, beyond mere
charitable acts and to look to capitalise practically.

Corporate Social Responsibility is a broad subject - from community relations to sustainable
development. However, for me there is one principle that lies at its core - It is the principle of
conducting business in an economically, socially and environmentally responsible manner, and
weaving this principle into the intrinsic fabric of every company. If every company and business
refused to pay bribes, implemented fair labour practices and adopted environmentally,
economically and socially responsible practices then our world could be transformed to be
more balanced, more just and more sustainable.

Just to sum up, adopting accountability and transparency is not a threat to business, not a
gimmick, and not just about short-term profits, it's about long-term viability.

| am confident that today we have moved our agenda forward and that we will continue to do so.
| welcome the efforts of the Pearl Initiative in taking the lead to organise today’s event, which |
am sure will generate further momentum.

Let me end by emphasizing that we can make a difference by working together to achieve common
prosperity, social progress and stability in our region. | urge you all to show your commitment to
making our one and only world a better place by signing up to the Pearl Initiative, implementing its
principles in the day-to-day business of your company, telling the world how you do this, as well as
helping others learn to do it by sharing your experiences in your respective communities.

Thank you.



About the Competition

The Pearl Initiative Student Case Study Competition was open to all undergraduate and
graduate business and management students enrolled at an accredited University in Saudi
Arabia (men’s and women's colleges). Under the supervision of a faculty member, the students
could submit Case Studies in Arabic or in English in teams of up to 3 students.

The Case Studies had to be examples of a fully implemented good practice within a Saudi
Arabian company in one of two areas:

1. Towards Integrated Reporting - the movement towards integrating and combining financial,
environmental, social and governance reporting

2. Integrity-related policies - the implementation and embedding of policies in such areas as
code of conduct, ethical labour practices, anti-bribery and corruption, and supply chain

The Case Study could be on any corporate organisation based in Saudi Arabia, including

state-owned entities, listed companies, private companies, family businesses, and small and
medium-sized enterprises.

Student teams had to contact the company chosen for their Case Study and interview the
relevant responsible executives and complement it by collecting information through

secondary research of data in the public domain.

The competition was open from February to April 2013.

Judging of Case Studies

Once submitted to the Pearl Initiative, the shortlist of the top ten Case Studies was assessed by
the Judging Panel against a previously defined set of criteria:

1. Is the Case Study a leading example of a fully implemented integrity-related practice or a
transparent report, according to the frameworks?

2. Has the team rigorously researched the company practice, using secondary and primary
data gathering, including interviews with company executives?

3. Is the Case Study structured according to the template and written comprehensively,
concisely and clearly?

The Competition Judging Panel consisted of:

e HE Eng Adel Fakeih, Minister of Labour, Saudi Arabia

¢ HRH Princess Banderi A.R. Al Faisal, Director General, King Khalid Foundation

e Sheikh Abdulaziz Hamad Aljomaih, Managing Director-Investments, Aljomaih Group

e Mr Abdulaziz Al-Sowailim, Chairman and CEQ, Ernst & Young, Middle East and North Africa
e Mr Abdulhameed Al-Muhaidib, Al-Muhaidib Group

e Imelda Dunlop, Executive Director, Pearl Initiative

Award Ceremony

The Pearl Initiative organised an Award Ceremony to honour the three winning teams. The
event was held at the King Khalid Foundation in Riyadh, Kingdom of Saudi Arabia, on 14 May
2013 and was attended by over 130 executives from leading GCC companies, students and
faculty members from universities across the Kingdom.

The guest speakers at the Award Ceremony were (in order):

e Mr Badr Jafar, Founder, Pearl Initiative

¢ His Excellency Mofarrej Alhaqubani, Vice-Minister of Labour, Ministry of Labour

¢ HRH Princess Banderi A. R. Al Faisal, Director General, King Khalid Foundation

¢ Dr Riyad Musa, Resident Representative, Saudi Arabia, United Nations Development
Programme (UNDP])

e Sheikh Abdulaziz Hamad Aljomaih, Managing Director - Investments, Aljomaih Group



This report showcases the five best Case Studies submitted during the 2013 Student Case
Study Competition by students from across the Kingdom of Saudi Arabia.

Two of the selected Case Studies illustrate good practices on implementing corporate
responsibility reporting:

Case Study Student Team Professor University
CSR Reporting at Dr. e Yasmin Moosa Dr Maryam Ficociello Dar Al Hekma College
Soliman Fakeeh Hospital e | araine Anne Valles

e Nada Rashid

Sustainability Reporting e Shatha Ahmed Dr Hanan Al Hussayen King Saud University
at The National AlShowaier
* Bushra Fahad

Commercial Bank
AlDaoud

e Layan Mohammed
Hassanien

Three of the Case Studies profile companies illustrating the successful implementation of
integrity related practices:

Case Study Student Team Professor University
Employee Code of e Mona Bint Fahd Dr Randa Salama Al King Saud University
Conduct at Jazeera Al-Marshoud Yafi

Pharmaceuticals

Implementation of the e Aljohara Alyousef Dr Alawiya Alwy Prince Sultan University
Code of Ethics at Herfy e Jawaher Alsaeed

Food Services

Ethical Labour e Sara Almowanes Dr Alawiya Alwy Prince Sultan University
Practices at Kudu e Anum Mohammed
Hanif

e Jeanne Nicole

Salaya Catapang



CSR Reporting at Dr. Soliman Fakeeh Hospital

Headquarters: Jeddah, Saudi Arabia

Sector: Healthcare

Number of Employees (2011): 2,717

Total Annual Revenue (2011): SAR 628 million

Status: Private

Company Description

Dr. Soliman Fakeeh Hospital (DSFH), founded in 1978, is a 500-bed hospital in Jeddah, Saudi
Arabia providing comprehensive preventive and therapeutic healthcare. The hospital is the
largest private tertiary referral hospital in the Kingdom’s western region. A new 200-bed
hospital is planned to open in 2013 in Jeddah.

DSFH was recognized as a leader in quality healthcare assurance by the Joint Commission
International (JCI) in 2012 and by the Australian Council for Healthcare Standards International
(ACHSI) in 2012. In 2011, DSFH received ISO 14001 and OHSAS 18001 accreditation. The
company has a vigorous quality review mechanism in place to ensure its full compliance with
the local regulations such as the Ministry of Health (MOH), Saudi Food and Drugs Authority,
Saudi Labour Law and Presidency of Meteorology and Environment (PME) among other
healthcare standards.

DSFH received the Excellence in Patient Centered Care Award at the Arab Health Exhibition &
Conference in Dubai.

Description of Reporting Journey

DSHF started its Corporate Social Responsibility (CSR) programme in 2008 by forming a CSR
team and publishing its first Global Reporting Initiative (GRI) G3 Level C report in the same
year. It was the first healthcare company in the Middle East to implement such a report. With
the help of a team from a European university with strong credentials in this field and a local
sustainability advisory firm which identified areas of improvement by performing a gap
analysis, the DSFH CSR team put together the GRI sustainability report by using adequate and
material guidelines.

Based on the lessons learned from preparing the first report, the second report, published in
2010, was an improved and more comprehensive version that aimed to align the CSR strategy
with the overall strategy. The 2010 report was a GRI B+ level report and was externally assured.

The 2011 report follows the GRI A+ guidelines and was externally assured by Det Norske
Veritas, being one of the first healthcare companies worldwide to reach this level. The 2011
report included 90 GRI indicators; the 2008 report in comparison only had 12.

In 2011 DSFH focused on gradually integrating its CSR plans with its supply chain, while trying
to overcome the difficulty that most of the suppliers were not familiar with CSR reporting. The
hospital had to adopt various methods of communicating their guidelines to suppliers, including
launching a CSR awareness workshop. The aim is to educate 100 suppliers every year about
ethical business processes and awarding those who practice transparency. DSFH developed a
supplier code of conduct and follows a zero tolerance policy towards violations and abuses.

The 2012 report, due to be published mid-2013 will not only follow the GRI A guidelines but
also comply with the UN Global Compact framework. This report is planned to fully embed the
CSR strategy within the overall company strategy as the company sees their CSR strategy as
the driving force for future growth.

DSFH’s management strongly believes that by implementing the GRI guidelines for CSR
reporting, the company was able to achieve a higher degree of organizational transparency,
disclosure and accountability as the GRI framework created a mechanism for understanding
and communicating the hospital’s sustainability performance, which in turn reinforced
stakeholder trust in the organization.

For DSFH, the potential value of the report in the medium to long run is an increase in market
share and building a loyal customer base, enhancing stakeholders’ engagement and employee
retention, facilitating innovation and ultimately reducing costs.
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The commitment to the sustainability report works as a mechanism for promoting awareness
and education, ensuring ethical practice, and has the potential to influence government policy.
The sustainability report positively impacted branding, public relations, and the hospital’s
image and status.

The latest report presents DSFH’s CSR strategy for four stakeholder groups. These four pillars
makeup the four sections of the report, and present the initiatives in place as mapped out in
Exhibit 1 below.

Stakeholder Group CSR Initiatives in place

Patients The hospital tries to achieve and maintain excellence in patient
care by improving the relationship with its patients through
communication, transparency and ensuring patient satisfaction.
This is done through surveys coupled with complaint mechanisms.
The hospital also conducts specific courses for employees to
improve customer service

Workforce & DSFH seeks to provide a work environment for its 3,000 employees
workplace encouraging both professional and personal development aiming
at reducing staff turnover and promoting a competitive workforce

Environment DSFH seeks to minimize the harmful environmental impact of its
operations. To achieve this, it identifies and evaluates issues and
implements programs such as waste management programs for
toxic and hazardous waste to counter such issues. Other programs
such as the “Smart Disposal Program” teach patients how to safely
dispose of expired medicine. These programs are also extended to
partner companies, suppliers and pharmacies

Community The company uses its resources and capabilities in the healthcare
sector to have a positive impact on the community. It invests in
healthcare initiatives that raise awareness and educate on topics
such as chronic diseases, healthy lifestyle and social issues

Exhibit 1- CSR initiatives by Stakeholder Group

A committed team of 53 representatives from across the hospital’s divisions and departments,
led by 3 core team members, 7 members and the CSR Chairman, were assigned to develop a
GRI report every year. The team is also responsible for developing the hospital’s policies, rules
and regulations and several other initiatives that enable the seamless embedding of CSR
practices throughout the hospital. The CSR reports published are first reviewed by the manage-
ment and then further validated twice: first by a CSR team member and then by the CSR team
leader, both of whom were not involved in data collection.

Strategic Focus of Reporting

DSFH’s owners and management strongly believe that implementing wide-reaching CSR
policies and aligning them with the overall company strategy and value will ensure the long-
term success of the hospital. The unified strategy with clear CSR objectives and goals has been
in place since 2011.

“We aim to achieve excellence in patient care
by working on the relationship with patients to

guarantee dialogue, transparency and patient

satisfaction.”
Dr. Mazen Fakeeh, CEO

Measuring Impact

Each of the sections in the report clearly states the goals for each stakeholder group,
describes the initiatives and also defines how progress is measured.
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DSFH measures impact through the following methods:

e Community Performance: Annual brand audit

e Patient satisfaction: Patient surveys

e Workforce: Staff turnover rate

¢ Direct Energy: Fuel consumption by the hospital’s vehicle fleet

* Recycling Activities: Measurement in value (instead of weight) of recycled waste

e Impact of Mitigation: Savings achieved through implementation of environmental
best practices

e Supply Chain Management: Evaluation of the level of cooperation, audits,
reporting among others

¢ Shared Governance: Measured in terms of decision-making processes, for
example empowering nurses and giving them autonomy and control over
practice, using a validated survey tool “Index of Professional Nursing
Governance” (IPNG) which measures nurses’ perceptions

Transparency

When it comes to transparency, DSFH believes in the long-term benefits of transparent
reporting. The company’s management emphasizes the importance of involvement and
stakeholder dialogue for CSR. DSFH identifies its stakeholders as the investment community,
employees, patients, suppliers, subcontractors and the community.

The management aims to establish channels that do not just enable information to be
provided, but also, to obtain feedback from the different stakeholders. To promote a culture of
transparency, DSFH has trained all employees on anti-corruption policies; DSFH's Code of
Conduct for employees sets out the standards expected from all their employees, providing
staff with a comprehensive frame of reference. A CSR Educational Booklet is distributed to all
staff and available for download on the intranet. Moreover, the CSR Program is covered in the
orientation program for newly hired staff. The Strategic Plan and the related implementation
plan are communicated to all staff levels through lectures and meetings to create awareness
of the future direction for DSFH. The implementation of the plan is the primary responsibility of
the CSR team and committee.

DSFH’s employee handbook, the orientation program and the general staff meeting all stress
the importance of motivating employees to adopt an attitude of openness and transparency.
DSFH has also introduced new policies for confidential whistle-blowing that addresses the
mechanism for raising concerns related to serious malpractice. DSFH also discloses its salary
scale in the CSR Report.

Lessons Learned

e Sustainability reporting is a process, and the aim should be continuous efforts,
even if small, to meet higher standards. Sustainability reporting has a long term
focus both in terms of outlook as well as return-on-investment.

e The importance of community engagement, including educating local businesses,
suppliers, and the community about good practices (e.g. the good hospital guide).

e GRI standards are not tailored to the healthcare sector and therefore companies
who want to follow the GRI standards will have to adapt the indicators to their
specific needs.

e Convince all stakeholder groups as well as the business community of the
importance and business benefits of promoting transparency and sustainability by
leading with good examples - only then will a company be able to reap the benefits
of its sustainability management programs.

Written by: Yasmin Moosa, Laraine Anne Valles and Nada Rashid
Professor: Dr Maryam Ficociello
University: Dar Al Hekma College




Sustainability Reporting at The National Commercial Bank

Headquarters: Jeddah, Saudi Arabia

Sector: Financial Services

Number of Employees (2012): 6,690

Total Annual Revenue (2012): SAR 13.6 billion

Status: Private

Company Description

The National Commercial Bank (NCB) was the first licensed bank in Saudi Arabia (1935). Today
it is considered to be one of the largest banks in the Arab world. In 1999, the Saudi government
acquired a majority stake in the bank.

Offering Shariah Compliant banking products and services, NCB has retail banking, wealth
management, corporate banking and private banking divisions. It was named the ‘Best Bank in
Saudi Arabia’ by “The Banker” magazine in 2012.

Together with Queen Rania of Jordan, NCB is also one of the founding members of the Arab
Sustainability Leadership Group (ASLG] which comprises companies, government agencies,
and not-for-profit organizations from across the region that are committed to the
implementation of sustainability management and reporting.

Also, in an effort to share the experiences in developing best practices with business partners, NCB
conducted its 2nd Annual ‘Partnerships for a Sustainable Future’ symposium in December 2012.

Description of Reporting Journey

NCB’s Sustainability & Business Excellence Department was created in 2008 and the first
sustainability report was published in the same year.

For NCB the publication of a sustainability report is not driven by compliance but rather to
mitigate risk and improve operational excellence and transparency while increasing trust in
the company and ultimately improve profitability. Until today, NCB is the only bank in Saudi
Arabia to publish a sustainability report. This gave the bank a lot of visibility in the business
community. NCB makes a lot of efforts to encourage and educate other businesses in the
Kingdom and the region on sustainability management.

NCB has published five sustainability reports since 2008. The reports follow the GRI (Global
Reporting Initiative] guidelines and cover the overall goals and initiatives undertaken for the
company’s six stakeholder groups: customers, environment, business partners, employees,
community, and shareholders.

All five sustainability reports were submitted to GRI for approval and were given accreditation level
B. Before being sent to GRI, the reports are usually reviewed by a specialized consultancy firm.

Once the material issues according to the GRI guidelines are set, the sustainability department
develops initiatives and defines measurable goals together with the management team. The
report describes every step NCB took to achieve its sustainability goals, including the setting of
objectives as well as details on implementation and evaluation. The latest sustainability report
details the goals and achievements for each of the stakeholder groups for the past year and
also the goals for the following year.

The sustainability department tries to collect accurate information for each initiative in order
to quantify the progress made over the past year, compare it with the previous years and
assess how far the company is from reaching its goals.

The main challenges encountered by NCB's sustainability team is the accurate measurement
of each initiative and getting the right information from each department. Another challenge is
to imbed the initiatives within the organization. To address all of these challenges NCB
produces quarterly internal reports tracking the progress on each initiative.

Strategic Focus of Reporting

NCB’s management sees sustainability management as the integrated, systematic management of
economic, social and environmental performance in a manner that optimizes value for the business,
and its stakeholders. It follows a Sustainability Management Framework developed specifically for
NCB's requirements (see Exhibit 2). Through the implementation of international standards and the
annual publication of the sustainability report NCB aims at improving internal processes and also at
identifying areas of improvement; the sustainability report therefore works to a certain extent as a
“transparency tool”. The annual publication of the report shows the commitment of the company
towards sustainability management and is a step towards achieving business excellence.

Our Customers

Offering innovative
Shariah-compliant
solutions

Providing a responsive,

Our Shareholders conventepii Our Environment
efficient service

Creating economic value Improving our
management of resources
and minimising
environmental impacts

Ensuring good governance

Prudently managing risk

People
Planet
Our Community Profit

Our Business Partners
Designing and managing Honoring our commitments and
programs that address critical enhancing our standing in the;
needs in our society in the business community:
fields of job creation,
education, health, and Practicing and
social welfare promoting responsible

Our People competitiveness

Attracting, retaining
and optimizing talent

Fostering diversity and
human rights

Exhibit 2 - NCB's Sustainability Management Framework



Sustainability Reporting at The National Commercial Bank

Measuring Impact
As mentioned above, the sustainability report describes the progress made by NCB for each of
the initiatives and features quantitative as well as qualitative data attempting to measure the

effectiveness of the banks’ sustainability initiatives.

Exhibit 3 shows several examples of how NCB measures its programs:

Stakeholder Group f§ Goal Measurement

Customers Engage corporate clients to Number of clients engaged in such initiatives
develop sustainable solutions
within their businesses

Enhance the customer Development and launch of a smart phone

experience app through which customers can carry out
transactions, effectively improving customer
service while diminishing operating costs

Environment Improve energy efficiency NCB developed a detailed energy reduction
plan for several years. The plan includes
clear quantitative energy reduction targets
and the progress is assessed through an
annual energy audit

Install solar water boilers in 20 Number of solar water boilers actually
branches installed during the period

Business Partners Engage business partners in Number of business partners engaged over
developing sustainability the period and number of sustainability
initiatives together in order for related initiatives.

business partners to improve
their overall sustainability
management program

Employees Increase the number of female Evolution of the number of female
employees in order to increase employees as a portion of the overall
diversity in the workforce workforce

Shareholders Deepen NCB’s compliance Successful implementation and
culture formalization of compliance, audit and risk

committees.

Exhibit 3 - NCB's stakeholder programs and their measurement

Transparency

Inits 2012 report, NCB tries to achieve a high degree of transparency by reporting on positive
or negative results on each of the bank’s initiatives.

“Sustainability management is the integrated, systematic
management of economic, social and environmental performance in
a manner that optimizes value for our business, our stakeholders,
and society. Now practiced by thousands of leading organizations
worldwide, it is simply an essential step towards achieving business
excellence. This report represents our commitment to sustainability

management.”

Abdulkareem Abu Alnasr, Former Chief Executive Officer

Lessons Learned

¢ Sustainability creates synergies that benefit all stakeholders.

¢ Qualitative information is as substantial as quantitative information to understand
and assess a company’s value and possibly even its future performance.

e Transparency is a way to gain stakeholders’ respect, loyalty and trust.

Written by: Shatha Ahmed AlShowaier, Bushra Fahad AlDaoud and
Layan Mohammed Hassanien
Professor: Dr Hanan Al Hussayen
University: King Saud University




Employee Code of Conduct at Jazeera Pharmaceutical Industries

(subsidiary of HIKMA Group)

Headquarters: Riyadh, Saudi Arabia

Sector: Pharmaceuticals

Number of Employees (2012): 562

Total Annual Revenue (2012): SAR 415 million
Status: Publicly listed

Company Description

Jazeera Pharmaceutical Industries (JPI), is a pharmaceuticals manufacturer based in Riyadh
and was established in 1999. JPIl is a wholly owned subsidiary of Hikma Pharmaceuticals PLC.
Hikma was established in Jordan in 1978 and develops, manufactures and markets branded
and generic drugs and injectables. Headquartered in the United Kingdom, the company listed
on the London Stock Exchange in 2005 and on Nasdaq Dubai in 2006. Hikma employs a total of
6,649 people (2012) and has a total annual revenue of USD 1.1 billion (2012). The company has
production facilities in KSA, Jordan, Egypt, Sudan, Algeria, Tunisia, Morocco, Italy, Portugal,
Germany and USA and is present in over 52 countries worldwide. In Saudi Arabia, Hikma has 3
plants operating in the name of JPI, producing general drugs and antibiotics.

Since JPI is a wholly owned subsidiary of Hikma, it is subject to the Hikma Code of Conduct which
acts as an umbrella for all policies and procedures defined at a corporate or local level. Unless
otherwise stated, we will refer to the general policies of Hikma for the purpose of this Case Study.

Description of the Integrity Related Practices

The company’s Code of Conduct was first developed in June 2006 and is updated when
required. It follows seven overarching principles (quality, integrity, transparency, development,
respect & dignity, responsiveness & reliability and citizenship) that translate into 13 standards
of behavior embedding integrity in the company activities:

e Combating bribery and corruption

e Conflicts of interest

e Trading, customers and suppliers

e Product information

e Communication, disclosures and records
e Employee matters

e Employees personal information

e Health and safety

Ve

4
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e Community impact and support

e Environment

* Protection of property, systems and funds
e Insider trading and confidential information
e Government relations

Since its beginnings, the company has been committed to sustainable development initiatives
and has recently been awarded the “IFC Client Leadership Award 2012" by the International
Finance Corporation in recognition of its good governance standards and commitment towards
the environment and local communities.

In 2011, the company was awarded the “Hermes ICSA Transparency in Governance Award” for
audit disclosure from ICSA (Institute of Chartered Secretaries and Administrators) for FTSE 250
companies. This award is considered an index of quality, transparency and accountability.

JPlin particular has been a frontrunner in developing and implementing transparent policies
and procedures in the pharmaceuticals sector in Saudi Arabia. JPI's General Manager, Dr.
Ishaq Al Hajeri, is involved in developing the “Saudi Code of Pharmaceutical Promotional
Practices in the Kingdom of Saudi Arabia” which is aiming at promoting transparent marketing
activities in the pharmaceutical sector.

Policy Development

The Code of Conduct was developed in 2006 in line with the company’s vision of committing to
high standards of work ethics and compliance with all local and international rules and
regulations. The code aims at making sure that all employees act in accordance to the
company’s ethical values. Furthermore, compliance with the Code of Conduct improves the
company’s image among its stakeholders.

The Code of Conduct is the responsibility of the Board of Directors and its Compliance,
Responsibility and Ethics Committee (CREC) and is invariably applicable to all of the group’s
companies. Hikma ensures involving the relevant people in the policy development process
and thereby ensuring acceptance and compliance throughout the company.



Employee Code of Conduct at Jazeera Pharmaceutical Industries

(subsidiary of HIKMA Group)

The compliance team drafts the policies which are then discussed and validated with the
members of the management teams of the subsidiaries in the different countries.

Hikma’'s management was keen to ensure that the Code of Conduct was easy to understand
(using clear and simple language) and easily accessible at any time online (available on
Hikma's website) and by everyone (available in 5 languages).

Process of Embedding the Practice within the Organization

Sami Darwazah, the company’s Chairman, explains the importance of the Code of Conduct and
its implementation as follows: “Integrity starts with each and every one of us. Understanding
this code and adhering to its standards will enable us to achieve our goals in promoting the
growth and success of our Company. This Code will not be a success unless we all provide our
wholehearted cooperation and complete support. Every day as we conduct our business in line
with this Code of Conduct, we safeguard the future of Hikma.”

When the Code of Conduct was first introduced, all employees received training where they
were taught how to comply with the policies and the sanctions in case of non-compliance. New
training sessions are scheduled for all employees every time the policies and procedures are
updated. Furthermore the induction program for new-joiners contains a module on the Code of
Conduct and the dependent policies.

Identification and Reporting of Issues

Hikma strongly encourages the identification and resolution of policy related issues to be done
informally i.e. speaking to the direct line managers who have been trained to deal with such
situations. It has therefore implemented an open-door-policy with the aim of creating an
environment of open and free communication.

In case the issue cannot be resolved informally or the employee wishes to use another
channel, he can choose between the following:

e Calling the integrity hotline or “speak-up-line” (available in the US and Europe and will
be rolled out across the Middle East & North Africa in 2014) - Employees have the
choice of speaking to an operator or leaving a message on an answering machine. The
hotline is free of charge and features different languages.

e Using an electronic platform - which is accessible through the intranet and available in
several languages (available across the US and European operations and will be rolled
out in all other countries in 2014). Users have the option to attach any relevant
document or evidence.

Both channels are confidential and are managed by a third party and allow callers to identify
themselves or remain anonymous.

Upon filing a complaint, the system issues a username and password enabling users to
follow-up on the actions taken by the Compliance Department. To make sure that the process is
transparent, each issue is directly sent to the Compliance Department in the headquarters. The
compliance team then decides how to escalate the issue internally or externally (investigation,
involving management, lawyers, police etc.). Written feedback is given for each case.

Conflict / Issue Managed by 3rd party

Open-door policy
Integrity Hotline
Attempt
Online platform

Compliance
Department

. : No resolution
informal solution

Resolution

Escalate Escalate
internally externally

Exhibit 4 - Conflict Resolution Process

Enforcement

Non-compliance with the Code of Conduct or any of its supporting policies including failure to
report any suspected or committed violation is deemed serious misconduct and may result in
disciplinary action. Hikma follows a zero-tolerance policy towards corruption in the workplace.

Lessons Learned

e Clear values communicated and enforced through a code of ethics help the
development and growth of the company.

e Active participation in shaping industry governance policies helps in
implementing feasible solutions for companies has a positive impact on
reputation and helps improve internal governance.

e Two-way communication in the policy development process, i.e. the involvement
of employees ([employee representatives] is key for the acceptance of the policies.

e Clear support and drive from management is vital for the successful
implementation of integrity-related policies.

Written by: Mona Bint Fahd Al-Marshoud
Professor: Dr Randa Salama Al Yafi
University: King Saud University




Code of Ethics at Herfy Food Services

Headquarters: Riyadh, Saudi Arabia

Sector: Hospitality and Food Manufacturing
Number of Employees (2013): 4,500

Total Annual Revenue (2012): SAR 850 million

Status: Publicly listed

Company Description

Herfy is one of the region’s largest integrated food companies with a restaurant and a
manufacturing division. The restaurant division manages a rapidly growing chain of fast food
restaurants operating over 215 restaurants in Saudi Arabia, Bahrain, UAE and Kuwait. On the

manufacturing side, the company produces processed meat, ready meals, baked goods and sweets.

Founded 33 years ago, Herfy went public on the Saudi Stock Exchange in 2010 where it floated
30% of its equity. The rest of the equity is owned by the founders and the Savola Group.

Herfy continuously invests in product development and state-of-the-art technology as it seeks
to achieve its long-held vision to become one of the region’s leading food services brands.

Description of the Code of Ethics

Herfy introduced its Code of Ethics with a view to increasing transparency after the company
went public. The Code aims to govern actions and working relationships of all Herfy’s staff in
dealing with fellow employees and other stakeholder groups. It specifically tries to create a
harmonious working environment and to act as a bridge between the different cultural
backgrounds of the employees.

The Code of Ethics covers the following topics among others:

e Unfair competition

* Respectful behavior between employees, suppliers and customers
e Anti-harassment policies

e Zero-tolerance towards violence

¢ Confidential information & rules of non-disclosure

e Health & safety rules

e Public disclosure and external communications

e Anti-corruption and anti-bribery policy

The Code of Ethics is published in a brochure and distributed to every employee.

Policy Development

Ahmed Alsaeed, the CEO is convinced that in order to maintain Herfy's good reputation, every
employee has to adhere to the highest standards of conduct when dealing with people,
organizations or governments and he therefore promoted the development of a Code of Ethics
and its thorough implementation and enforcement.

The responsibility for the Code of Ethics lies with the HR department who developed it together
with the senior management. The document is based on local laws and regulations as well as

international guidelines for ethical behavior in corporations (human rights etc.).

The CEO and the senior management have put in place a “tone at the top” by setting a good
example of ethical conduct, providing positive and open communication and supporting ethical

conduct.

“Herfy has enjoyed an outstanding reputation for honesty, integrity

and trustworthiness. This reputation has been well earned over many
years based on the daily words and actions of our employees. To
maintain our good name, we must adhere to the highest standards of
conduct in our dealings with people, organizations and governments.
This Code of Ethics sets forth principles and standards of conduct
that will continue to guide Herfy into the future”
Ahmed Alsaeed, CEO




Code of Ethics at Herfy Food Services

Process of embedding the practice within the organization

At Herfy the implementation of the Code of Ethics is done through intensive training. A separate
module in the orientation training for new employees addresses the Code of Ethics. All other
employees receive training every quarter and everyone has to sign the code upon signing and
renewing their employment contracts. They are also given a hardcopy of the Code of Ethics and
all related policies.

Senior management sees the main challenge of the implementation of the Code of Ethics in the
cultural diversity of the staff. Herfy invests a lot of time and effort to make sure that all
employees understand the company’s values and understand the strategic importance of
integrity and ethical behavior.

Identifying and Reporting Issues & Enforcement

Because ethical behavior of the workforce is such an important topic for the management, an
open-door-policy was put in place encouraging employees to report any violations of the code.
The employee can choose to report the issue to his immediate supervisor or even to the CEO.

In addition customers and employees have the choice to voice their concerns anonymously via a

special office number where they can reach any member of the management, again including the CEO.

When a violation is reported, it is documented electronically and then routed to the Department
Head of the affected department who then forwards it to the HR department. After reviewing the
issue, the HR department launches an investigation together with the legal department and then
assesses how the issue can be resolved. Once the investigation is concluded, recommendations
on how to proceed are given to the CEO and the senior management team who take the final
decision on which actions need to be taken.

Lessons Learned
e The CEO and his senior management team clearly state how important the compliance with
the Code of Ethics is and lead the staff by giving good examples.

¢ A clear and comprehensive Code of Ethics, which is thoroughly implemented using intensive
training for everyone is key to ensure that all employees complies with policies

e The application of the Code of Ethics to all stakeholders increases transparency and thereby
sets the right standard for the company to increase its competitiveness.

e The long term success of a company greatly depends on its employees and in implementing
ethical labour practices help to retain employees

Written by: Aljohara Alyousef and Jawaher Alsaeed
Professor: Dr Alawiya Alwy
University: Prince Sultan University

Ethical Labour Practices at Kudu

Headquarters: Riyadh, Saudi Arabia
Sector: Hospitality

Number of Employees (2013): 3,250
Total Annual Revenue (2012): n/a

Status: Private

Company Description

Kudu is a large fast food chain based in Saudi Arabia serving burgers and sandwiches. Since the
opening of the first branch in Riyadh in 1988, the company has become one of the largest fast food
restaurant companies in the Kingdom. With over 200 restaurants across the region, Kudu has
created a successful franchising concept. In order to ensure sustainable growth, the company
gives great importance to very high standards of quality and service. The company’s management
believes that this can only be achieved by training all their employees on how to consistently
deliver a high standard of service and to ensure that the product offering is of the highest quality.
The innovative open-kitchen concept is supposed to showcase this culture of quality and
transparency. The adherence to high standards earned the company several internationally
renowned management system certificates such as the ISO 22000 for food safety management.

Kudu’'s management views their employees as the main asset of the company and is convinced
that training and workplace satisfaction form the basis for providing excellent quality and
customer service. To ensure this, the company developed a program of continuous on-the-job
training and introduced ethical labor practices.

In addition the company aims at creating a good working environment for its employees by
organizing leisure activities such as basketball tournaments in the housing complexes, provide
medical care, and loan facilities.

Kudu is also engaged in a number of charity programs including the Disabled Children
Association and the Charity Social Fund. The company also launched a non-smoking campaign
and prohibits smoking in all of its restaurants.

Description of the Integrity-Related Practice

Kudu’'s management believes that among of all of their policies, the implementation of high
standard ethical labour practices sets the company apart from its competitors. The policy aims
at creating and maintaining good working conditions for all employees and helping them to
protect their rights.



Ethical Labour Practices at Kudu

The ethical labour program follows the guidelines of the Ethical Trading Initiative
(www.ethicaltrade.org) and consists of the following policies which are communicated to all
employees in writing:

e Freedom of employment

e Safe and hygienic working conditions
¢ No child labour

e Payment of fair wages

¢ No excessive working hours

e No discrimination

¢ Regular employment is provided

e No harsh and inhuman treatment

As a result of the implementation of ethical labour practices paired with rigorous staff training
programs and advanced management systems, Kudu managed to minimize employee turnover,

increased productivity, and ensured consistently high standards of quality, reliability and efficiency.

Policy Development

The ethical labour policies are developed and maintained by the HR department in line with the

labour laws of Saudi Arabia, which act as the external guidelines for these policy developments.

Although a formal committee does not exist, the Board of Directors is responsible for the
ethical labour program and reviews the policies annually.

The policies were originally developed with the help of a specialized HR consultant. Employees
were also involved in the development process and asked for feedback.

Kudu’'s management views the successful implementation of these policies as a gradual
process and therefore continuously seeks to update and adapt the policies.

Process for Embedding the Practice within the Organization

All employees receive position-related training to improve their skills and productivity and are
also told about employee rights, Kudu’s policies and ethical behavior at the work place. The
training also includes first aid and safety training to promote a safe working environment.
Training is given by in-house staff and where applicable by professional training companies.

While introducing these policies, one of the challenges faced by the management was to make
sure all employees understood and accepted the changes and adopted the new practices.

Kudu was able to overcome this challenge by attempting to better understand their employees
and their concerns and showing them how conducting their work ethically can help them grow
as individuals and advance their careers.

Identification and Reporting of Issues & Enforcement

All employees, regardless of the level, are encouraged to question authority when they are
asked by their superiors to do something they believe to be unethical. To encourage employees
to report breaches of company policies Kudu introduced an employee grievance procedure
giving them the opportunity to file a formal complaint if the issue cannot be sorted out
informally with the direct line manager. The grievance procedure is communicated to
employees in writing.

The formal complaint gets forwarded to the HR department, where an investigation is
launched. Should the issue still not be solved, the Board of Directors gets involved in the
process. The corrective actions taken are based on the final findings of the investigation.

This grievance procedure also enables senior company executives to shed light on issues that
they may not know about otherwise.

Lessons Learned

* Since employees are an important asset for a company, introducing ethical
labour practices will promote loyalty, dedication and efficiency.

e The successful implementation of such policies is a gradual process and can take

up to several years.

e In order to implement an ethical policy, companies should focus not just on the
managerial staff but on everyone because every employee contributes to the

success of the firm.

* The proper implementation of ethical labour policies can lead to a number of
benefits for the company such as positive press coverage and better reputation

among stakeholders.

Written by: Sara Almowanes, Anum Mohammed Hanif
and Jeanne Nicole Salaya Catapang
Professor: Dr Alawiya Alwy
University: Prince Sultan University




Conclusion

The Case Studies authored by Saudi students for this first edition of the Pearl Initiative Student Case
Study Competition show that companies in the Kingdom take integrity issues increasingly seriously
and many are implementing good practices in the areas of accountability and transparency.

An analysis of the Case Studies in this report demonstrates a number of key themes from the
lessons learned, as identified by the student teams:

e Engaging stakeholders - Engaging all stakeholders in the process of defining
and implementing good business practices will improve the effectiveness,
acceptance and ease of implementation. At the same time integrity practices
should also be applicable to all stakeholders; this not only increases
transparency but also sets the standards for greater competitiveness in the future.

e Driven from the top - The introduction of good business practices are mostly
driven by the top management. Their vision and leadership helps to clearly
communicate the importance such practices for the long-term success of the
business and to truly embed them in the company culture.

¢ Long and gradual process - The implementation of integrity practices or of integrated
reporting is usually a long process taking sometimes several years and requires
continuous efforts. However, this gradual process gives companies the opportunity to
learn along the way and take decisions that are best adapted to their business.

e Clear communication and training - For the successful implementation of good
integrity practices, clarity of communication to employees as well as the clarity
of the policies themselves are key. Intensive training for all employees will
encourage the acceptance of, and compliance to, such policies and promote
long-term success since better integrity practices will help retain employees.

* Shaping the competitive environment - Through active participation in shaping
industry governance bodies and policies companies can influence future industry
guidelines and build a more transparent and mature environment. At the same
time this has a positive impact on the company’s reputation and gives a company
the advantage of improving internal governance ahead of other players and if
well implemented could lead to a competitive advantage for the company.

The Pearl Initiative commits to continuing its work on Corporate Good Practices in
Accountability and Transparency in the future through launching additional research
programmes on the topic in the GCC and by expanding the Pearl Initiative Case Study
Competition for university students across the entire region. The Pearl Initiative is committed
to continually building a knowledge base of regionally-relevant case studies based on the
practical lessons learned from implementation on the ground in the region - so that the wider
business community can learn from the experiences, and universities have a greater pool of
regional case studies for teaching purposes.

It is vital that young people graduating from universities have integrity at the heart of their
business education, so that they can enter the workforce motivated and inspired to contribute
to the long-term growth, competitiveness and sustainability of the region.

About the Pearl Initiative

The Pearl Initiative (www.pearlinitiative.org] is the leading independent, not-for-profit,
by-business for-business, institution working across the Gulf Region of the Middle East to
influence and improve corporate accountability and transparency.

Developed in cooperation with the United Nations Office for Partnerships, it is a
regionally-focused growing network of business leaders committed to driving joint action,
exhibiting positive leadership and sharing knowledge and experience - in order to positively
influence the entire regional business and student community towards implementing higher
standards in areas such as corporate governance, anti-corruption, codes of conduct, integrity
and reporting.

The Pearl Initiative and the United Nations Global Compact drive joint programmes, as part of
their Strategic Partnership, in order to advance the adoption of the “Ten Principles” by the
private sector within the Gulf region.

The Pearl Initiative Delivers:

1. Regional research-based Insight Reports.
For example, the first Pearl Initiative Report in the Series on GCC Corporate Good
Practices demonstrates good practices in integrity and transparency within
companies in the GCC. Eight case studies are included and the report has been
freely and widely disseminated across the business community and
universities around the region, for use as teaching material.

2. Conduit for best practices and resources.
The Pearl Initiative is the leading regional authority on corporate accountability
and transparency, offering comment, expert opinion and a free online resource
for information, thought leadership, trends, links, views, insight, ideas
exchange, tools, good practices library, examples and contacts.

3. Business Dialogue Forums.
The Pearl Initiative convenes business leaders and multi-stakeholder
constituents at the highest level, and at the operational level - in free dialogue
forums, experience-sharing sessions and capability-building seminars.

4. University Programmes.
The Pearl Initiative runs interactive, inspiring seminars and programmes, such
as the Student Case Study Competitions, to help embed the values of business
integrity in our leaders of tomorrow.



About the Pearl Initiative

With special thanks to the Partner Companies of the Pearl Initiative (as of October 2013):
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