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In these Terms of Reference, the following
terms shall have the following meanings:
“Company” Chubb Arabia Cooperative
Insurance Company

“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.
“Senior Positions” shall mean the members of
the Board and Senior Management

1. Introduction

To comply with best corporate governance
practices that protect the rights of shareholders
and stakeholders, and the need of the Board for
experiences  consistent  with  continued
developments in the Saudi insurance market,
the company went on to develop clear criteria
and procedures determine the selection of
board members.

This has been developed and standards and
procedures put as minimum to help select
members meeting the appropriate conditions
and in accordance with applicable laws and
regulations, both issued by the Saudi Arabian
Monetary Authority as in the Requirements for
Appointments to Senior Positions in Financial
Institutions Supervised by SAMA, the Ministry
of Commerce & Investment or the Capital
Market Authority, and rules & regulations of
procedures approved by the company’s General
Assembly.

This policy also includes the procedures for the
appointment of the Board members, and the
end of their terms to follow specific procedures
known in advance by all candidates and
members.
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2. General Conditions:

Term of Membership:

Shareholders appoint in the Ordinary General
Assembly the members of the Board of
Directors for three years term and may always
reappoint members when their term ended.

End of Membership:

A membership at the Board of Directors shall
terminate by the end of period of appointment,
resignation, death, or if the Board has proved
that the member has breached his duties in a
way that shall harm the interest of the
Company, provided that such action must be
linked with approval from Ordinary General
Assembly or by end of his membership
according to any law or instructions to force in
Saudi Arabia. Or if there was a ruling of his
bankruptcy, insolvency, or a request was
submitted for a compromise with his creditors,
stopped payment of his debts, became
incompetent, had a mental disease or if it was
proved commitment of an act in breach of
honesty, morals or convicted of forgery. In case
of failing to attend (3) meetings that were held
within one year without legitimate and
acceptable reason the General Assembly have
the right to remove the member according to
the Board recommendation. Nevertheless, the
Ordinary General Assembly may, at any time
remove all Board members or some of them,
without prejudice to the right of removed
members of claiming compensations, or if the
removal occurred for unacceptable reason at
inconvenient time. A Board member may retire
provided that the retirement shall be at a
convenient time, otherwise he shall be held
responsible before the Company for what may
ensue of damages as a result of retirement.

The Company is required to notify SAMA in
writing of the accepted resignations from
Senior positions or ceasing to continue working
on the Senior Positions within (5) working days
from the date on which the person leaves the
senior position.
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Membership vacancy:
If a vacancy exists in the Board of Directors,
the Board has to appoint temporary member in
the vacant position, provided that he shall be
having the experience and knowledge and after
obtaining SAMA non-objection, without
consideration of the arrangement in getting
votes at the general assembly through which
the Board has been elected. The Ministry of
Commerce and Investment and Capital Market
Authority shall be notified within (5) working
days from the appointment date and such
appointment shall be brought to the attention of
the Ordinary General Assembly at its first
meeting. The new member shall complete the
term of office of his predecessor only. The
Ordinary General Assembly may be invited for
convention to due to shortage of number of the
Board below the minimum limit for validity of
its convention. SAMA must be notified upon
resignation of any member of the board or end
of his membership for any reason other than
end of the Board term, within (5) working days
from date of leaving the work, with
consideration of requirements of relevant
declaration.
Membership categorization:
The Nomination & Remuneration Committee
checks the categorization of the Board
Members periodically, and the Board Member
must ensure continuously of his membership
categorization in accordance with regulations
issued by the competent authorities.

= Executive member:
Board Member who is full-time involved in
company management or receives monthly or
yearly salary.

= Non-Executive member:
Board Member who is not full-time involved in
company management or does not receive
monthly or yearly salary.

» Independent member:
Board Member who enjoys full independency:
This means that the member is fully
independent from management and the
Company. Independence is the ability to judge
things after considering all relevant information
without undue influence from management or
from other external entities.
Independence cannot be attained by a board
member in the following situations, including
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but not limited to:

Being a Significant Shareholder in the
Company, or in a Related Company or
any company within the group of the
Company working for or representing a
Significant Shareholder

Being a member of the Board in a
Related Company or one of its
subsidiaries, or having been one during
the past two years

Being a member of the Board of the
Company for more than nine years
Holding a Senior Management position
in the Company, or in a Related
Company, or having held one during
the past two years

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 or held a
controlling interest in any such parties.
If he/she holds five percent or more of
the shares of the Company or any other
company within its group; or is a
relative of who owns such percentage.
if he/she is a representative of a legal
person that holds five percent or more
of the shares of the Company or any
company within its group;

if he/she is a relative of any member of
the Board of the Company, or any
other company within the Company’s
group;

if he/she is a relative of any Senior
Executive of the Company, or of any
other company within the Company’s
group;

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 paying to, or receiving
from, the Company the equivalent of
two hundred and fifty thousand
(250,000) Saudi riyal or more (other
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than his or her remuneration as a
director of the Board and amounts
related to insurance contracts) during
the past two (2) years

e 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.

o if he/she engages in a business where
he competes with the Company or
conducting businesses in any of the
company's activities.

3. Conditions and criteria that must be
available in candidates for membership of
the Board of Directors:

It must provide number of conditions and
criteria according to the below in the candidate
for membership of the Board of Directors
whether the nomination  personally or
represented by a corporate entity:

o Members shall be trustworthy and shall
have integrity and good reputation

e Ability to lead

o Competency: He/she shall have the
academic qualifications and proper
professional and personal skills

e Ability to guide and take decisions

e Financial knowledge: He/she shall
have the ability to read and understand
financial statements and reports.

e Physical fitness

This also includes the following:

a.Not have been convicted of an offence
prejudicial to honor, integrity or contrary to
the laws and regulations in the Kingdom or
any other country, unless proved innocent.

b.Not have previously received a court ruling
or decision against him settling civil
proceedings linked to investment, business or
finance or misconduct or embezzling funds
in Saudi Arabia or any other country.
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c.Holds
expertise

the minimum qualifications or

required for membership, as
determined by the Nomination and
Remuneration Committee and SAMA
instructions concerning the requirements of
appointment to Boards of Directors.

d.To be eligible to do the work assigned to
him, and must have a clear understanding of
the role required of it with the ability to
exercise good governance in objective and
independent manner in all company matters,
and have a high degree of reputation,
efficiency and responsibility.

e.Not be a Board Member of more than five
joint stock companies, and not be a Board
Member of any company operating in the
insurance sector.

SAMA shall be notified immediately of any
information or circumstances that may be
relevant to assessment of fitness and propriety
of these persons within a maximum period of
(3) working days from the day of obtaining the
information or from the day of change
occurrence.

4. Nomination process:

a) The Company shall publish the nomination
announcement on the websites of the Company
and the Exchange and through any other
medium specified by the Authority; to invite
persons wishing to be nominated to the
membership of the Board.

b) The nomination period Shall remain open
for at least a month from the date of the
announcement.

c) Reviewing nomination proposals for Board
memberships by the nomination and
remuneration committee and documenting any
findings and recommendations

d) Obtaining SAMA’s written no objection
prior to the appointment of any Board member.
With consideration of the regulation mentioned
in SAMA’s Requirements for Appointments to
Senior Positions in  Financial Institutions
Supervised by SAMA, which are as follow:

e Priority for appointment to Senior
Positions should be given to Saudi
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nationals. In cases where non-Saudi
national is being appointed to a Senior
Position, the Company  should
demonstrate no availability of qualified
Saudis for the Position and provide
timeframe for appointing a qualified
Saudi national to that Position

The Company shall submit requests for
obtaining SAMA’s  written no
objection along with all the required
documents such as the Fit and Proper
Form duly completed and signed by
the candidate and attested by the
Company, All required documentation
as indicated on the Fit and Proper Form
and Results of fit and proper
assessment conduct by the Company.
The Company shall submit requests for
obtaining SAMA’s  written no
objection at least (30) days prior to the
date of the General Assembly during
which the election of Board Member(s)
will take place or the proposed start
date for candidates for positions in
Senior Management.

After Board members are selected, the
Board shall nominate a non-executive
Board member as chairman and
another non-executive Board member
as vice chairman, and the Financial
Institution shall obtain SAMA’s prior
written  non-objection on  those
appointments. The Company shall also
obtain SAMA’s prior written non-
objection on the appointments of
chairmen of Board committees.

After receiving SAMA’s written no
objection, the Company shall
periodically, and at least annually,
assess the fitness and propriety of its
Board Members and members of
Senior Management on an on-going
basis.
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e) Providing shareholders with adequate
information on the candidates’
qualifications and relationships with

the Company prior to voting



f) The number of Board candidates
presented to the general assembly for
voting shall exceed the number of

available seats in order - to provide the
general assembly the opportunity to

select among several candidates.

g) Applying the Cumulative Voting

Method when voting in the general
assembly for appointing Board

members

h) The Company must notify SAMA when a
nomination proposal for Board

membership has been rejected and must
specify the reasons for the rejection.

i) The Company is required to notify
SAMA in writing of appointments to Senior
Positions within (5) business days from the
date of appointment.

= Announcement for nominations opens for
Board membership before the date of the
General Assembly that will elect in a period
not less than 45 days.

The candidate submits statement of his
resume and a copy of his qualifications.

Copy of the national identity for Saudi or
passport for non-Saudi.

Filling of the Fit & Proper form issued by the
SAMA or its replacement in case of change.
Filling of form (3) related to curriculum vitae
of the candidates for membership of the
Board of Directors issued by the Capital
Market Authority or its replacement in case
of change.

For candidates who have been member of the
Board of Directors or one of its committees,
must provide statement indicating the
number of meetings attended and participated
in the Board and committees.

These documents to be sent to the Board
Secretary, who will present to the
Nomination and Remuneration Committee.
Committee considers within a week of the
closing date the submitted applications and if
they meet the conditions of nomination.

The Committee should send notification to
all applicants illustrates the decision reached,
in case of rejection; the candidate must be
notified about the reasons.

Submit Fit & Proper forms and curriculum
vitae of candidates who are meeting these
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terms to SAMA to obtain the their no
objection.

= After obtaining the SAMA’s no objection,
form (3) to be sent to the Capital Market
Authority.

= Post the Curriculum Vitae of candidates on
the company's website and invite the General
Assembly to review their resumes.

5. Procedures to be followed in the event of
the ending of the term of a member of the
Board of Directors:

For members in their personal capacity:

» Announce the opening of nomination
within a week of the vacancy in a popular
newspaper.

= Committee considers within a week of the
closing date the submitted applications and if
they meet the conditions of nomination.

= Committee should send notification to all
applicants illustrates the decision reached, in
case of rejection; the candidate must be
notified about the reasons.

= Submit Fit & Proper forms and curriculum
vitae of candidates who are meeting these
terms to SAMA to obtain the their no
objection.

= After obtaining the SAMA’s no objection,
form (3) to be sent to the Capital Market
Authority.

= Nomination and Remuneration Committee
shall recommend to the Board of Directors to
choose a candidate with clarification of the
reasons for the recommendation.

= The Board of Directors appoints the member
in the wvacant position, completing his
predecessor term.

= Present this appointment to the General
Assembly at its first meeting.
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6. Other Conditions:
e Disclosure and Background Checks
The Company as well as
candidates for Senior Positions themselves,
will be primarily responsible for making
full and frank disclosure of all relevant
information to SAMA regarding fit and
proper requirement.
The Board and its Nomination and
Compensation Committee shall be
responsible for ensuring the fitness and
propriety for candidates for Board
membership and positions in Senior
Management.
The Company should verify the
information provided by its Board Members
or members of Senior Management from
independent sources. The Company shall also
ensure the confidentiality of
information collected and assessments made
by them.

e Company’s business and contracts

Member of the Board of Directors shall not
have any interest directly or indirectly in the
company’s business and contracts only with the
permission of the Ordinary General Assembly
renewed every year with the exception of the
business being done by public tenders if the
Board Member has the best offer.

¢ Notification of personal interest

Any member of the Board of Directors, if he
has personal interest, direct or indirect, in any
deal or proposal submitted to the Board or
Executive Committee, is required to inform the
Board or Committee of his interest in the
related deal. The member shall be counted for
the purposes of deciding if the meeting is
guorum, but the member refrains from
participating in the deliberations and voting in
the Board or Executive Committee in respect of
the deal or proposal.
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e \Voting on the resolutions on liability

discharges
Board members shall not participate in the vote
on the resolutions of the Assembly concerning
disclaimers of responsibility for their
management.

o Remunerations and attendance allowances
The remunerations and attendance allowances
of the Board of Directors members must be in
accordance with the Remuneration policy
conducted by the Nomination and
Remuneration Committee, approved by the
Board and the General Assembly, and the
company pays for each member the actual
expenditures for attending meetings of the
Board or its Committees, including travel and
residency expenses.

e Annual report to the General Assembly

the Board must include in its annual report to
the General Assembly a comprehensive
statement of all amounts received by the
members during the financial year including
remunerations, attendance allowance and other
expenses, as well as the benefits in cash or in
kind, the report includes statement of the
amounts obtained by Board members being
executives in the company or company
personnel, or what they gain for technical
services, administrative or advisory.

e Disclosure

The Board of Directors member shall notify the

company and Capital Market Authority, in

accordance with the Authority’s requirements,
as follows:

1.Notify when appointed of what shares he
owns and his beneficial rights in respect of
company shares.

2.Notify during his membership of what Shares
he owns afterwards or has beneficial rights in
respect of.

3. Notification when a change of 50% or more
of what he owns or his interests in the
company shares, or by 1% or more of the
company’s shares, whichever is less.

4.Notification when change the purpose of
possessing which has already been disclosed.
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The member interest in any shares owned or
controlled by any of the following persons:

a. Spouse of that Member or minor
children.
Company controlled by that Member
(that has 30% or more of the voting
rights in the company or has the right
to appoint 30% or more of the
members of its Board).
Any others the Member has agreed
with them to get a benefit in the
company.

b.

o Prohibition of dealing in company shares

Board members are prohibited from dealing in
the company shares during the prohibition
periods set by Capital Market Authority or
based on inside information was not disclosed

to the Authority and shareholders.
7. Date of execution of this policy:

This policy applies as from the date of its
approval by the General Assembly of the
company. The responsibility of the application
of this policy falls on the Board of Directors
and the Nomination and Remuneration
Committee.
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