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1 Abbreviations

Serial Term Abbreviations @l laiay) bl PN
(ealial
1. | Capital Market Authority “CMA” o ALl 3l 2 \
2 Sauﬁl Arablan Monetary “SAMA”
Authority i allc syl oyl 2l s 5 ;
Council of Cooperative Health
3. 113 t1) "
Insurance CCHI Wl Sl aall lecall s v
J .
4. | Board of Directors “Board” 1 adaallt 3,10y alae .
5. H H 113 . 9
Audit Committee Committee il RN .
6. | Chief Executive Officer “CEO” g
ot ) pus
" sl A
7. | Internal Audit Function “IA”
el . o
K] lalall dxal yall Ay v
8. | Compliance Function “Compliance”
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2 Charter Introduction

2.1

2.2

Charter Purpose

This Charter defines and documents the specific
responsibilities vested by the Board of the
Company to its Audit Committee and the manner
in which the Committee will operate.

The Committee shall operate under the Board’s
oversight, and shall provide the Board with its
reports and recommendations based on its findings
in the course of exercising its functions.

The details presented in this document guide the
activities of the Committee. The document covers
the purpose of the Committee, membership
structure, and Responsibilities of the Committee.

This Charter has been created to meet the relevant
regulatory requirements and the Company’s
policies and procedures.

Charter Distribution

The Charter shall be distributed to Board directors,
members of the Committee, Head of Internal Audit,
Head of Compliance, Head of Legal and
Governance Affairs and executive management
members of the Company for their reference and
their understanding of the Committee’s authorities,
processes and operations. The Committee
Secretary shall be the owner of the Charter and
shall ensure compliance to policies in the Charter.

Distribution of the Charter or parts/sections of the
Charter to external parties is expressly prohibited
unless duly approved. Any such distribution shall
be limited to auditors of the Company and other
eligible third parties.
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2.3 Queries and Policy Violations

All queries in respect of policies contained in the
Charter shall be referred to the Committee
Secretary who shall address such queries, as soon
as, possible.

A breach of any policy and/or procedure in this
Charter shall be reported immediately to
Committee Chairman and the matter shall be
investigated for appropriate resolution as per the
Company policy.

2.4 Charter Amendments

The Charter shall be reviewed at least once in a year
in order to be updated in line with the regulatory
changes and requirements and applicable best
practices. Amendments to the Charter shall be
carried out by the Audit Committee in cooperation
with the Committee’s Secretary and reviewed by
the Legal and Governance Affairs and Governance
Committee and approved by the full Board in its
meeting(s). A copy of the updated Charter must be
reviewed by Compliance Department in order to
maintain a high level of compliance with all related
rules and regulations.
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3. Definition of Key Terms

1. Board of Directors: The Board as accepted by the

laws in the Kingdom of Saudi Arabia.

Senior Management: Chief Executive Officer, their
deputies, Chief Financial Officer, Managers of key
departments, officers of risk management, internal
audit, and Compliance Functions, and similar
positions in the Financial Institution, in addition to
incumbents of any other positions determined by
SAMA.

Audit Committee: 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, Regulations,
and Instructions in addition to the requirements set

forth in this Regulation.

Compliance  Department:  An  independent
department that reports to the Audit Committee and
administratively to the Chief Executive Officer
(CEO). Its mandate is to ensure the Company’s
compliance with the laws, regulations, instructions
issued by SAMA and the other Regulatory Bodies.
The department submits, to the Audit Committee,
reports on the Company’s violations of the Laws,
This definition

Regulations, and Instructions.

applies to the Compliance Officer.
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Internal Audit Department: An independent
department that reports to the Audit Committee and
administratively to the Chief Executive Officer
(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. This definition

applies to the Internal Auditor.

Chief Executive Officer or CEO: The officer with
highest rank in the senior management of the
Company, who is in charge of its daily
management, regardless of the title of his or her

position.

Executive Board Member: A member of the Board
who is also a member of the executive management
of the Company and participates in the daily affairs
of the Company and earns a monthly salary in

return thereof.

Non-executive Board Member: A member of the
Board who provides opinions and technical advice
and is not involved in any way in the management
of the Company and does not receive a monthly or

an annual salary.

Independent Board Member: A member of the
Board who enjoys complete independence. This
means that the member is fully independent from
management and the Company. Independence is

the ability to judge things after taking into account
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all relevant information without undue influence

from management or from other external entities.

In accordance with Article 6 of Insurance
Corporate Governance Regulations of SAMA
Independence cannot be attained by a Board
member in the following situations, including but

not limited to:

a) Being a Significant Shareholder in the
Company, or in a Related Company,
working for or representing a Significant
Shareholder.

b) Being a member of the Board in a related
Company or one of its subsidiaries, or

having been one during the past two years.

c) Being a member of the Board of the
Company for more than nine years.

d) Holding a Senior Management position in
the Company, or in a related Company, or
having held one during the past two years.

e) Being an employee with the Company,
with a related Company, or with a
Company that provides services to the
Company (e.g., external auditors,

consulting firms, etc.) or having worked

with any one of the above during the past

two (2) years.

f) Being a Related Person of a member of the
Board or Senior Management of the

Company or of a related Company.

g) Having a contractual or business
relationship with the Company (either
directly or through an entity in which he or
she is a Significant Shareholder, a Board

member, or a manager) which resulted in
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h) Being under any financial obligation
towards the Company or any members of
its Board or Senior Management that might
limit the exercise of independence in

judgment and decision making.

10. Board Secretary: A person appointed by the Board, laa i o) Ll 4 aal sodadl o cud Ve
for its term, to arrange the Board activities and ac it el el ansill alaals 535 il 5_laY)
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The Secretary can be a member of the Board or AL st a5l s

form the Company’s staff.

11. Senior Positions: members of the Board and senior )
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management.
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4.1

4.2

4.3
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Audit Committee Terms of Reference

Introduction

The Audit Committee Charter sets out the specific
authorities and responsibilities delegated by the
Board to the Audit Committee (the “Committee’)
to ensure oversight on financial and other related
transactions of the Company.

The Audit Committee Charter describes in detail
the purpose, the composition, and key
responsibilities of the Audit Committee. The Audit
Committee should adhere to the policies and
practices as laid down in the Charter to effectively
fulfil its responsibilities towards the Company and
its Shareholders.

Compliance Requirements

In accordance with SAMA requirements the
Company must establish written internal control
procedures to ensure and monitor compliance with
SAMA regulation for Insurance and Reinsurance
companies. The Company shall maintain adequate
records to demonstrate compliance with the Audit
Committee Regulation in Insurance and/or
Reinsurance Companies of SAMA including but
not limited to, the Audit Committee’s minutes of
meetings, reports and recommendations. The
Company shall also ensure that all contracted
parties comply with SAMA Audit Committee

regulations.

Role of Board of Directors

The Board shall be fully responsible for the Audit
Committee’s businesses in pursuance of the
regulations and instructions under which the
Company operates and ensuring the efficiency and
effectiveness of the Company’s controls a
financial reports, as well as, safeguarding the
assets of the Company.
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The obligations of the Board of Directors shall
include the following:
1. The Board shall select the Audit

Committee Members, define its terms of
reference, its term of office and
recommend it to the General Assembly for
its approval.

2. The Board shall ensure that the Company
has in place an appropriate organizational
structure, written internal policies and
regulations that must be periodically
reviewed, and the system and methodology
for reporting within the Company on the
different issues that fall within the remit of
the Audit Committee for monitoring and
reporting purposes of Compliance issues.

3. The Board and Senior Management shall
provide all access, information and support
to the Audit Committee, Internal Audit,
and Compliance to facilitate their work.

4. The Board shall formulate the
responsibilities and functions of the Audit
Committee and incorporate them in the
minutes of a Board meeting, including the
authority to investigate any activity within
its Terms of Reference.

5. The Board shall ensure that the Audit
Committee plays an oversight role and
does not make any administrative
decisions or carry out any executive
functions.

Committee Authorities

The Audit Committee shall have the authority to
contact the Board, senior management of the
Company, all employees, committees, legal
advisors, internal and external auditors in the
Company’s Head Office and/or branches and other
parties related to the Company; request that the
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Board calls for a General Assembly Meeting if its
activities have been impeded by the Board or if the
Company has suffered significant losses and
damages.

The Audit Committee shall also have the authority
to review all private and confidential records and
documents necessary to perform its activities. It
shall have the right to seek the assistance of any
external consultant to do specific tasks in order to

assist it in performing its work.

Key Roles of the Committee

The key roles of the Committee

are:

1. To assist the Board in maintaining its
oversight over the affairs of the Company.

2. To implement the Code of Ethics of the
Company.

3. To ensure the integrity of the Company’s

financial statements.

4. To ensure the Company’s compliance to
applicable legal and other regulatory

requirements.

5. To recommend to the Board the
appointment of external auditors (duly
authorized by CMA) or their replacement

and determine their fees.

6. To validate, periodically, the qualifications
of the Company’s external auditors and

verify and ensure their independence.
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7.

10.

11.

12.

13.

14.

15.

To monitor the performance of the
Company’s internal audit function and the

external auditors.

To evaluate, constantly, the adequacy of

internal control systems in the Company.

To recommend the appointment, transfer,
and discharge of the Compliance Officer
after obtaining SAMA’s written non-

objection.

To recommend the appointment, transfer,
and discharge of the Internal Auditor after

obtaining SAMA’s written non-objection.

To ensure the independence of the Internal
Audit department or The Internal Auditor
in performing their tasks, and ensuring that
there are no restrictions on their scope of
work or any impediments that might
adversely affect their work.

To evaluate the performance of the Internal
Auditor and the performance of the internal
audit team, as appropriate.

To ensure the independence of the

Compliance Department  or  the
Compliance Officer in performing their
tasks, and ensure that are no restrictions on
their scope of work or any impediments

that might negatively affect their work.

To prepare reports as required by

regulatory agencies.

To review reports prepared by the

Company’s external and internal auditors.
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THE MEDITERRANEAN & GULF COOPERATIVE
INSURANCE & REINSURANCE CO. (S.J.5.C)

16. To keep itself abreast of local and
international development in accounting

standards.

The Committee shall assess the matters that fall
within its authority or those referred to it by the
Board and shall communicate its recommendations
to the Board to issue decisions in connection
therewith. The Committee shall take decisions in
regards to these matters if delegated by the Board.
The Committees may seek assistance from any
experts or specialists, whether internal or external,
within the scope of its powers. This shall be

included in the minutes of the Committee meeting.

Responsibilities of the Committee

The responsibilities of the Audit Committee shall
be as follows:

1. Financial statement and disclosure matters:

The Committee shall be responsible for
reviewing the financial statements of the
Company, the reports and the notes
submitted by the external auditor and
provide its opinion thereon. It shall be
responsible for ensuring fairness and
transparency of the Company’s periodic
financial statements. The Committee shall
review and discuss the following with the
management, internal auditor(s), and
external auditors as it deems fit:
a) The integrity of annual audited
financial statements and the

Company’s disclosures.

b) Quarterly financial statements and
the Company’s disclosures and

recommendations to the Board.

15
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THE MEDITERRANEAN & GULF COOPERATIVE
INSURANCE & REINSURANCE CO. (S.J.5.C)

MEDGULF

¢) Any significant financial reporting

issues, judgments, and use of
estimates made in connection with
the preparation of the Company’s
financial statements, including any
significant changes in the
Company’s selection or
application of accounting

principles.

d) The critical accounting policies

and practices of the Company.

e) Regulatory and  accounting
initiatives or actions applicable to
the Company (including stock
exchange investigations  or

proceedings).

The Committee shall review in conjunction
with the CEO and CFO, the Company’s
internal and disclosure controls and

procedures for financial reporting,

including, deficiencies, material
weaknesses, potential opportunities for
fraud, or any corrective actions that need to
be taken with regard to existing controls

and procedures for financial reporting.

Internal Controls

The Committee shall be responsible for:

a) Reviewing the effectiveness of the

Company’s  internal  control
system, including, IT security and

controls.

b) Discussing with management the

Company’s major risk exposures

16
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THE MEDITERRANEAN & GULF COOPERATIVE
INSURANCE & REINSURANCE CO. (S.J.5.C)

and the steps that have been taken

to monitor and manage/ control

such exposures.
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internal
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The Committee shall prepare a report on

the adequacy of the Company’s internal

control system and related activities
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within its jurisdiction.

External Audit

The Committee shall be responsible for:

a)

b)

c)

d)

Making recommendations to the
Board regarding the appointment,
re-appointment, or removal of the
external auditors and ensuring

their independence.

Evaluating the external auditors’
qualifications, performance, and
independence, and presenting its
assessment to the full Board at

least on an annual basis.

Investigating the underlying issues
in the case of external auditor
and

resignation considering

whether any action is required.

Assisting the Board in establishing

polices regarding the Company’s

17
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THE MEDITERRANEAN & GULF COOPERATIVE

INSURANCE & REINSURANCE CO. (S.J.S.C)
hiring of current or former

employees of its independent

auditors.

e) Reviewing the external auditors’
proposed audit scope and
approach, including coordinating

audit effort with internal audit.

f) Reviewing the external auditors'
reports and making
recommendations thereon to the

Board.

g) Meeting on a regular basis
separately with external auditors to
discuss any matters that the
Committee or the auditors believe
should be discussed in complete

confidentiality.

4. Internal Audit

The Committee shall be responsible for:

a) Evaluating, at least, annually, the
performance, of Internal Auditor
and the Internal Audit Department
and making recommendations, as

appropriate.

b) Evaluating/ reviewing and
approving the Annual Audit Plan,
internal audit reports and the status
of planned and/ or completed

corrective action plans.

¢) Commenting on various audit
observations and reports, as

appropriate and making

18
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THE MEDITERRANEAN & GULF COOPERATIVE m m
INSURANCE & REINSURANCE CO. (S.J.5.C) (A

recommendations to the Board, as

appropriate.

5. Compliance

The Committee shall be responsible for:

a) Reviewing the effectiveness of the
system for monitoring compliance
with laws and regulations and the
results of management’s

investigation and  follow-up

(including disciplinary  action
taken) in the instance of any non-

compliance.

b) Reviewing,  approving, and
monitoring the implementation of

the compliance plan.

c) Reviewing the findings of any
examination by regulatory
agencies and observations of

auditors.

d) Obtaining regular updates from
management and the Company’s
counsel

legal regarding all

compliance related matters.
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THE MEDITERRANEAN & GULF COOPERATIVE
INSURANCE & REINSURANCE CO. (S.J.5.C)

6. Other Duties

The Committee shall also be responsible
for:
a) Annually reviewing the absence of
any conflicts or related party
transactions in respect to key

employees.

b) Reviewing and discussing with the
external auditors, internal auditors
and the management on the extent

of the applicable changes or

amendments to the existing
financial and accounting
procedures.

¢) Reviewing critical accounting

policies and procedures, as well as,
the likely modifications that might
be introduced.

d) Reviewing disclosures to be made
in respect of related party

transactions.

e) Advising the Board in respect to

the Company’s policies and
procedures compliance to
applicable laws and regulations
and compliance  with  the
Company’s Code of Business

Conduct.

f) Instituting and overseeing special

investigations, as necessary.

g) Reviewing the comments of
SAMA and

supervisory and control entities

other  relevant

20
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THE MEDITERRANEAN & GULF COOPERATIVE
INSURANCE & REINSURANCE CO. (S.J.5.C)

h)

)

K)

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 the Actuary reports and
making recommendations thereon
to 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

supervisory and control entities

and other relevant

and making recommendations
thereon to the Board.

Determining the monthly salary,
bonus and other remuneration of
the Internal Audit Department or
the Internal Auditor in accordance
internal

with the Company’s

bylaws approved by the Board.

Determining the monthly salary,
bonus and other remuneration of
the Compliance Department or the
Compliance Officer in accordance
internal

with the Company’s

bylaws approved by the Board.
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n) 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.

0) Following-up on the important
lawsuits filed by or against the
Company and submitting periodic

reports thereon to the Board.

p) Reviewing with the Company’s
legal counsel, legal matters
relating to financial transactions,
fraud, or any other issue that could
have significant impact on the

Company’s annual reports.

q) Ensuring the optimal use and
controls of information technology
necessary to generate accurate and
reliable information and data are in

place.

7. Reporting Audit Findings

The Committee shall provide an update to
the Company’s Board of Directors as
follows:

a) The Committee, after each
meeting shall identify matters in
respect of which it considers that
action or improvement is needed,
including those matters where the
Committee is dissatisfied with any

aspect of internal control, financial

22
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reporting or audit related activities

including, the independence and
performance of the external
auditors, or any other matter the
Committee deems appropriate to
consider while making
recommendations for corrective

action.

b) The Committee shall bring to the
attention of the Board, material kel Llaadll (I alaal) olim) dsalll i (o
issues, as well as, complaints o slaadly Glati A Caadl i/ sl
and/or concerns relating to bl 5l daalpdl 5 bl dpdadll Loy sl
accounting, internal accounting  Ax)e JAY) e Tsis Lialll (5 a0 LS 5 A0
controls, auditing or other matters, ¢/ YL Bl A A, 5 )8 Jos palaall aa
and, at least annually, review with Adalall L gually
the Board the Company’s report
regarding compliance  with
internal controls.

¢) The Committee shall submit to the

Gl Sl clsidy ladle Lall 8 (¢

Gdaal Gl wooll A saaiadl Zalll g laial

Board a summary of discussions
held in Committee meetings
during the preceding quarter for Letnal o o5l 3 )1Y)

review by the Board.

d) Provide at least annually to the

Board, a report on the X . . -
alll iy e BV o Gulaall (5 5 5 )5 i (2

Allad Gl Lgilaaa i g calall Lgdlal 5 elill g jusal

Committee’s discharge of its

responsibilities, overall

Al Jee
performance, and
recommendations for

improvement effectiveness of the

Committee.

23



5.1

MEDGULF cale an

THE MEDITERRANEAN & GULF COOPERATIVE
INSURANCE & REINSURANCE CO. (S.J.5.C)

Committee Structure and Term
Membership of the Committee

As per Article 101 of Companies Law 2015, Article
12(5) and Article 54 (a) of Corporate Governance
Regulations of CMA, the Audit Committee shall be
formed from non-executive directors whether from
Shareholders or others, under a resolution adopted
by the Ordinary General Assembly. The majority
of the Audit Committee members shall be

independent.

The number of the members of the Audit
Committee shall not be less than three or more than
five, provided that one of its member is specialised
in finance and accounting. The nomination of
Committee members shall be based on the
recommendation of the Nomination &
Remuneration Committee. The Board may request
the removal of a member after obtaining SAMA’s
written no-objection, subject to resolution by the
General Assembly. In case of death or resignation
by a member of the Audit Committee, the Board
shall appoint a new member as a replacement,
whose appointment shall be ratified in the next
General Assembly.

The Committee shall not include:

1. Any person who works or has worked in
the Company's finance Department, the
senior management, or for the Company’s
external auditor during the preceding two
years may not be a member of the Audit

Committee.

2. Board members, executives, employees,
consultants, representatives of any parties
connected to the Company, including but

not limited to:
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THE MEDITERRANEAN & GULF COOPERATIVE
INSURANCE & REINSURANCE CO. (S.J.5.C)

a) Major Shareholders and founders.
b) External auditors.

c) Suppliers.

d) Company’s customers.

e) The legal persons who have first-

degree relationships with the
Company’s Board or executives or
have any financial or business

relationship therewith

3. Board Member or member of an Audit

Committee of any other Company
operating in the insurance sector in the

Kingdom.

The Audit

independent and shall not serve simultaneously on

Committee  members shall be
the audit committees of more than four public
companies. The Board shall ensure that the
Committee Members are appropriately qualified to
discharge their responsibilities and at least two
Committee Members, including the Committee
Chairman, have recent and relevant accounting or
financial management expertise or experience.
The Board may dismiss a Committee member after
SAMA’s approval in case the concerned member is
unable to satisfy the terms of Committee
membership or breaches applicable regulations and
the approval of the General Assembly. The
membership will be deemed to have terminated
automatically in the case of any change that
breaches a member’s terms of membership as per
applicable SAMA regulations’.

A Committee member may resign from the

Committee by giving a month’s notice to the Board.
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The Company shall notify SAMA in writing in the o 3oe Ll Aalll Gy gume b AT Tgume ulaall (pny 8

case of resignation of a Committee member along Jomanll any 55 )2 Li & gunall Conpual (f Mo el () gt
with the reasons for resignation within five (5) A8) gall 5 g3 graall (3 yall S A 5a (0 Aailas p2e e
working days from the date of resignation. Aedall dalall dmanll g laial (8 Gl o
A Committee member shall be deemed to have
resigned if the member fails to attend more than
three consecutive Committee meetings without
presenting the Board with a valid reason.

The Board may appoint another member to a vacant

membership of the Committee within one month of the

membership falling vacant after obtaining SAMA’s

no-objection and approval of the nomination in next

General Assembly meeting.
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5.2 Term of the Committee
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The duration of appointments to the Committee shall be )
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for a period of up to three years, which may be extended

by the General Assembly of the Company for another

term of three years after obtaining SAMA’s written no-

objection for one time only. 2ay dnal all diall s elimef G aaall udaall 3oy
35l o yal) 35 Aons 5 Anilan a2 e J geanll

A new Board shall have the right to appoint new Audit
Al Anand) 4881 ga 2ic 5 AU

Committee members after obtaining SAMA’s written no-
objection and upon approval of the General Assembly.
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5.3 Committee Chairman
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One of the Committee members shall serve as the
Chairman of the Committee. The Chairman of the
Committee shall be designated by the Board. Neither the
Chairman of the Board ). The Board, after obtaining
SAMA’s written no-objection, shall appoint the selected
Committee member as the Committee Chairman. The
appointment of the Chairman of the Committee shall be

approved by the General Assembly.
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The Committee Chairman shall perform the following
duties:

1. Assume responsibility and be accountable to the
Board for the proper functioning of the Committee.

2. Prepare/ approve the agenda of the Committee
meetings after consultation with other Committee

Members.

3. Review requests from other Committee Members,
staff and/or any other party to participate in the meetings
of the Audit Committee whenever it is deemed

necessary.

4. Ensure appropriate documentation of the activities
and decisions of the Committee and notify the Board,

and perform the necessary follow up as required.

5.  Submit periodic reports to the Board and the

General Assembly

5.4 Committee Secretary

The Committee shall appoint a Committee
Secretary to perform the following duties:
1. Prepare the agenda of the Committee

meetings after consultation with the
Committee Chairman and other Committee
Members.

2. Schedule meetings in coordination with the
Committee  Chairman and  provide
notification of meetings to Committee
Members.

3. Prepare minutes of the proceedings and
resolutions of all meetings of the
Committee and obtain approval of the
minutes from all Committee Members.

4. Circulate approved minutes to all Members
of the Committee.
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The Committee Secretary shall not be a secretary
of any other Board Committee. The Committee
Secretary shall document and keep Committee
meeting minutes in a special register.

The Committee Secretary shall be eligible for
remuneration for carrying out his/ her functions for
each Committee meeting. The amount of such
compensation shall be determined by a decision of
the Board based on the recommendation of the
Company’s  Nomination &  Remuneration
Committee.

5.5 Responsibilities of Committee Members

Committee Members shall be accountable to SAMA, the
Shareholders and the Board for
implementing provisions of applicable regulations and

Company’s

executing the Committee’s action plan issued by a
Board's decision. The Committee Members shall, while
performing their tasks, give priority to the Company’s
interest against any other considerations that might
affect their work or decisions. The general
responsibilities of the Audit Committee members shall
include:

1. The members shall make every effort to attend all
Committee meetings and to effectively participate in
discussions. The members shall inform the Chairman of
the Audit Committee in writing if they cannot attend a

meeting

2. The members shall maintain the confidentiality of
the Company's trade secrets gained through performing
their duties and shall not publicize confidential
information to Shareholders out of the General
Assembly or to any other party. If members are found to
be in breach of this, they shall be dismissed from the
Committee and can be held responsible for the financial

damages caused by such announcements.
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3. The members of the Audit Committee shall not
execute any management job in the Company even by
way of consultancy.

4. The members shall carry on good performance in
executing their duties and responsibilities and shall be

updated in their domain in the interests of the Company.

5.  The members shall be honest, truthful, objective

and independent in performing their duties.

6. The members shall not participate in any
occupation that can violate the Company’s Code of
Ethics or the Conflict of Interest Policy or its principles.
Moreover, the members shall not accept any occupations
that are liable to give rise to conflicts of interest with the
Company and those which may prevent them from
executing their duties objectively and independently.

7. The members are required to disclose all personal
interests (including shares' ownership in the Company)
and their nature that are executed with the Company and
any personal relation with the Board of Directors and the

Chief Officers.

A Committee member shall inform the Company, in
writing, immediately upon any change in his/her
membership terms and shall not attend any subsequent

meetings of the Committee.
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Committee Meetings

The Committee will develop a detailed annual action plan
that includes the key topics to be discussed during the
year, as well as, meeting dates. The Committee shall meet
six times on a regular basis and at least once annually with
the Board. If required the Committee shall meet more

frequently when:
1.  The Chairman of the Board requests a meeting.

2. The external auditor, Internal Auditor, or the

Compliance Officer requests a meeting.

3. Todiscuss matters such as:

a)  Financial and audit issues.

b)  Compliance issues.

c)  Conflicts of interest issues.

d)  Professional and ethical codes of conduct.

All Committee Members shall be expected to attend each
meeting and the minimum quorum for a meeting of the
Committee shall be at least half the Members of the
Committee. The Committee may meet periodically in
separate executive sessions with any department of the
Company and may have a direct and independent
interaction with other people from time to time at the
discretion of Committee Members. Attendance of the
Committee’s members can be through physical and/or
teleconferencing and/or videoconference.

The Committee may invite the management, auditors or
others to attend the meetings and provide pertinent
information, as necessary or if deemed relevant. The
Chairman of the Committee shall notify the Members of
the day, date, time and place of the meeting, five (5)

working days prior to the date of the meeting.
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The minutes of each Committee meeting shall be
circulated to the Board and Committee Members after a
meeting is held. At each Board meeting, the Chairman of
the Committee shall place a summary of Committee
meetings held during the preceding quarter for review of
the Board.

Voting Rights and Committee Decisions

While Members of the Committee seeks to make
decisions by consensus, but in case of differences
of opinion on certain issues or decisions a voting
shall be carried out. Each member of the
Committee attending the meeting shall have the
right to vote on the issues or decisions of the
Committee. Committee decisions shall be decided
by a majority vote and in the case of a tie, Chairman
of the Committee shall have a casting vote. Proxy
voting on Committee decisions shall not be
allowed. Invitees to Committee meetings who are
present and are not Members of the Committee
shall not have the right to vote on any issue or
decision of the Committee.

The Committee is permitted to take a required
action/decision without a meeting, through the
circulation of the Committee “resolution” and if
consent of two-thirds of the members of the
Committee is obtained in writing. Such written
consent shall have the same force and effect as a
unanimous vote of the Committee. The decisions of
the Committee shall be recorded by the way of a
circular that is signed by all the members of the

Committee.
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Committee’s Interaction with External Auditors
The Committee, at a minimum, shall review the

following with the Company’s external auditors:

1. Key amendments made by the Company to its

accounting policies.

2. Issues where there are a material conflicts with the
management especially those issues pertaining to

safeguarding of invested assets.

3. Matters relating to breach of laws, regulations and
instructions issued by the supervisory and control
authorities or matters relating to non-compliance with

the Company’s policies and procedures.

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

5. Deficiencies in the general structure and

performance of Company’s internal control systems.

6. Matters relating to material errors in the financial

statements.

7. Management decisions and the basis on which the
external auditors relied to validate critical accounting

estimates, such as technical provisions and reserves.

8. Accounting principles and standards and disclosure

decisions related to extraordinary transactions.

9. Adequacy of technical provisions and reserves set

by the Actuary.

10. Actuary’s reports relevant to the financial

statements.

11. Any major problems in dealing with Company’s

management that affected the audit process.
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12. Internal controls and the assessment of the

Company’s assets and solvency.

13. Other issues that the Committee is aware of and
falls within its responsibilities.

14. Any amendments introduced to the audit scope and

the reasons thereof.

15. Reviewing letters to management prepared by the
external auditor and the management comments on the

Same.
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Periodic Reporting to the Board and General
Assembly
The Committee shall periodically update the Board
about the Committee activities. The Committee shall:

1. Submit to the Board a summary of Committee’s
meetings held during the preceding quarter for review
by the Board.

2. Bring to attention of the Board material issues
regarding compliance, accounting, internal accounting

controls, auditing or other related matters.

3. Provide at least annually to the Board, a report

regarding  the  Committee’s  discharge  of

responsibilities, overall performance, and
recommendations for improvement in the design and

effectiveness of the Committee.

In compliance with Article 104 of Companies Law
2015 and Article 14 (c) of Corporate Governance
Regulations the Committee shall prepare an annual
Audit Committee report which shall include the
following:

1. Details of its performance of its competencies and
duties stated in the Company Law and Its
Implementing Regulations, provided that the report
contains its recommendations and the Audit
Committee’s opinion on the adequacy and efficiency
of the Company's internal control and financial control
and risk management systems along with other

businesses within its scope of work.

2. The number of meetings held during the year along
with the number of meetings attended by each

member.

3. The Board shall make available sufficient copies of

the Audit Committees' report at least twenty-one (21)
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The Chairman of the Audit Committee shall ensure
that the external auditor’s report is read at the

Yoo
General Assembly Meeting. (Article 104 of 3

Companies Law 2015).
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Conflict Between Audit Committee and the
Board

In case of a conflict arises between the
recommendations of the 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 Head of Internal
Audit, the Board’s report shall include the
Committee's recommendations and justifications,
and the

reasons for not following such

recommendations.

Remuneration of Committee Members and

Secretary

Every member of the Audit Committee and the
Secretary shall be eligible for remuneration for
each Committee meeting attended. The amount of
such remuneration (fees) shall be determined under
a policy approved by the Board and shall be
reasonable in comparison with Board members'
remuneration. The remuneration of the Audit
Committee members must be determined within
the AGM decision related to the Audit Committee

formation.
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Limitations to Committee’s Role

The Committee has an oversight role and it shall
not plan or conduct any audits or determine that the
Company’s financial statements are complete,
accurate, and in accordance with applicable
accounting standards. This responsibility shall lie
with the Company’s management and the
Company’s external / internal auditors.

Confidentiality of Information

The Committee members shall maintain
confidentiality of all the topics related to the
Committee’s activities. A Committee member shall
maintain confidentiality of matters discussed in
Committee meetings or brought to the notice of the
Committee even after leaving the membership of
the Committee.
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Conflict of Interest

A Committee’s Member shall not have any direct
or indirect interest in the Company’s business and
contracts. A Committee Member shall not take part
in any business or matter that might compete with
the Company, or carry out activities similar to those
performed by the Company. The concerned
Committee Member shall disclose such conflicts of
interest to the Board Secretary prior to commencing
the activities that may lead to conflicts and
obtaining requisite approval(s) and abstaining from
participating, voting or taking part in the decision
making process when there exist such a conflicts of
interest.

The Company shall have the right to claim
indemnification for any losses caused by such
business or acts.

The Company shall not issue or renew any
insurance policy for any of the Committee
Members or their related parties before the full
payment of the due premium. If any Committee
Member submits a request for the payment of a
claim under a policy issued to the Member by the
Company, that claim shall be treated in accordance
with procedures and rules of the Company without
any exception or preference. The Head of
Compliance shall be notified of any payment due to
a Committee Member by the Finance Department.

Review of Charter

The Committee shall periodically review the
Charter to assess its adequacy and make
adjustments, if required and submit the amended
Charter to the full Board to be escalated to the
General Assembly for its approval.
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