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This Charter has been issued pursuant to the resolution  eabeal (¥ Zdlal) Lanaall ) s 42 234 & jaa

of the first General Assembly of Shareholders dated 22000/12/16 8 5all 21421/09/19 ol 3adaiall 4S L)
19/09/1421H corresponding to 16/12/2000G, as Gl Aabad) Aalal) e dalal) dmaall ) F Caa per Aaadl
amended by the resolution of the Seventh 22020/06/02 8 54l ©21441/10/10

Extraordinary General Assembly, dated 10/10/1441H,
corresponding to 02/06/2020G.
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This Charter has been prepared pursuant to Article
(54) of the Corporate Governance Regulations issued
by the Board of Directors of the Capital Market
Authority ("CMA") in accordance with Resolution No.
(8-16-2017), dated 16/05/1438H corresponding to
13/02/2017G, as amended by Resolution No. (3-57-
2019) dated 15/09/1440H corresponding to
20/05/2019G« and in accordance with the Companies
Law promulgated by the Royal Decree No. M/3, dated
28/01/1437H  corresponding to 11/11/2015G, as
amended by the Royal Decree No. M/79, dated
25/7/1439H corresponding to 14/04/2019G.

¢ This Policy has been issued in the Arabic language and
has been translated into English. In the event of
discrepancy in the interpretation of the two texts, the
Arabic text shall prevail.
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Article (1) Definitions

The following terms and expressions shall have the
meanings assigned thereto, unless the context
otherwise requires:

Charter: Audit Committee Charter.

Corporate Governance Regulations: Corporate
Governance Regulations issued by the Board of the
Capital Market Authority.

Corporate Governance Code: Governance Code of
Saudi Electricity Company.
SEC or Company: Saudi Electricity Company.

General Assembly: An assembly formed of the
Company’s Shareholders in accordance with the
Companies Law- and the Company's Articles of
Association.

Board of Directors or Board: The Board of Directors
of Saudi Electricity Company.

Committee: The Audit Committee in Saudi-Electricity
Company

Executive Management / Senior Executives: This
term includes the Company’s CEO, other members of
the Executive Management (Executive Vice
Presidents and Senior Vice Presidents) and CEOs of
Subsidiaries.

Invitees: Any person invited to attend a Committee
meeting other than its members.

Article (2) Objectives of the Charter

The objectives of this Charter are to demonstrate the
rules and procedures of the Committee's mandates
and duties, the rules for selecting its members and
determining their term of membership and
remunerations.
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Article (3) Committee Organization

1. Composition of the Committee and Conditions of
its Membership

a. The Committee shall be formed by virtue of a
resolution issued by the Company’s Ordinary
General Assembly. It shall consist of five members
recommended by the Board of Directors. The
number of Committee members shall not be less
than three members and not more than five
members.

b. A committee member may be selected from
among the members of the Board of Directors or
Company's Shareholders or from among others,
provided that at least one member is an
Independent member.

c. A Committee member may not be an Executive
member of the Board of Directors, A person who
works or has worked during the past two years in
the Company's Executive or Financial
Management, or for its external-auditor, or anyone
who works in the Company’s technical or
administrative functions, even as a consultant, may
not become a member of this Committee.

d. A Committee member shall have a reasonable
knowledge of financial and accounting rules, and
should preferably have a proper educational
qualification in this field.

e. The Company shall notify the CMA of the names of
the Committee members and description of their
memberships within five business days from the
date of their appointment, and of any changes
thereto within five business days from the date of
such changes.
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2- Chairman of the Committee

a. The Committee shall elect from among its
members a Chairman and a Vice Chairman.

b. The Chairman of the Committee or, in his/her
absence, the Vice Chairman, shall perform the
following duties:

- Organizing the Committee meetings and
obtaining all information and documents
necessary to carry out its responsibilities;

- Managing the Committee and

enhancing its effectiveness;

meetings

- Inviting the Committee to convene and setting
the meeting time, date and place following
coordination with the Committee members;

- Approving the agenda, taking into account any
subjects that a member of the Committee desires
to list;

- Ensuring that the subjects presented to the
Committee are accompanied by sufficient
information, enabling the” Committee to take
resolutions in respect thereof;

- Ensuring that sufficient time is available to discuss
the items on the Committee meeting agenda;

- Enhancing the effective participation of members
in the Committee meetings by studying, discussing
and providing input on the agenda items in a
manner that contributes to achieving the
objectives of the Committee;

- Ensuring that complete and accurate information
is available to the Committee members in a timely
manner, enabling them to perform their duties;

- Approving periodic reports on the activities of the
Committee and submitting its recommendations
and conclusions to the Board of Directors;

- Following-up on the implementation of
resolutions issued by the Committee; and
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- Approving the necessary arrangements for the Aaall) o1aY (5 sall il o] oY da ;DU il il alaie) -

periodic evaluation of the Committee's
performance.

c. The Chair'man or his/her delegate from amongst fﬁﬁ&ﬂiﬁi&ﬁ&f i:: =
the Committee members shall attend the General ..é‘Jm“ s el il Jiiai,
Assembly meetings to answer the Shareholders' ’
guestions and represent the Committee before the
Board of Directors.

3- Secretary of the Committee Lall) o G2l -3
a. The Committee shall appoint a Secretary thereto. L e el i sl o i
b. The Secretary of the Committee shall arrange the S alll Cilelaial yel go Gt Dl o Gl (S5 o

Committee meetings on an annual basis, % (ealiled salaa dae) s daalll cilelaial Gy o si
document these meetings and prepare their <¥ss433)Usglaial) Gl Gluy e ghaa g CLAE (e )y
minutes-of meetings, including the discussions, ‘sl @iy Lalll SIIE Ghg, adeils by
deliberations, place, date, and start and end time ‘,“‘*""?‘ slasl (o555 ‘?Ll‘? o=ls d“ o Lebis s
of the meeting, record the Committee’s °* Gy oy ol sl A ‘f'w" rpalal
resolutions and voting results and retain.them in g e
a special and organized register, -including the

names of attending Committee members and

their reservations, if any./ The. Secretary shall

ensure that the minutes of meetingsaresigned by

all attending Committee members.

c. The Secretary of the Committee shall provide the Gl s&ialll Jael Jssay Ll clae TAialll s sl 3535 .
Committee members with the meeting agenda, lesiae sl &5 sl s Allaiall Cilaslaall 5 55l 5 Jaal
and relevant working papers, documents and te el A83ke i3 Lalll sliae] (e (4l Ltk Ll
information along with any other documents or A o2a A Bl aaall 18 5 Laia¥) Jsan (4 4] sadial
information requested by any Committee
member relating to the items listed in the meeting
agenda in accordance with the periods specified
in this Charter.

d. The Secretary of the Committee shall submit dJss sualaalls 2,500 S lEll o) dialll e u-tﬂ‘ Sl &
periodic reports and minutes of meeting on the pleall gaen Lalis Y Culaa ) Ll Jlae |5 2
activities and functions of the Committee to the Aalll J e 4] IS 55 0 oS A G AY)
Board of Directors and perform all other functions
that may be assigned to him/her by the
Committee.

e. The Secretary of the Committee shall not sl &l &l e sl 3 A8 Laall alll ju aaY G2 Y

participate in nor vote on any of the Committee's
resolutions.

Lele Ty et
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4- Invitees to the Committee Meetings

No member of the Board of Directors nor the
Executive Management may attend the Committee
meetings unless the Committee requests his/her
opinion or advice.

5- Confidentiality of the Committee

Member of the Committee and other persons invited
to Committee meetings shall be bound to keep
confidential any information and documents made
available to him/her, and in no case, even after the
expiry of his/her membership, shall disclose the same
to any individual or entity unless authorized by the
Board of Directors, nor shall he/she use any
information to achieve personal benefit for
him/herself, a relative or third parties. The Company
is entitled to claim compensations in case of violation
of this Article. The provisions of this Article shall apply
to the Secretary of the Committee as well.

6- Term of the Committee

The term of the Committee commences on the
issuance date of the General Assembly resolution
forming the Committee-and approving its Charter,
and expires with the end of the term of the Board of
Directors which recommended its formation or until
a resolution is issued by the General Assembly to
terminate or reconstitute the Committee. The
expiration of the term of the Board or its dissolution
for any reason shall terminate the Committee's
mandate and entail its reconstitution.

7- Termination of the Committee Membership

a. The membership of a Committee member shall be
terminated upon the expiry of its term or in any of
the following cases:

- Death;
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- Resignation without prejudice to the Company's
right to claim compensations if the resignation is
rendered at an inappropriate time;

- Not attending three Committee meetings per
year without the prior permission of the
Committee’s Chairman or an excuse acceptable to
the Committee;

- Lack of one or more of the membership
conditions;

- Expiration of the Board of Directors term;

- Member’s inability to perform his/her Committee
duties due to health conditions;

- Issuance of a court order for declaration of
bankruptcy or insolvency of the member, or a
request to enter into settlement with his/her
creditors; and

- Conviction of committing'a crime or an act
involving moral turpitude, breach of trust or
forgery.

b. The General Assembly, upon a recommendation
of the Board, may dismiss or replace any of the
Committee members at any time, as it considers
fit. -

c. Any Committee member may resign from the
Committee by giving a written notice to the
Chairman of the Board, with a copy thereof to the
Chairman of the Committee. The resignation shall
come into force as of the date in which the
Chairman of the Board approves the resignation
or at any subsequent date to be determined by
the Chairman of the Board.

d. The Board of Directors is entitled to nominate an
alternate member for the vacant position,
provided that the Board shall submit such
appointment to the General Assembly at its first
meeting for approval. The new member shall
complete the remaining period, taking into
consideration the conditions that must be met by
the members of the Committee.
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8- Remunerations and Allowances of the
Committee Members

Without prejudice to the relevant statutory
requirements and the Company’s Articles of
Association, the remunerations of the Committee
members shall be set in accordance with the
Remuneration Policy for Members of the Board of

Directors, its Committees and Executive
Management approved by the Company's General
Assembly.

9- Committee Meetings

a. Invitation to Meetings

- The Committee shall convene periodically upon
the invitation of its Chairman, provided that at
least four meetings are held during the Company’s
fiscal year. ACommittee member shall be deemed
terminated if he/she fails, without an acceptable
excuse, to attend more than three .Committee
meetings.

The Committee shall meet periodically with the
Company's external and internal auditors. The
internal and external auditors may request to
meet with the Committee whenever a need arises.

The Committee shall hold all of its meetings at the
Company’s Head Office or at any other place
agreed upon by members of the Committee.

Invitations to attend the meetings shall be sent by
the Secretary of the Committee to each
Committee member at least seven days prior to
the date of meeting. The meeting schedule shall
indicate the time, date and place of the meeting,
accompanied by its agenda, necessary documents
and information, unless circumstances require
convening an emergency meeting (unscheduled),
in which case the invitation to attend the meeting
may be sent accompanied by its agenda,
necessary documents and information within a
period of not less than five days from the date of
the meeting or as approved by the Chairman and
members of the Committee.

10
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Meeting Agenda

The Secretary of the Committee, in coordination
with the Chairman of the Committee and the
Executive Management, shall prepare the agenda
of the Committee meeting, and orderly categorize
the subjects to be discussed according to their
importance and priority. The agenda shall be
reviewed and approved by the Chairman of the
Committee prior to sending it to the members.

Once convened, the Committee shall approve its
agenda. If any member objects to the agenda,
his/her objection shall be recorded in the minutes
of meeting. Each member of the Committee is
entitled to propose any additional items to the
agenda:

Quorum and Voting

The meeting of the Committee shall only be valid
if attended by at least the majority of its members,
including the Chairman or, in his/her absence,
his/her Vice Chairman.

A Committee member may delegate another
member to attend a Committee meeting on
his/her behalf or to vote for him/her in the
meetings.

Resolutions of the Committee shall be issued by a
majority of the votes present; and in case of a tie,
the Chairman of the Committee shall have a
casting vote.

If a member of the Committee is unable to attend
in person, he/she may use any available means of
communication to participate in the Committee
meeting. In all cases, this shall be recorded in the
minutes of meeting.

of the Minutes of Meeting and
Resolutions

The Secretary of the Committee shall send to the
Chairman and members of the Committee a draft
of the minutes of meeting within five business

11
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days from the date of meeting for review and
feedback, if any.

Any member may express reservations as to any
resolution issued by the Committee, provided that
such member indicates the reasons for such
reservations. If a member leaves a Committee
meeting before it is concluded, his/her
reservation, if any, shall be limited to the
resolutions on the items that have been discussed
in his/her presence, and the minutes of meeting
shall stipulate the items discussed in his/her
absence, based on his/her desire if expressed in
writing.

The Secretary of the Committee shall reflect the
amendments on the initial draft based on the
feedback of the Committee members in respect of
the minutes of meeting. The amended draft shall
be sent to the Committee members within two
business days from the date of receiving their
feedback Following presentation to the chairman
of the committee .

The minutes of meeting shall be finalized by the
Secretary of the Committee, and be considered
official once signed by all the Committee members
present along with the Secretary. The Secretary
shall immediately send the approved and ratified
minutes of meeting to the members of the
Committee upon being signed.

The Committee shall follow up on the results of
the implementation of its resolutions and any
other items discussed in previous meetings. The
Secretary of the Committee shall, in coordination
with the Executive Management, submit a
periodic report to the Committee on the results of
the implementation of its resolutions.

The deliberations and resolutions of the
Committee shall be documented in minutes of
meetings signed by the members, including the
Chairman and the Secretary of the Committee,
and shall be recorded in a special register.

12
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Consideration of Subjects

The Committee shall consider the subjects falling
within its competencies or such subjects referred to
it by the Board of Directors, and shall submit its
recommendations to the Board to issue resolutions

in

connection therewith, or issue resolutions if so

delegated by the Board, provided that the delegation
given to the Committee shall not be general or
indefinite.

f.

Resources and Sources of Information

The Committee is entitled to access all the
necessary resources and information, and review
the Company's records and documents to
optimally perform its competencies, duties and
responsibilities.

The Committee is entitled, as appropriate, to
engage experts and specialists whether insideor
outside the Company to the extent permitted by
its powers, provided that this is ‘included in the
minutes of the Committee meeting, while stating
the name of the expert and his/her relationship
with the Company or the Executive Management.

The Committee is entitled to investigate
everything falling -within its powers and
competencies, as well as all matters assigned
thereto.

The Committee may request any clarifications or
statements from the members of the Board of
Directors or the Executive Management.

The Committee may request the Board of
Directors to issue a call for convening the
Company’s General Assembly if the Board hinders
its activities or if the Company incurs significant
damages or losses.

Duties of Committee Member

Complying with the provisions of the Companies
Law, the Capital Market Law, their implementing
regulations, related laws and regulations, and the
Company’s  Articles of Association when
performing his/her functions and refraining from
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undertaking or participating in any act that would
harm the Company’s interests;

- Being aware of the Committee’s duties and
responsibilities and allocating sufficient time to
perform his/her role in achieving them;

- Performing his/her duties free from any external
influences, whether from within or outside the
Company, and shall prioritize the Company's
interest over his/her personal interests;

- Refrain from accepting any gifts from any person
who has commercial transactions with the
Company;

- Participating actively in the Committee meetings
through studying and discussing the items listed in
its meeting agenda;

- Endeavoring to keep abreast of the regulatory
developments in the areas and subjects related to
the duties and responsibilities of the. Committee;
and

- Endeavoring to keep abreast of the developments
in the field of the Company’s activities, businesses
and other relevant fields.

Article (4) Competencies and Duties of the
Committee

The Audit Committee is responsible for monitoring
the Company’s businesses and verifying the integrity
and fairness of its reports, financial statements and
internal control systems. The mandates of the
Committee shall particularly include the following:

a. Financial Reports:

1. Analyzing the Company’s interim and annual
financial statements before presenting them to
the Board of Directors, and expressing its opinion
and providing recommendations thereon to
ensure their integrity, fairness, and transparency;

2. Providing technical opinions, at the request of the
Board of Directors, as to whether the Board of
14
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Directors' report and financial statements are
fair, balanced and understandable, and including
information that enables shareholders and
investors to evaluate the Company's financial
position, performance, business model and
strategy;

. Analyzing any important or unfamiliar issues

contained in the financial reports;

Accurately investigating any issues raised by the
Company's Chief Financial Officer or the person
assuming his/her duties or the Company’s
Compliance Officer or External Auditor;

Verifying accounting estimates in respect of
significant matters stated in the financial reports;
and

Examining the accounting policies adopted by the
Company, expressing its opinion and providing
recommendations to the Board thereon.

b. Internal Audit:

1.

Examining and reviewing the Company’s internal
and financial control 'systems, @ and  risk
management systems;

Analyzing the internal audit reports and following
up on the implementation of corrective measures
for the remarks contained therein;

Monitoring and overseeing the performance and
activities of the Company’s internal auditor along
with the Internal Audit Department, if any, to
ascertain the availability of necessary resources
and their effectiveness in the performance of its
activities and mandates. If the Company does not
have an internal auditor, the Committee shall
provide recommendation to the Board of
Directors as to the need to appoint such an
auditor; and

Providing a recommendation to the Board of
Directors on appointing a manager of the Internal
Audit Unit or Department or an internal auditor,
and propose his/her remuneration.
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. External Auditor:

(e}

1. Providing a recommendation to the Board of
Directors on the nomination and dismissal of
external auditors, determining their fees and
evaluating their performance, following the
verification of their independence and reviewing
the scope of their work and the terms of their
contract;

2. Verifying the independence, objectivity and
fairness of the external auditor and the
effectiveness of the audit activities, taking into
account relevant rules and criteria;

3. Reviewing the Company's external auditor plan
and its activities, and verifying the non-
submission-of technical or administrative works
that are beyond the scope of the audit activity,
and providing their inputs thereon;

4. Responding to queries of the Company’s external
auditor; and

5. Examining the external auditor's report and
comments on the financial statements and
following up on the procedures taken in respect
thereof. -

d. Compliance Assurance:

1. Reviewing the findings of the reports of
supervisory authorities and ensuring that the
Company has taken the necessary actions in
connection therewith;

2. Ensuring the Company's compliance with the

Related Laws, Regulations, Policies and
Instructions;
3. Reviewing the contracts and proposed

transactions that the Company desires to conduct
with related parties thereof, and providing its
recommendations to the Board in connection
therewith; and
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4. Reporting to the Board any issues in connection
with what it deems necessary to take action on,
and providing recommendations as to the actions
that should be taken.
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Article (5) Conflict of Interest

1. Members shall avoid situations resulting in their

interests being in conflict with those of the
Company. A conflict of interest is defined as the
existence of a direct or indirect interest of any
member in relation to any item listed in the
Committee's agenda, with such interest affecting
(or believed to affect) the independence of the
member's opinion, which is supposed to express
his/herprofessional point of view.

If @ member has any conflicts of interest
regarding an item listed in the agenda of the
Committee, he/she shall disclose the same prior
to discuss such an item, provided that it is
recorded in the minutes of meeting. In this case,
he/she must not participate in the discussion of,
or vote on, the relevant item.

A Committee member shall have neither a direct
nor indirect interest in the contracts and
businesses executed for the Company's account,
unless he/she has obtained an authorization from
the General Assembly or the Board of Directors,
provided that such authorization obtained from
the Board shall be in accordance with the rules of
delegating powers of authorization from the
General Assembly in respect thereof.

A Committee member may not take part in any
business that may compete with the Company or
one of its activities, unless he/she has obtained
an authorization from the General Assembly in
respect thereof.

If a Committee member fails to disclose his/her
interest in the contracts and businesses executed
for the Company's account, whether prior to
his/her appointment as a Committee member or
during his/her membership, the Company may
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petition the competent judicial authority to
invalidate the contract and compensation, or to
obligate the member to return any profits or
benefits realized therefrom.

If a Committee member fails to disclose his/her
engagement in any business that would compete
with the Company or any of its activities,
the Company shall have the right to petition the
competent judicial authority to claim
compensation.

A Committee member shall neither directly nor
indirectly exploit or benefit from any of the
Company's assets, information or investment
opportunities subject to consideration, even if a
resolution has been taken not to proceed
therewith, nor shall he/she benefit from such
investment.opportunities even after the expiry of
his/her membership.

If it is proved that a Committee member has
benefited from investment opportunities, the
Company or any stakeholder may petition the
competent judicial authority. to linvalidate any
business, profits or benefits pertaining to such
investment opportunities. The Company may also
claim appropriate compensations.
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Article (6) Mechanism of Submitting
Remarks

Employees of the Company may confidently submit
their remarks on any violations in the financial
reports or others, and the Committee must ensure
that the independent investigation procedures
commensurate with the size of error or violation. The
Committee shall also adopt appropriate follow-up
procedures.

Article - (7) Conflict between Audit
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Committee and Board of Directors

If a conflict arises between the recommendations of
the Audit Committee and the resolutions of the
Board of Directors, or if the Board of Directors refuses
to approve the recommendation of the Committee
regarding the appointment . of the 'Company's
external auditor, its dismissal, the determination of
its fees, the evaluation of its performance or
appointment of the_internal auditor, the Board of
Director’s report shall include the Committee’s
recommendation and justification, along with the
reasons for disregarding it.

Article (8) General Provisions

1. The Board of Directors shall regularly follow up on
the works of the Committee to ensure that it
performs the duties assigned thereto.

2. This Charter shall be effective from the date of its
approval by the General Assembly and shall only
be amended by the approval of the General
Assembly.
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3. This Charter
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is a complementary to the
Company's Articles of Association, Corporate
Governance Code, and the policies adopted by
the Company in relation to the Board of Directors
and its Committees.

Relevant laws and regulations issued by the
competent authorities shall apply to any matter
for which no provision has been made in this
Charter.

. This Charter shall supersede and replace all other
conflicting procedures, resolutions, and internal
charters of the Company.
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