Northern Region Cement Company

Policies, Standards and procedures for Board Membership
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Formation of the Board of Directors and selection of its
chairperson and members

4 Formation of the board of directors and selection of
its Chairperson and members

4.1 Board Structure and Scale Guidelines

4.1.1. According to the Articles of Association of the
Company, the Board shall consist of six (6) members
appointed for a term of not more than three years, and one
of the Board members shall assume the position of
Chairperson.

4.1.2 The Chairperson of the Board shall be chosen through
an affirmative vote of the majority of the members of the
Board of Directors, which represents at least 51%, unless
the Articles of Association of the company stipulates
otherwise.

The Board shall also appoint a Vice-Chairperson from
among its members and may appoint a Managing Director.
The Board shall specify, in its decision of appointing the
latter, his powers, tasks, duties and remunerations for the
period of his tenure in this position.

In the absence of the Chairperson, the Vice Chairperson
will be the head of the Board, and in the event of their
absence, the Managing Director shall deputize for them in
case he was appointed, or the Board appoints the member
who performs his work temporarily.

4.1.3 The General Assembly of Shareholders is responsible
for appointing Board members for a period of time in
accordance with the Company's internal regulations.
However, this period shall not exceed three (3) years, and
the same members may be reappointed at the end of the
period, as long as it does not conflict with the company's
internal regulations.

4.1.4 The majority of the members of the Board of
Directors shall be non-executive members.

4.1.5 It is not permissible to combine the position of
Chairperson of the Board of Directors with any other
executive position in the company, and it is also not
permissible for one member to combine the position of
Chairperson and the position of Managing Director.

4.1.6 The number of independent members of the Board
shall not be less than two (2) members.

4.1.7 At the end of the term of membership of the Board,
regardless of the means of termination, the company shall
promptly notify the Capital Market Authority and Tadawul
of the reasons leading to this action.
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4.2 Appointment of Board members

4.2.1 The Nomination and Remuneration Committee is
responsible for identifying individuals who are eligible to
become members of the Board, and for recommending
candidates for Board membership to the Board.

4.2.2 The Nomination and Remuneration Committee shall
carry out an annual review of the required skills,
competencies and qualifications of individuals to be
nominated for membership as well as of existing members.
4.2.3 The Nomination and Remuneration Committee shall
also assist the Board in determining each Board Member's
compliance -on an annual basis- with the Company's laws
of business- as well as the conduct and independency of
each Member as may be required under applicable
securities laws and Tadawul Regulations.

It also has to prepare a specific mechanism for evaluating
the Board and its members, and adopting it by the Board.

4.3 Quialifications of Board Member

4.3.1 Members shall meet the requirements for
independency and expertise to the extent required by
applicable laws, regulations and rules.

4.3.2 Board members must have a high degree of integrity
focused on enhancing long-term shareholder value.

4.3.3 Board members must be prepared to devote sufficient
time to effectively carry out their duties and
responsibilities, and they must commit to serving on the
Board for another extended period of time. Board members
may serve on the Boards of public companies provided that
they responsibly perform all of their duties and
responsibilities.

4.3.4 The most important skills that members must have:
vision, strategic perspective, good administrative
judgment, ability to manage and supervise the organization
as well as knowledge of law and/or financial affairs, as well
as some specific information for the company’s business
scope (for example: knowledge of the industry sector).
4.3.4 A member of the Board of Directors is required to
have the following:

1 - Leadership ability: enjoying the necessary skills.

2- Efficiency and availability of scientific qualifications in
his specialization (for example: business administration,
engineering, economics, accounting, governance law, etc.),
as well as professional skills, experience and continuous
training related to the current and future activities of the
company.

3- The ability to direct: The availability of the ability to
strategic direction and planning for the future, as well as
oversight, direction and cooperation with the work team,
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speed in decision-making, and understanding the technical
requirements related to the workflow.

4.4 Standards for composing the Board

4.4.1 One of the important responsibilities of the Board is
to evaluate and select candidates to serve as Board
members.

The Board should seek members with diverse professional
backgrounds, who combine a wide range of experience and
expertise with integrity of reputation. Board members
should have experience in situations characterized with a
high degree of responsibility, and to assume leadership in
the companies or institutions affiliated to the Company.
Board member shall be selected according to the
contributions that they can offer to the Board.

4.4.2 The assessment should also include matters of rule,
diversity, age and skills, such as understanding the business
system of financial and investment firms, international
background, etc. - all in the context of assessing the Board's
perceived needs in this regard in a timely manner.
Individual members must have personal characteristics that
include integrity, responsibility, informed judgment,
financial knowledge, thoughtful confidence, and
performance standards at the highest level.

Effective Boards are composed of individuals with
expertise in their fields of specialization whose
information, background and decisions are beneficiary to
the Company, and Board members must also have the
ability and desire to learn the company’s business and
express their personal views.

4.5 Independent members of the Board of Directors and
independency incompatibilities

4.5.1 At all times, the Board shall consist of the majority
Board members independent of the Management and all
entities that have a material business relationship with the
Company (“Non-Executive member”), and accordingly the
Board shall have at least two independent members.
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4.5.2 The Board members are considered independent of
the company’s management - as iS customary - provided
that the non-executive members are independents of any
interest or relationship that could (or could be seen to)
interfere with the member’s ability to work permanently for
the company’s interest.

Furthermore, non-executive members as such do not have
a legal role independent of the other members’.

4.5.3 Since independency of opinion is expected in the
decision-making of all non-executive members of the
company, the above definition should be regularly
reviewed so that the non-executive members can satisfy the
concept of independency through the company's operations
related to conflict of interest and member assessment.
4.5.4 To maintain independency, the member may not
accept any advice, advisory services or other compensating
fees from the Company (except for member fees), or if he
is an *"affiliate person" of the Company or any of its
subsidiaries.

(*) Any person identified as an officer, employee, or other
person who may own 5% or more of the voting stock of the
Company or any of its subsidiaries.

4.5.5 An independent director is defined as a non-executive
Board member who enjoys complete independency in his
position and decisions, and none of the independency
incompatibilities apply to him.

An independent Board member must be able to carry out
his duties, express his opinions and objectively and
impartially vote on decisions, in a way that helps the Board
of Directors take sound decisions that contribute to
achieving the company’s interests.

45.6 The following are incompatible with the
independence required for an independent member of the
Board of Directors, for example, but not limited to:

1. That he owns 5% or more of the company’s shares, or of
the shares of another company in its group, or that he has a
kinship relationship with the person who owns this
percentage.

2. To be a representative of a legal person who owns 5% or
more of the company's shares or of the shares of another
company from its group.

3. That he is relative to any of the members of the Board of
Directors in the company or in another company of its
group.

4. To be relative to any of the senior executives of the
company or any other company of its group.

5. To be a member of the Board of Directors in another
company from the group of the one nominated for
membership in its Board of Directors.

6. He has worked - or was an employee - during the past
two years for the company or any party dealing with it or
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another company of its group, such as auditors and major
suppliers, or he has been the owner of controlling stakes at
any of those parties during the past two years.

7. To have a direct or indirect interest in the business and
contracts made for the company's account.

8. To participate in a business that would compete with the
company, or to trade in one of the branches of its activity.
9. He receives sums of money from the company in addition
to the remuneration for membership of the Board of
Directors or any of its committees, exceeding (200,000)
Riyals or more than 50% of the remuneration he acquired
the previous year in return for his Board membership or any
of its committees, whichever is less.

10. To have spent more than nine years as a member of the
company's Board of Directors.

4.5.7 In all cases, it is not permissible to combine the work
of an auditor with the participation in the company’s
founding or Board membership, or to carry out technical or
administrative work in the company or its interest, even as
a matter of consultation.

It is also not permissible for the auditor to be a partner of
one of the founders of the company, one of its Board
members or work for one, or a relative of one up to the
fourth degree. Any action contrary to that shall be void,
while obligating, in this case, the auditor to return what he
received to the Ministry of Finance.

4.5.8 Businesses and contracts conducted with a member of
the Board of Directors to meet his personal needs, in the
same conditions and terms that the company follows with
all contractors and dealers and if they are among the
company’s usual activity domain, shall not be considered
as an interest that negates the independency of a Board
member and which he must obtain a license from the
ordinary general assembly to carry out, unless the
Nomination Committee decided otherwise.

4.5.9 The Board of Directors shall include in its report the
names and number of its independent members, evaluate
the extent to which the member's independency has been
achieved and ensure that there are no relationships or
circumstances that affect or may affect those members.
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4.6 Term of Membership

4.6.1 According to the Companies Regime, the Ordinary
General Assembly must appoint members of the Board of
Directors for a term specified in the company’s internal
regulations, which does not exceed three years.

2.6.4 Accordingly, members of the Board of Directors must
be elected for a period of three years, subject to renewal,
and the previously elected member of the Board may be re-
elected at the end of the term of membership. No limits
should be placed on the number of periods specified for
membership or a mandatory age for retirement. The term of
membership of the Board of Directors is determined, at its
discretion, based on the recommendations of the Board
Nomination and Remuneration Committee.

4.7 Vacancy of Board Membership

4.7.1 If the position of a Board member becomes vacant;
The Board may temporarily appoint a member in the vacant
position, given that he has experience and competence, and
provided that the Ministry of Commerce and Industry and
the Capital Market Authority are notified of this within (5)
five working days from the date of appointment.

This appointment is presented to the Ordinary General
Assembly at its first meeting and this new member shall
then complete the term of his predecessor.

4.7.2 If the necessary conditions for the meeting of the
Board of Directors are not met due to the lack of the
minimum stipulated number of members in the Companies
Regime or this bylaw, the rest of the members must call the
Ordinary General Assembly to convene within (60) sixty
days to elect the necessary number of members.

4.8 Resignation of a Board Member

4.8.1 The member's resignation from the Board of Directors
shall be effective from the time of the Board’s notification
of the matter, or any other time as agreed upon.

4.8.2 Board members must resign in the event of any
significant changes in their personal responsibilities,
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including a change in their principal responsibilities that
effectively affect the Board or any of its committees. Board
members are expected to resign at the time of retirement or
resignation from the company.

4.8.3 A member of the Board of Directors may resign from
Board membership at an appropriate time, otherwise he will
be liable by the company for the damages resulting from
the resignation.

4.9 Termination of Board membership

4.9.1 According to the company's Articles of Association,
the membership of the Board ends with the expiry of its
term or the expiry of the member's term of office according
to any regulations or instructions.

4.9.2 The termination of the membership of the Board of
Directors shall take place and take effect in the following
cases:

a. If it is proven to the Board of Directors that the member
has breached his duties in a way that harms the interests of
the company, provided that the Ordinary General Assembly
also approves the termination.

b. Failure of any member to attend three consecutive
meetings without an accepted excuse by the Board of
Directors.

c. If the member declares bankruptcy or insolvency, reaches
a settlement with its creditors, or stops paying his debts.

d. If he suffers from a mental illness, or any disease that
hinders him from performing his duties.

e. If it is proven that the member has violated honesty and
morals, or has been convicted of fraud and deception.

4.10 Limitations on Board Membership

4.10.1 Each person serving as a member of the Board of
Directors must devote the necessary time and attention to
fulfilling his obligations as a member. Major obligations
include proper attendance at the Board meeting and
adequate review of the preparatory materials. Board
members are also expected to attend the shareholders'
general assembly meetings.

4,10.2 A member of the Board of Directors shall not be, at
the same time, a member of the Board of Directors of more
than (5) five joint-stock companies listed in the Market.
4.10.3 The members of the Board of Directors are not
allowed to divulge, except in the meetings of the General
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Assembly, what they have learned of the company’s secrets
by virtue of their membership in the Board. Such
information may not be used to achieve an interest for them,
one for their relatives or others; otherwise, they must be
dismissed and demanded compensation.

4.10.4 A member of the Board of Directors may not
participate in any business that would compete with the
company, or compete with the company in one of its
activity branches, otherwise the company may claim him
before the competent judicial authority for appropriate
compensation, unless he obtained a license from the
ordinary general assembly allowing him to do so in
accordance with the controls set by competent authority.
4.10.5 A member of the Board of Directors may not have
any direct or indirect interest in the business and contracts
that are made for the company’s account without a license
from the Ordinary General Assembly, and in accordance
with the controls set by competent authority. Such member
may not participate in voting on the resolution issued in this
matter in the Board of Directors and the shareholders'
assemblies.

4.10.6 The member of the Board of Directors shall inform
the Board of his direct or indirect interest in the business
and contracts that are made for the company's account. This
notification shall be recorded in the minutes of the meeting.
In the event of his failure to report, the company or any
interested party may claim, before the competent judicial
authority, to void the contract or compel the member to pay
any profit or benefit.

4.10.7 The Chairperson of the Board of Directors informs
the Ordinary General Assembly, when it convenes, of the
business and contracts in which a member of the Board has
a direct or indirect interest. This notification shall be
accompanied by a special report from the company's
external auditor.

4.10.8 Responsibility for damages resulting from the
above-mentioned business and contracts shall fall on the
member responsible of the said business or contract, as well
as on the members of the Board of Directors if such
business or contracts were carried out in violation of the
provisions of the competent paragraph or if they are proven
to be unfair or contain a conflict of interest and harm the
shareholders.

4.10.9 The members of the Board of Directors who oppose
the decision, related to the above mentioned matter, are
exempted from liability if they prove their objection in the
minutes of the meeting. Absence from attending the
meeting in which the decision was issued is not a reason for
exemption from liability unless it is proven that the absent
member was not aware of the decision or was unable to
object to it after he was notified of it.
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