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This charter is subject to the Audit Committee Regulations,
Company rules & Corporate Governance Regulations issued
by the Ministry of Commerce and Investment, Saudi Arabian
Monetary Agency (SAMA) & CMA. The objective of this
charter is to determine the Committee’s scope of work and
authority, tasks and responsibility, Committee members’
remuneration and other related information.

1.1 Audit Committee: is an independent Committee that
reports directly to the Company’s Board. The Committee's
mandate includes monitoring the performance and
implementation of the internal control systems of the
Company, ensuring the effectiveness and efficiency of those
systems, verifying the implementation of internal control
decisions and actions, and ensuring compliance with the
Supervision of Cooperative Insurance Companies Control
Law and its Implementing Regulations, other applicable
Laws, and Regulations.

1.2 Compliance Department: an independent department
that reports to the Audit Committee and administratively to
the Chief Executive Officer (CEQ). Its mandate is to ensure
the Company’s compliance with the laws and Regulatory
Bodies. The department submits, to the audit Committee,
reports on the company’s violations of the Laws,
Regulations, and Instructions.

1.3 Internal Audit Department: an independent department
that reports to the Audit Committee and administratively to
the CEO. Its mandate is to set the audit action plan for the
Company, to monitor the company’s performance through
evaluating and verifying the operations to ensure that there
are no financial or non-financial violations of the Company’s
bylaws, to ensure the compliance with the internal control
systems, to ensure effectiveness and efficiency of those
systems, and to verify the implementation of internal audit
decisions. The department submits its reports to the Audit
Committee.

2.1 These policies apply to the Audit Committee at
Malath Cooperative Insurance and Reinsurance Co.
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2.2 The Company's General Assembly shall, upon a
recommendation of the Board, issue the charter for the audit
Committee.

2.3 The Audit Committee is entitled to contact directly the
Board of Directors, senior management of the Company, all
employees, Committees, and legal advisors, internal and
external auditors in the Company’s Head Office and/or
branches and other parties related to the Company. It may
also review all private and confidential records and
documents necessary to perform its activities. The Audit
Committee also has the right to seek the assistance of any
external consultant to do specific tasks in order to assist it in
performing its work.

3.1 All Audit Committee’s members shall maintain the
confidentiality of all the topics related to the Audit
Committee’s activities, even after vacating the Audit
Committee membership.

3.2 An Audit Committee’s member shall not have any direct
or indirect interest in the Company’s business and contracts
concluded by it.

3.3 An Audit Committee’s member shall not take part in any
business that might compete with the Company or trade in
the activities performed by the Company. The Company has
the right to claim indemnification for any losses caused by
such business or act.

3.4 The Company shall not issue or renew any insurance
policy for any of the Audit Committee’s members or parties
related thereto before the full payment of the due premium. If
any of the Audit Committee’s members submits a request for
the payment of a claim under a policy issued to him or her by
the Company, the claim should be treated in accordance with
procedures and rules set forth by the company without any
exception or preference. The Compliance manager should be
notified of any payment due to the member.
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4.1The Board of Directors are fully responsible for the
Audit Committee’s  businesses in pursuance of the
regulations and instructions under which the Company
operates.

4.2 The Board of Directors are responsible for ensuring the
efficiency and effectiveness of the controls and financial
reports and for safeguarding the assets of the Company.

4.3 The Audit Committee shall be formed in accordance with
Audit Committee’s Selecting Procedures, the duration of its
term and the monitors of its activities that issued by the
General Assembly upon a recommendation of the Board.

5.1 Audit Committee shall be formed by a decision of the
General Assembly from non-executive board members either
from the shareholders or otherwise, after obtaining SAMA’s
written non-objection, for a three-year term.

5.2 The term of the Audit Committee or a member thereof
may be renewed for another three-year term for one time
only.

5.3 Formation & appointment of new members by a decision
of the General Assembly in the event of election of the new
board after obtaining no objection letter from SAMA.

5.4 An Audit Committee member has the right to resign, by
providing the resignation request to the Board one month
before its resignation becomes effective. The Company shall
notify SAMA in writing of the resignation of a member of
the Audit Committee and the reasons thereof and provide
SAMA with a copy of the resignation within five (5)
working days from the date of the resignation.
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5.5An Audit Committee member shall be deemed resigned
if he or she fails to attend any meetings of the Audit
Committee for more than three consecutive times without
presenting an excuse acceptable to the Board.

5.6 The membership of an Audit Committee member
shall terminate automatically upon the occurrence of
any change that would breach the membership's terms
set forth in this charter or any other Regulations,
Instructions or Decisions issued by SAMA. The Audit
Committee member shall immediately inform the
Company in writing upon the occurrence of such a
change and shall not attend any meeting of the Audit
Committee held after the date of the change.

6.1 The Audit Committee shall consist of at least three
members and at most five members, the majority
of which shall be from outside the Board.

6.2 The Audit Committee members shall not include the
Company’s executives, employees, or consultants.

6.3 The Audit Committee members shall not include
board members, executives, employees, consultants,
representatives of any parties connected to the
Company, including but not limited to:

Major shareholders and founders.

External auditors.

suppliers

The Company’s customers.

The legal persons who have first-degree
relationships with the Company’s Board of
Directors or executives or have any financial or
business relationship therewith

®o0 o

6.4 An Audit Committee member shall not be a member
of a Board or an Audit Committee of any other
company operating in the insurance sector in the
Kingdom of Saudi Arabia.

6.5 The Audit Committee member shall not be one of
the executive members of the Board.

6.6 The Audit Committee member nominated for
membership by the board shall be independent.

Audit Committee Charter

6|Page

—n
malath

1 dal pall diad dypae (e Sfiie gunll 22y 55
Gleldial s e ylaY) Galae aligy Hie 50 Calds
Aliie cluds EDB e Y daal el dial

i 1) 8 pdlie dral jall Al gime dyne (35 5.6
o3 (85 ) ) Ay gumell o g s JOAY) il (e 55
 aal g al @l 8 5 Gladas 5l g0 5 6 i a3
AUS AS il £ dxal pall dial pme o5 Al
Laalpall ial gmal ean Wy w13 Gigas @

Al s g ) ey Ny Liall g lainl gl ) suan

JY) Ao eloact &M (e daaljdl dal o S5 6.1
.BJ\J:}“L}J.A.A

Gl e daal el Al e o Yy 6.2
e bt ) Lgadla g o) AS )01 8 (pudail)

813 e eliae aalf Laalll sime ()6 Vi any 6.3
Y JEdl dass e agie s 4S il A8l (553 Cal LY
() pasll

Crsal) o Caaliadl LS

O Al al @
sl Lz

Alle A8 aghay 3 (il () s jlie V) (alaiy)
Odaar (A Aaall e E S A lad
AS Ll b Gl (il sl S 4S5 5 )

‘o

Odae L Toune daal ol dal me o5 Y Gany 6.4
glad b Jaai 5 Al 358 G daal je Zial i 5,0
A gradl Ay el ASlaall Lyl

elac V) aal daal )l diad e 58 Vi cany 6.5
5‘)‘3}“&&“@0&&3&3\

A guaal el 3,0Y) udae gme (05S Of e 6.6
Sina L3l

Draft 1.0

CONFIDENTIAL



6.7 No Audit Committee Member shall simultaneously
serve on the audit Committees of more than four public
companies.

6.8 The Board shall ensure that the members of the Audit
Committee are appropriately qualified to discharge their
responsibilities. At least two Audit Committee members,
including the Audit Committee Chairman, are specialized in
finance and accounting.

6.9 Any person who works or has worked in the Company's
finance Department, the Executive Management or for the
Company’s external auditor during the preceding two years
may not be a member of the audit Committee.

7.1 The shareholders shall, after obtaining SAMA’s
written no-objection appoint the Audit Committee’s
members, Board shall appoint one of Audit
Committee’s members as a Chairman thereof.

7.2 The Chairman of the Board shall not be a member
or Chairman of the Audit Committee.

7.3 The Chairman of the Audit Committee shall not be
related to the other members of the Board or have any
financial or business relationship with any members of
the Board.

7.4 The Chairman of the Audit Committee of the Board shall
not have a relationship with Senior Management of the
company that could affect his independence.

7.5 The Audit Committee shall appoint a Committee
Secretary from the Company's staff to handle its
administrative tasks, prepare meeting minutes and
ensure that its Chairman and the Members sign these
minutes, and schedule the Audit Committee’s meetings
in coordination with its Chairman.

7.6 The Audit Committee Secretary must document and
keep meeting minutes in a special register.
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7.7 The Secretary of the Audit Committee shall not be a
Secretary of any other board Committee.

8.1 Every member of the Audit Committee shall be eligible
for remuneration for each Committee meeting attended as
following:

- Meeting Allowance equivalent to the Board members’
meeting allowances.

- Annual Bounce as the Nomination and Remuneration
Committee initiates, recommend by the Board of Directors
and incorporated in the Board’s annual report that is
presented to the General Assembly for its approval.

8.2 The Secretary of the Audit Committee shall be eligible
for remuneration for carrying out his or her functions for
each Committee meeting. The amount of such compensation
shall be determined by a decision issued by the Board of
Directors.

9.1 The tasks of the Audit Committee shall include but not
be limited to the following:

a. Recommending to the Board to approve the appointment,
reappointment or termination of external auditors. This
may include ensuring that the nominated external auditors
have the necessary  experience in  auditing
Insurance/Reinsurance companies.

b. Appointing or dismissing the Compliance Manager and
Internal Audit Manager after obtaining SAMA’s written
non-objection.

c. Ensuring the independence of external auditors from the
Company, the Board members and the senior
management of the Company.

d. Ensuring the independence of the internal audit
department or the internal auditor & compliance
department in performing their tasks, and ensuring that
there are no restrictions on their scope of work or any
impediments that might negatively affect their work.

e. Discussing the annual and interim quarterly financial
statements with the external auditors and the Company's
Senior Management before the issuance thereof.
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. Reviewing and auditing annual and interim quarterly
financial statements and making recommendations
thereon for the Board.

. Reviewing the audit plan of the internal and external
auditors.

. Reviewing, approving, and the
implementation of the compliance plan.

monitoring

Reviewing critical accounting policies and procedures as
well as the modifications that might be introduced thereto.

Coordinating between internal and external auditors.

. Reviewing the external auditors', Internal Auditor’s &
compliance  department’s  reports and  making
recommendations thereon for the Board.

. Assessing the efficiency, effectiveness and objectivity of
work performed by the external auditors, the Internal
Audit Department, and the Compliance Department.

. Reviewing the comments of SAMA and other relevant
supervisory and control entities related to any regulatory
violations or corrective actions requested and making
recommendations thereon for the Board.

. Reviewing the internal and external auditors' assessment
of internal control procedures.

. Reviewing related parties’ transactions and their
contracts.
. Reviewing the  Actuary reports and making

recommendations thereon for the Board.

. Ensuring the Company's compliance with the Actuary’s
proposals and recommendations, where these are
mandatory and required by Regulations or SAMA’s
instructions.

. Following-up the reports issued by SAMA and other
relevant supervisory and control entities and making
recommendations thereon for the Board.

. Determining the monthly salary, bonus and other
remuneration of the Internal Audit Department &
Compliance Department in accordance with the
Company’s internal by-laws approved by the Board.
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t. Ensuring the Company has a written code of conduct duly
approved by its Board of Directors to ensure that the
Company’s activities are conducted in a fair and ethical
manner.

u. Following-up on the important lawsuits filed by or against
the company with the compliance department Manager
and submit periodic reports to the Board of Directors.

v. Ensuring the optimal use and controls of information
technology necessary to generate accurate and reliable
information and data are in place.

w. Investigating any issues raised by the Company's chief
financial officer or any person assuming his/her duties or
the Company's compliance officer or external auditor.

X. Ensuring the Company's compliance with the relevant
laws, regulations, policies and instructions.

y. The audit Committee shall develop arrangements that
enable the Company’s employees to confidentially
provide their remarks in respect of any inaccuracies in the
financial or other reports. The audit Committee shall
ensure that such arrangements have been put into action
through an adequate independent investigation in respect
of the error or inaccuracy, and shall adopt appropriate
follow-up procedures.

10.1 The Audit Committee members are accountable to
SAMA, the Company’s shareholders and the Board for
implementing the provisions of this charter and executing the
Audit Committee’s action plan issued by a Board's decision.

10.2 The Committee members should, while performing their
tasks, give priority to the company’s interest against any
other considerations that might affect their work or decisions.

10.3 If a conflict arises between the recommendations of the
audit Committee and the Board resolutions, or if the Board
refuses to put the Committee's recommendations into action
as to appointing or dismissal the company's external auditor
or determining its remuneration, assessing its performance or
appointing the internal auditor manger or compliance
manger, the Board’s report shall include the Committee's
recommendations and justifications, and the reasons for not
following such recommendations.

10.4 The Audit Committee’s Report: a) The report of the
audit shall include details of its performance of its
competencies and duties stated in the Companies Law and Its
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Implementing Regulations, provided that the report contains
its recommendations and opinion on the adequacy of the
internal and financial control systems and risk management
systems in the Company.

b) The Board shall make available sufficient copies of the
audit Committees' report at the Company's head office, in ten
days at least before General Assembly when publishing the
invitation to convene the General Assembly, to enable
shareholders to get a copy thereof. Summary of the report
shall be read at the General Assembly.

11.1 The Audit Committee meetings shall not be held
without the presence of at least half of its members.

11.2 The Audit Committee shall meet at least six times a
year, include an annual meeting with the Board of Directors.
The Audit Committee is entitled, if the need arises, to hold
other meetings in response to any of the following cases
including but not limited to:

a. Upon the request of the Chairman of the board.

b. Cases in which the external auditor, internal auditor,
compliance Manager or actuary requests a
Committee meeting due to reason that requires so.

c. Meetings on other issues such as:

- Financial and audit issues
- Compliance issues
- Conflicts of interest
Professional and ethical codes of conduct

12.1 The Audit Committee’s decisions shall be determined
by the majority of the members’ votes. In case of equal
votes, the Committee’s Chairman shall have the casting vote,
provided that the Audit Committee’s Secretary shall record
the views of all sides in the meeting minutes.

12.2 Voting on the Audit Committee’s decisions on behalf
of, or by proxy from, any other member is not allowed.
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13.1 The Audit Committee is entitled to invite, if the need
arises, whomever it deems relevant from inside or outside the
Company to attend its meetings.

14.1 The relevant issues between the Audit Committee and
the external auditors shall include (at minimum):

a. Key amendments made by the Company to its accounting
policies.

b. Material conflicts with the management regarding any
issue pertaining to the safeguarding of invested assets.

c. Violations of Laws, Regulations and Instructions issued
by the supervisory and control entities or non-compliance
with the Company’s policies and procedures.

d. Comments of other auditors (of external, non-Saudi
Arabian, branches) on accounting procedures, reports and
professional conduct.

e. Deficiencies in the general structure and performance of
internal control systems.

f. Material errors in financial statements.

g. Management decisions and the basis on which the
external auditors relied to validate critical accounting
estimates, such as technical provisions and reserves.

h. Accounting principles and standards and disclosure
decisions related to extraordinary transactions.

i. Adequacy of technical provisions and reserves set by the
Actuary.

J- Actuary’s Reports relevant to the Financial Statements.

k. Any major problems in dealing with the management that
affected the working of the audit.

I. Internal control and the assessment of the Company’s
assets and solvency.

m. Any other issues that the Committee is aware of and falls

within its responsibilities.
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n. Any amendments introduced to the audit scope and the Lelaasd 5 daal el Jleef Blas e cdass 6l
reasons thereof.

0. Reviewing letters to management prepared by the Oal oyl JB e 2elll BolaY) lba daad e

external auditors and the Company's management Adga A8 AN B o) il ya g ca AT
comments thereon.
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