Terms of Reference Jand) Ao

for -
Audit Committee Az ) jall ddal
Version (2) (2) SNua)

Approvedby the Ordinary General Assembly on ... ) ) Gl Aalal) dalal) Amanll Ji (e Lo (381 50
corresponding to e TN el 3



In these Terms of Reference, the following
terms shall have the following meanings:

“Board” shall mean the Board of Directors of
the Company.

“CMA” shall mean the Capital Market
Authority.
“Committee” shall mean the Audit

Committee.; and

“SAMA” shall mean the Saudi Central Bank.

1. Introduction

These Terms of Reference have been produced
to identify and formalize the roles, tasks, and
responsibilities of the Committee to comply
with SAMA regulations, Company Law issued
by Ministry of Commerce and Industry in
addition to CMA guidance on corporate
governance and to assist the Committee in
achieving best practice in corporate governance
for the Company.

2. Membership and Attendance

The Committee shall be appointed by
resolution of the Ordinary General Assembly.
The resolution shall include the Committee
responsibilities, guidelines, and the
remuneration of its members.

This charter shall be issued according to the
Board of Directors’ and the General
Assembly’s approval.

The committee shall consist of not less than
three members and not more than five, the
majority shall be independent non-Board
directors and two with financial matters
expertise, including the AC Chairman, and
shall be subject to SAMA’s written approval.

The Board shall appoint the Committee
chairman from amongst the appointed
members. In the absence of the Committee
chairman and/or an appointed deputy, the

Adall

K}ﬂ‘ BJ\A} ( ,.HXAA r\a_a 29 "u.d-‘@-d”"
A g R a3 Mgl

ERNGWETR RPN

.Lﬁ{}*ﬂj‘ Lﬁ)s)‘d\ ity P "‘ng).d\ Sy

Aaia ]

Aeliay paat Jal e oda Jeal) dilis e lia
sl ol DU Lialll sded il gsanally oleally ) saY)
’5)1;3]\ B)\J’j (e JALAJ\ A_a\S).uJ\ e&l} :L.m.n}.d\
O SIS il daS ga Jga gl Clgpa sy deliall
daSsn 84 jlee Jumdl guias 8 45al) saclua Jal

) LA al sl

sganlly dyguanl) 2

OF s Aalal) Lalall Lpmaal) e ) Asall) ol
Sy el Lashpins Ainll ilaga )l b 3003
Liliac

e Auag e 2l sda Jaall AaiY  jaal WS
ale) dnan) A8 gag 5 oY)

Y sbael &3 e Ju Y Lee dialll 5855
slacl pe (e Aiie AnleY) 65 i e
alll () Lagad s pgie GUE1 (5805 311 (e
cill A8la Ghayy Ll Gopidy 3a el

AUS (5 Syl

Oriwaall elme ¥ Ga e Aalll Gty Galaal) Gang



remaining members present shall elect one of
their members to chair any meeting of the
Committee.

Only members of the Committee shall have the
right to attend and vote at Committee meetings
and vote cannot be done by proxy or on behalf
of Committee members. The 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.

Other individuals such as the chairman of the
Board, the Chief Executive Officer of the
Company, the Company’s Finance Director,
other directors, the heads of risk management,
compliance and internal audit, sales, and
representatives from the finance function of the
Company may be invited to attend for all or
part of any meeting as and when appropriate.
The External Auditor, Internal Auditor,
Compliance Officer or Actuary shall have the
right to request a meeting with the Committee
due to reason that requires so.

The Committee shall invite the external auditor
and internal auditor to attend meetings of the
Committee on a regular basis.

Members of the Committee shall be appointed
by the General Assembly for a period of three
years. Such appointment may be extended by a
further three-year term for one time only,
provided the member continues to be
independent.

In case of resignation of an audit committee
member, the board of directors shall
recommend a new audit committee member to
be effective immediately and the resolution of
the new appointment shall be retroactively
obtained from the Ordinary General Assembly.

3. Secretary

The Audit Committee shall appoint a
Committee Secretary (“Secretary”) from the
Company’s staff to handle its administrative
tasks, prepare meeting minutes and ensure that
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its Chairman signs these minutes, and schedule
the Audit Committee’s meeting in coordination
with its Chairman.

The Audit Committee Secretary must
document and keep meeting minutes in a
special register.

The Secretary shall also act as a coordinating
intermediary between the Board and the
Committee.

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

4. Quorum

The quorum necessary for the completion shall
be at least half of the members. A duly
convened meeting of the Committee at which a
quorum is present shall be competent to
exercise all or any of the authorities, powers
and discretions vested in or exercisable by the
Committee.

5. Frequency of Meetings

The Committee shall meet at least six times a
year including an annual meeting with the
Board at appropriate times in the reporting and
auditing cycle and at such other times as the
chairman of the Committee shall require and if
the need arises. Meetings should be organized
so that attendance is maximized.

6. Notice of Meetings and Proceedings at
Meetings

Meetings of the Committee shall be summoned
by the Secretary at the request of any of its
members.

Unless otherwise agreed, notice of each
meeting confirming the venue, time and date
together with an agenda of items to be
discussed, shall be forwarded to each member
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of the Committee, any other person required to
attend, no fewer than ten working days prior to
the date of the meeting. Supporting papers shall
be sent to Committee members and to other
attendees as appropriate, at the same time.

Meetings of the Committee may be conducted
when the members are physically present or in
the form of either video or audio conferences.

7. Minutes of Meetings

The Secretary shall minute the proceedings and
resolutions of all Committee meetings
(including the names of those present and in
attendance) and shall ensure the Committee is
properly constituted and advised.

The Secretary should ascertain, at the
beginning of each meeting, the existence of any
conflicts of interest and minute them
accordingly.

Minutes of Committee meetings shall be
circulated to all members of the Committee and
once agreed, to all other members of the Board
within a period not exceeding fifteen working
days.

8.  Annual General Meeting

The chairman of the Committee (or in his
absence another member of the Committee)
shall attend the Company’s Annual General
Meeting prepared to respond to any
shareholder questions on the Committee's
activities.

The Committee shall prepare a report with its
opinion about the effectiveness of the internal
controls of the company and mention other
works performed by the committee that fall
within its scope of authorization. The Board of
Directors shall place sufficient copies of this
report in the Head Office 10 days before the
general assembly, and to be recited during the
Annual General Meeting.
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9. Committee’s Tasks

The Committee shall, in conducting all of its
duties in accordance with these Terms of
Reference, act in a way it considers in good
faith, would be most likely to promote the
success of the Company for the benefit of its
members as a whole. In doing so, the
Committee must have regard (among other
matters) to:

o the likely consequences of any decision in
the long term.

e the interests of the Company’s employees.

¢ the need to foster the Company’s business
relationships with suppliers, customers, and
others.

o the impact of the Company’s operations on
the community and the environment.

e the desirability of the Company
maintaining a reputation for high standards
of business conduct; and

e the need to act fairly as between the
members of the Company.

¢ Discussing the annual and interim quarterly
financial statements with the external
auditors and the Company’s Senior
Management before the issuance thereof.

e 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.

e 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.

e Reviewing inter-company and
parties’ transactions.

¢ Placing a detailed action plan approved by
the board which details the main subjects
to be discussed and meeting times during
the year.
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Internal Audit

e Recommending to the Board to approve the

appointment or dismiss the Internal Audit
Head after obtaining SAMA’s no objection
letter.
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
Internal Audit, the Board’s report shall
include the committee's recommendations
and justifications, and the reasons for not
following such recommendations.

e Ensure the independency of the Internal
Audit department in performing their
duties and ensure that there are no
restrictions on their scope of work or any
impediments that might negatively affect
their work.

e Review the Internal Audit plan.

e Coordination between the Internal Audit
department and the External Auditors.

e Review the reports issued by Internal Audit
department and submit the related
recommendations to the Board.

o Assessing the competence level, efficiency
and objectivity of the Internal Audit
Department.

e Determining the monthly salary, bonus and
other remuneration of the Internal Audit
Department or the Internal Auditor in
accordance with the Company’s internal
by-laws approved by the Board.

Compliance

e Appointing or dismissing the Compliance
Officer after obtaining SAMA’s no
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objection letter.
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Corporate Governance

o satisfy itself that the Company is protecting
the legitimate rights of the shareholders
and keeping all shareholders well informed
of all major developments in the Company

e Ensure that quarterly and periodic
Performance and Financial Reports to the
shareholders that reflects a true and fair
performance and position of the company.

e Satisfy itself that the activities of the
Company are in the best interests of the
Company and ensure the independence and
objectivity of the Company in its business
activities and decisions.

e Oversight of financial reporting and all
public disclosures and ensure the quality,
timelines, and accuracy of all disclosures
and ensure they are complete, fairly
represent material information, and comply
with all relevant rules and regulations.

External Audit

The Committee shall consider and make
recommendations to the Board, to be put to
shareholders for approval at the Annual
General Meeting, as regards the appointment
and re-appointment of the Company's external
auditor, as well as any questions relating to
their resignation or removal. The Committee
shall oversee the selection process for new
auditors and if an auditor resigns, the
Committee shall investigate the issues leading
to this and decide whether any action is
required. 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 Audit, the Board’s report
shall include the committee's recommendations
and justifications, and the reasons for not
following such recommendations.
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The Committee shall oversee the relationship
with the external auditor including (but not
limited to):
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e approval of their remuneration, whether ;. lans oAl Glaad 5 dmalall

fees for audit or non-audit services, and
ensure that the level of fees is appropriate
to enable an adequate audit to be
conducted.

approval of their terms of engagement,
including any engagement letter issued at
the start of each audit and the scope of the
audit.

assessing annually their independence and
objectivity taking into account relevant the
Saudi Arabian professional and regulatory
requirements and the relationship with the
auditor as a whole, including the provision
of any non-audit services.

monitoring  the  external auditor’s
compliance with relevant ethical and
professional guidance on the rotation of
audit partners, the level of fees paid by the
Company compared to the overall fee
income of the firm, office and partner and
other related requirements.

agreeing with the Board a policy on the
employment of former employees of the
Company’s  external  auditor  and
monitoring the implementation of that
policy.

satisfying itself that there are no
relationships (such as family, employment,
investment, financial or business) between
the external auditor and the Company
(other than in the ordinary course of
business).

assessing annually their qualifications,
expertise and resources and the
effectiveness of the audit process which
shall include a report from the external
auditor on their own internal quality
procedures.
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e Seeking to ensure co-ordination with the
activities of the internal audit function and
external audit.

o Considering the risk of the withdrawal of
the Company’s present auditor from the
market.

The Committee shall meet the external auditor
regularly, including once at the planning stage
before the audit and once after the audit at the
reporting stage. The Committee shall meet the
external auditor at least once a year, without
management being present; to discuss their
remit and any issues arising from the audit.

The Committee shall review and approve the
annual audit plan and ensure it is consistent
with the scope of the audit engagement.

The Committee shall review the findings of the
audit with the external auditor. This shall
include but not be limited to discussing any
major issues resulting from the audit,
accounting and audit judgments and levels of
errors identified during the audit and discussing
the adequacy of technical provisions and
reserves set by the Actuary. The Committee
shall also review the effectiveness of the audit.

The Committee shall also review any
representation letter(s) request by the external
auditor before they are signed by management,
review the management letter and
management’s response to the external
auditor’s findings and recommendations and
take responsibility for the resolution of
disagreements between management and the
external auditor and ensuring that it does not
provide any technical or administrative works
that are beyond its scope of work, and provides
its opinion thereon.

The Committee shall develop and implement a
policy on the supply of non-audit services by
the external auditor, taking into account any
relevant ethical guidance on the matter and
report to the Board, identifying any matters in
respect of which the Committee considers that
action or improvement is needed and making
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recommendations as to the steps to be taken.
Financial Reporting

The Committee shall review summary financial
statements, significant financial returns to
regulators and any financial information
contained in certain other documents, such as
announcements of a price sensitive nature.

The Committee shall review and discuss the
annual and interim quarterly financial
statements with the external auditors and the
Company’s Senior Management and makes
recommendation to the Board before the
issuance.

The Committee shall keep under review and
challenge where necessary the consistency of,
and changes to, accounting policies both on a
year-to-year basis and across the Company.

The Committee shall review and challenge
where necessary:

e the consistency of, and any changes to,
accounting policies both on a year-on-year
basis and across the Company.

the methods used to account for significant
or unusual transactions where different
approaches are possible.

whether the Company has followed
appropriate accounting standards and made
appropriate estimates and judgments taking
into account the use of the external
auditors.

the clarity of disclosure in the Company’s
financial reports and the context in which
statements are made; and

all material information presented with the
financial statements, such as the operating
and financial review and the corporate
governance statement
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e accurately 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.

The Committee shall review the annual
financial statements of any pension funds
where not reviewed by the Board as a whole.

10. Reporting Responsibilities

The Committee chairman (or another member
of the committee on his behalf) shall report
formally to the Board on its proceedings after
each meeting on all matters within its duties
and responsibilities.

The Committee shall make whatever
recommendations to the Board it deems
appropriate on any area within its remit where
action or improvement is needed.

11. Other Matters

The Committee shall have access to sufficient
resources, including adequate information
(provided by the Board on a proactive as well
as a reactive basis) in order to carry out its
duties, including access to the Company
Secretary for assistance as required.

The Committee shall give due consideration to
relevant laws and regulations, the provisions of
the Corporate Governance Guidance and all
requirements provided by the CMA and
SAMA.

The Committee shall oversee any investigation
of activities, which are within its terms of
reference and act as a court of the last resort.

The Committee should, at least once a year,
review its own performance, constitution and
these Terms of Reference to ensure it is
operating at maximum effectiveness and
recommend any changes it considers necessary
to the Board for approval.
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The  audit
arrangements
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.

committee  shall  develop
that enable the Company’s

Committee should consider such other matters
as the Board may from time to time refer to it.

12.  Scope of Authority

The Committee is authorized to:

seek any information or explanation it
requires from any employee of the
Company, its executive management, its
Board of directors’ committees, and legal
advisors, internal and external auditors
and other parties related to the company
in order to perform its duties.

The Audit Committee may request that
the 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. In case the Board did not
arrange for a General Assembly within
(15) days of the Audit Committee’s
request, then the Authority shall do so.

call any member of staff to be questioned
at a meeting of the Committee as and
when required; and

obtain, at the Company's expense,
outside legal or other professional advice
on any matters within its terms of
reference and secure the attendance at its
meetings of outsiders with relevant
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experience and expertise if it considers
this necessary.

12. Remunerations

The Company’s remuneration policy shall
specify the remuneration for the Committee
members, which is approved by the
extraordinary general assembly.
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