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Policies, Standards and

Procedures for Membership
in the Board of Directors of the Middle
East Pharmaceutical Industries Company



I: Introduction:

Avalon Pharma

“Policies, standards and procedures for
membership in the Board of Directors of the
Middle East Pharmaceutical Industries
Company” have been developed with the aim
of complying with the corporate governance
regulations issued by the Board of the Capital
Market Authority pursuant to Resolution No.
(2017-16-8) dated 1438/5/16 H,
corresponding to 2017/2/13 G, based on the
Companies Law issued by Royal Decree No.
M/3, dated 1437/1/28 H, as amended by the
Capital Market Authority Council’s Resolution
No. 2023-8-5, dated 1444/6/25 H,
corresponding to 2023/1 /18 G, based on the
Companies Law issued by Royal Decree No.
M/132 dated 1443/12/1 H, which stipulates
that the Board of Directors (Board) shall
“prepare clear and specific policies,
standards and procedures for membership in
the Board- in a manner that does not conflict
with the mandatory provisions in the
Corporate Governance Regulations - and
putting them into effect after the General
Assembly approves the same.”

This policy was approved by the decision of
the General Assembly of the company’s
shareholders at its meeting held on
1445/2/28 H, corresponding to 2023/9/13 G,
at two o’clock pm.

II: Policies and standards for membership

in the company’s Board of Directors:
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It is required that a member of the Board of
Directors be a professionally competent
person having the necessary experience,
knowledge, skill and independence, enabling
him to carry out his duties efficiently and
competently, provided that the General
Assembly, when electing members of the
Board of Directors, takes into account the
recommendations of the company’s
Remuneration and Nominations Committee
and the availability of the personal and
professional capabilities necessary to
perform their duties properly. The member, in
particular, must have the following:
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1.
The candidate for board membership must
not have been previously convicted of a
crime prejudicial to honor or dishonesty, or
has become unfit for board membership in
accordance with any law or instructions in
force in the Kingdom.

2.
The board member must not be a member of
more than five joint stock companies listed
on the capital market at the same time.

3.
The member of the Board of Directors must
represent all shareholders, and must be
committed to what achieves the interest of
the company in general and not what
achieves the interests of the group that he
represents or that voted to appoint him to
the Board of Directors.

4.
The number of independent members shall
not be less than two or one-third of the board
members, whichever is greater.

5.
The independent member must enjoy
complete independence in his position and
decisions. None of the objections of
independence stipulated in the corporate
governance regulations issued by the
Authority should apply to him.

6.
Ability to lead: This means that he must have
leadership skills that qualify him to grant
powers that lead to stimulating performance,
applying best practices in the field of
effective management, and adhering to
professional values and ethics.

7.

Competence: This is by having the
appropriate academic qualifications,
professional and personal skills, level of
training, practical experiences related to the
company’s current and future activities,
knowledge of management, economics,
accounting, law, or governance, as well as the
desire for learning and training.

8.
The ability to direct: This means that he must
have technical, leadership, and administrative
capabilities, speed in decision-making, and
understanding of the technical requirements
related to the workflow, and be capable of
strategic direction, long-term planning, and a
clear future vision.
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9.

Financial knowledge: being able to read and
understand financial statements and reports.
10.

Fitness : This means that he does not have a
health problem that prevents him from
exercising his duties and specializations.

1.

The candidate for Board membership must
adhere to the principles of honesty,
trustworthiness, loyalty, care, and concern for
the interests of the company and
shareholders and put them ahead of his
personal interests.

1. Honesty means that the board member’s
relationship with the company is an honest,
professional relationship, and he discloses
to the company any influential information
before executing any deal or contract with
the company or one of its subsidiaries.
2. While loyalty is achieved by avoiding
transactions that involve a conflict of
interest while ensuring the fairness of the
dealing and taking into account the
provisions regarding conflicts of interest
contained in the Governance Regulations,
3. As for care and attention, it is to perform
the duties and responsibilities stipulated in
the companies’ law, the capital market law,
the company’s bylaws, and other relevant
laws.
12.
The candidate must be a natural person who
is not less than twenty-five (25) years old,
whether applying in his personal capacity or
representing a legal person.
13.
Diversity in academic qualifications and
practical experience should be taken into
account, and priority should be given in
nomination to the needs required of those
with the appropriate skills for membership in
the Board of Directors.
14.
A member of the Board of Directors must
resign before the end of his term on the
Board of Directors, in the event that he loses
his eligibility to act as a member of the Board
of Directors, or is unable to perform his
duties, or is unable to allocate the time or
effort necessary to perform his duties on the
Board, as well as in the event of a conflict of
interest. The member shall have the option of
obtaining a license from the General
Assembly, which will be renewed every year,
or submitting his resignation.
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I1l: Eligibility and procedures for

nomination for membership in the Board
of Directors:
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1.
Every shareholder shall have the right to
nominate himself or one or more other
persons for membership in the Board of
Directors, within the limits of his ownership
percentage in the capital.

2.
The Remuneration and Nominations
Committee shall coordinate with the
company’s  executive management to
announce the opening of nominations for
membership in the company’s Board of
Directors at least sixty (60) days before the
end of the Board’s session and in light of the
requirements of the laws and regulations.

3.
The nomination announcement will be
published on the website of the Capital
Market (Tadawul), as well as on the
company’s website, and in any other means
determined by the Authority, in order to invite
people wishing to run for membership in the
Board of Directors, provided that the
nomination door remains open for at least
one month from the date of the
announcement.

4.
The Remuneration and Nominations
Committee shall submit its recommendations
to the Board of Directors regarding
candidacy for Board membership in
accordance with the criteria set forth in this
policy.

5.

Any person who wishes to nominate himself
for membership in the company’s Board of
Directors must disclose his desire to run in
accordance with a notification submitted to
the company’s management in accordance
with the period and dates stipulated in
accordance with this policy and the rules and
regulations in force. This notification must
include an introduction of the candidate in
Arabic in terms of his CV and qualifications,
practical experience, in addition to providing
the company with all identification
documents such as (national ID card, family
card, passport for non-Saudis running for
board membership, and any other relevant
documents required by the company to meet
regulatory requirements).
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6.
The candidate for Board membership must
disclose to the board and the General
Assembly any cases of conflict of interest,
which include:

1. Having a direct or indirect interest in the
business and contracts conducted on
behalf of the company for which he wishes
to run for the board of directors.
2. His participation in work that would
compete with the company, or compete
with it in one of the branches of activity it
practices.
7.
Applicants for board membership must fill
out the form or forms specified by the
Capital Market Authority, which can be
obtained through the Authority’s website.
8.
A candidate who previously served as a
member of the board of directors of a
joint-stock company must attach a statement
of the number and dates of the boards of
directors of the companies of which he
served.
9.
The candidate who previously served as a
member of the company’s Board of Directors
must attach with the nomination notification
a statement from the company’s
management for the last session in which he
held membership in the Board, including the
following information:

1. The number of board meetings that took
place during each year of the session.
2. The number of meetings that the
member attended in person, and the
percentage of his attendance to the total
number of meetings.
3. The permanent committees in which the
member participated, the number of
meetings held by each of those committees
during each year of the session, the number
of meetings he attended, and the
percentage of his attendance to the total
number of meetings.
10.
The membership status must be clarified
upon nomination, i.e. whether the member is
an executive member, a non-executive
member, or an independent member.
1.
The nature of membership must be clarified,
i.e. whether the member is running in his
personal capacity or whether he is a
representative of a legal entity.
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12.

The Remuneration and Nominations
Committee coordinates with the executive
management to complete the regulatory
requirements and provide the competent
regulatory authorities with all required
documents.

13.

Voting on the election of members of the
Board of Directors is done through the
cumulative voting method.

14.

Voting in the General Assembly is limited to
those who nominated themselves in
accordance with the aforementioned
policies, standards and procedures.

IV: Mechanism for choosing the Chairman

of the Board of Directors and
Vice-Chairman:

The shareholders of the Middle East
Pharmaceutical Industries Company elect
the members of the Board of Directors at the
General Assembly meeting of shareholders in
accordance with the law and standards
included in this policy. The Board then selects
a Chairman and Vice-Chairman from among
its non-executive members, and the Board
shall have the right to remove them from
their positions or re-elect them at any time.
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V: Expiration of the membership of a

Board member and the vacancy of a
position:

Avalon Pharma
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1.

Board membership shall expire at the
expiration of its term, resignation, or
expiration of the member’'s power in
accordance with any law or instructions in
effect in the Kingdom. The General Assembly
may (based on the recommendation of the
Board of Directors) terminate the
membership of any member who is absent
from attending (three) consecutive meetings
or (five) various meetings during the term of
his membership without a legitimate excuse
acceptable to the Board of Directors.
However, the Ordinary General Assembly may,
at any time, dismiss all or some of the
members of the Board of Directors. In this
case, the Ordinary General Assembly must
elect a new Board of Directors or someone to
replace the dismissed member, as the case
may be, in accordance with the provisions of
the companies’ law.

2.

If the position of a member of the Board of
Directors becomes vacant due to the death
or retirement of any of its members, and this
vacancy does not result in a violation of the
conditions necessary for the validity of the
Board’s meeting due to the number of its
members being less than the minimum; The
board may appoint a temporary member in
the vacant position who has experience and
competence, provided that the Commercial
Registry and the Capital Market Authority are
notified within fifteen days from the date of
appointment, and presents the appointment
to the Ordinary General Assembly at its first
meeting, and the appointed member shall
complete the term of his predecessor.
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VI: Final provisions (publication,

enforcement and amendment):

Avalon Pharma
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This policy shall be implemented and
adhered to by the company as of the date of
its approval by the Shareholders’ General
Assembly. This policy shall be published on
the company’s website to enable
shareholders, the public and stakeholders to
review it. The contents of this policy shall be
amended - as needed - based on the
recommendation of the Board of Directors,
provided that any proposed amendment to it
shall be presented to the Shareholders’
General Assembly at its earliest meeting for
approval.

This policy has been approved by the
decision of the Company Shareholders’
General Assembly at its meeting held on
1445/2/28 H, corresponding to 2023/9/13 G,
at two o’clock pm.
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