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Rules of Audit Committee Term of Reference

Current Provisions

Provisions after Proposed Amendments

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

Executive Member: A full-time member of the executive management
of the Bank, who participates in managing its daily activities.

Non- Executive Member: A member of the Board who provides
opinions and technical advice and is not involved in any way in the
management of the Bank and does not receive a monthly salary.

Non- Executive Member: A member who is not a full-time member of
the executive management of the Bank and does not participate in
performing its daily activities.

Independent Member: A member of the Board who enjoys complete
independence from the Bank and management. Independence means the
ability to judge things after taking into account all relevant information
without undue influence from management or from other external
entities. The Board shall annually evaluate the extent of the member's
independence and ensure that there are no relationships or circumstances
that affect or may affect his/her independence. A member shall be
considered an independent member if he/she met the independence
requirements as defined by supervisory authorities.

Whereas the Shareholders Ordinary General Meeting of the Bank held
at the Bank's head office on 23 February 1997 had approved the
formation and establishment of an Audit Committee in line with the
Board' recommendation and which rules and Terms of Reference were
amended in the following years. These rules are established as follows:

Committee term, Formation and members Selection:

Independent Member: A member who has complete independence in
his/her position and decisions. A member shall be considered
independent if he/she meets the independence requirements as defined
by supervisory authorities.

These rules are established as follows:

Formation, Members’ Selection and Committee term:

1.1 The Audit Committee is formed based on the recommendation of the
Bank’s Board of Directors and approved by the Ordinary General
Meetings. The selection of the members of the Audit Committee should
be Non-Executive Board members and or from the shareholders or
others, provided that the majority of the members of the committee shall

1.1 The Audit Committee is formed by a decision of the Ordinary
General Meetings and the members of the audit committee shall be from
the shareholders or others. The AGM shall, upon a recommendation of
the Board, approve committee work regulations, provided that it
comprises its work controls and responsibilities, procedures for
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be from outside of the Board of Directors and shall include at least one
Independent Director, for a term of 3 years consistent with the Board
term and re-appointment may occur as per supervisory authorities
directives. The AGM resolution will set the terms of reference of the
Committee and members remuneration.

appointing its members, their membership term, their remuneration. and
the mechanism of appointing temporary members in case a seat on the
committee becomes vacant.

1.2 The Committee shall consist of at least 3 or no more than 5
members including one specialist in finance and accounting. Members
of the Committee must have deep and professional knowledge in the
financial reporting, banking business, auditing and risk management.

1.2 The Committee shall composed of no less than three (3) and no more
than five (5) members; and the number of Committee members from
outside the Board shall exceed the members from within the Board.

1.3 All committee members shall be independent, and neither of them
shall have a credit relationship with the bank in his name or in the name
of one of his relatives, or in any capacity with the bank, its board
members, or its executive staff. also, the Audit committee member
should not work or has worked in the Company's finance Department,
the Executive Management or for the Bank’s external auditor during the
preceding two years.

1.4 The Committee members shall have academic qualifications and
professional experience in auditing and risk management, including
knowledge of accounting and auditing standards, ability to understand
financial reports, including one specialist in finance and accounting.

1.3 In case of any vacancy during the Committee term, the Board will
appoint another member to fill such vacancy for replacement. Noting that
the Board approval is not final, and the appointment will be submitted to
the first General Assembly Meeting for ratification.

1.5 In case of any vacancy during the Committee term, the Board will
appoint another member to fill such vacancy for replacement. Noting
that the Board approval is not final, and the appointment will be
submitted to the first General Assembly Meeting for ratification.

1.6 The Audit Committee is a Board Sub-Committee and the

Adding Para appointment of its members shall be subject to SAMA no-objection.
1.7 The committee chairman and members shall be appointed for a
Adding Para period of three years, renewable for a maximum of two additional

terms.




SABB @ L.

1.4 The Committee Member shall not be a staff member or, during the
past two years, a member of the executive management, the financial
department, or a member of the Bank’s team of external auditors. The
members of the committee shall not have utilised any facilities (credit
cards, credit facility, guarantees, etc..) from the bank in his own name or
family members (first-degree) from the Bank which exceed SAR 300k
compromise independence in any capacity with the Bank or its Board
directors or executive management.

Delete Para

1.5 The Audit Committee is a Board Sub-Committee and the
appointment of its members shall be subject to SAMA no-objection. The
Bank is liable to brief the new members on the supervisory requirements
and rules and regulations related to the committee business.

Delete Para

1.6 The Chairman of the Committee shall be appointed by the Board.
The Chairman’s independence from the executive management and
major shareholders shall be met by observing the following:

B) The Committee Chairman should not have any family, financial or
business relationship with any member of the Board.

C) The Committee Chairman should not have any relationship with the
executive directors or key executives of the Bank which could restrict
his independence.

Delete Para

Adding Para

Committee Chair and Secretary

A) Chairman of the Board should not be chairman or a member of the
Audit Committee.

1.8 The Chairman of the Board should not be chairman or a member of
the Audit Committee.

1.9 The Chairman of Audit committee or whom they delegate, shall

Adding Para attend the AGM and answer any questions raised by the shareholders.
1.10 The Audit committee shall have a secretary from among its
. members or from outside. and he/she shall have the necessary
Adding Para

qualifications, skills and abilities to perform the following tasks, as a
minimum:
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B) The Committee Chairman should not have any family, financial or
business relationship with any member of the Board.

A) Record committee meetings and draft minutes therefor, taking into
account to submit the drafts to the members to express their opinions
thereon before signing same.

C) The Committee Chairman should not have any relationship with the
executive directors or key executives of the Bank which could restrict his
independence.

B) Prepare and submit committee reports to the Board, and retain same.

C) Inform committee members of meeting dates well in advance of the
specified date.

1.7 The Committee may invite any director, executive, external auditors
or other person to attend any meeting(s) of the Committee as it may
deem from time to time to assist the Committee in the attainment of its
objective. The internal and external auditors may call for a meeting
with the Committee at any time as may be necessary.

Delete Para

1.8 In order to perform its duties, The Committee may review the Bank
records and documents and may request any clarifications or statement
from the Board or the Executive management.

Delete Para

1.9 The Committee shall appoint a secretary from among its members or
others, if necessary, and may appoint, employ or retain such professional
advisors as the Committee may consider appropriate.

Delete Para

Any such appointment shall be made through the secretary to the
Committee, who shall be responsible for the contractual arrangements
and payment of fees by the Bank on behalf of the Committee.

2.1 The Committee shall formally meet at least four times in a year, in
addition to any other meetings the Committee holds with the internal and
external auditors including the annual meeting with the Board.

Delete Para

2.1 The Committee shall formally meet at least four (4) times per year,
in addition to any other meetings to be held when required.

2.2 A majority of Committee members must be present for a meeting to
be valid, either in person or via remote communication channels. A
member may not delegate another member for attendance of meetings or
voting on his behalf.

2.2 A majority of Committee members must be present for a meeting
to be valid, either in person or via virtual meeting platform. A member
may not delegate to another member attendance of meetings or cast
their votes by proxy.

2.3 The Chairman of the Committee will preside over its business and
meetings, and in his absence the present Committee members will select
one from among them to preside over the meeting.

2.3 The Chairman of the Committee will preside over its business and
meetings.
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2.4 The Committee’s decisions will be taken by majority of the votes of
the members attending the meeting, and in case of equal votes, the
committee Chairman will hold the casting vote, in such a case the opinion
of the other party must be recorded in the minutes of the meeting.

2.4 The Committee’s decisions will be taken by majority vote of
members attending the meeting, and in case of a tie, the committee
Chairman shall have the deciding vote in such a case the opinion of a
dissenting member shall be recorded in the minutes of the meeting.

2.5 The audit committee shall convene periodically with the Bank's
external and internal auditors. Also, the committee may invite to its
meetings any employee to discuss with him/her the topics raised therein;

Adding Para this invitation shall include the CEO and the internal and external
auditors. The internal and external auditors may call for a meeting with
the Committee at any time as may be necessary.

2.6 The minutes of committee meetings shall be distributed to all

Adding Para members, who shall be entitled to request to the committee clarification
of any issues.

Committee Secretary Delete Para

2.5 Meetings of the Committee shall be summoned by the Secretary of

Delete Para

the Committee at the request of Chairman or any member.

2.6 The Secretary of the Committee shall be responsible for preparing
minutes of meetings and will record deliberations and resolutions taken
including the names of members attending and persons invited to the
meeting and the minutes of meeting will be distributed to all Committee
members. The minutes of meetings should include whatever
recommendations it deems appropriate on any area within its scope
where action or improvement is needed.

Delete Para

2.7 Unless otherwise agreed, the notice of each meeting confirming the
venue, time and date together with an agenda of items to be discussed
and supporting documents shall be forwarded to each member of the
Committee.

Delete Para
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3.1 The Audit Committee and its members shall observe the privacy and
confidentiality of the subjects relating to its business. The Audit
Committee shall act in accordance with the official decisions and
instructions issued by the Supervisory Authorities or the directions
communicated to the Committee by the Board of Directors.

The Committee will undertake all tasks entrusted thereto under these
rules. The Board of Directors may entrust to the Committee any other
tasks as required by the Board.

Delete Para

3.2 The Committee shall be accountable to the Board and the General
Assembly, and shall assist the Board in meeting its responsibilities in
ensuring an effective system of internal control and compliance and for
meeting its external financial reporting obligations, including its
obligations with the listing rules for the applicable stock exchange(s) and
compliance with any other relevant rules.

Delete Para

3.3 The Audit Committee is a Board sub-committee with direct
reporting line to the Board.

3.1 The Audit Committee is a Board sub-committee and as such, the
audit committee ensures and supports the effectiveness of decision-
making to achieve the objectives of bank in accordance with best
practices and specialized technical standards. It also assists the Board in
performing its duties and responsibilities, contributing to its
effectiveness of performance and reviewing and monitoring the bank’s
businesses on a regular basis.

Adding Para

3.2 The committee shall have the competence to monitor the financial
institution’s work, verify the integrity and impartiality of its reports
and financial statements, and ensure the availability of internal control
systems therein.

Financial Statements:

A. Financial Reports:

3.4 To review and monitor the integrity of the annual financial
statements of the Bank before approval by the Board, and to give an
opinion and appropriate recommendations in this regard to ensure
integrity, fairness and transparency. To review any formal
announcements relating to the Bank’s financial performance, as well as
the review of any significant financial reporting judgments contained
therein. In reviewing the Bank’s financial statements, the Committee
shall focus particularly on:

Delete Para
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1. any changes in accounting policies and practices;

2. major judgment areas;

3. significant adjustments resulting from the external audit;

4. the going concern assumptions and any qualifications;

5. compliance with relevant accounting standards; and

6. compliance with applicable listing and other legal requirements in
relation to financial reporting.

7. examining the accounting estimates in respect of significant matters
that are contained in the financial reports

Adding Para

Examine the bank's quarterly and annual financial statements
before presenting them to the Board and providing its opinion and
recommendations thereon to ensure their integrity, fairness and
transparency,

Providing its technical opinion -at the request of the Board- on
whether the Board’s report and the bank's financial statements are
fair, balanced, understandable, and contain information that allows
shareholders and investors to assess the bank’s financial position,
its performance, business model, and strategy;

Examine any important or non-familiar issues contained in the
financial reports;

Scrutinize any issues raised by the bank's chief financial officer or
the chief compliance officer or the external auditor;

Examining the accounting estimates pertaining to significant issues
that are contained in the financial reports;

Examining the accounting policies applied by the bank and
providing its opinion and recommendation thereon to the Board;

3.5 Review the Bank’s policy for related party transactions; obtaining a
list of all such transactions, and reviewing their approvals and reasons
thereto and ultimately ascertain the adequacy of their disclosure in the
financial statements.

Delete Para
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3.6 To provide to the Board such additional assurance as it may
reasonably require regarding the reliability of financial information
submitted to it.

Delete Para

Internal Audit:

B. Internal Audit:

3.7 The Committee recommending to the Board the appointment of the
Internal Auditor and his/her remuneration. The CIA reports
administratively to the Committee and to be assessed by the
Committee.

1. The Committee recommending to the Board the appointment/
termination for the services of the Internal Audit unit/department
manager or the internal auditor and proposed his/her remunerations
and to be assessed by the Committee.

3.8 The Audit Committee is responsible for monitoring the Bank’s
Internal Audit functions, and for ensuring its effectiveness in
performing the duties and tasks assigned by the Board of Directors, and
responsible for reviewing and evaluating the material reports produced
by The CIA.

Delete Para

3.9 To review, with the assistance of the Chief Financial Officer and if
appropriate the CIA and the external auditors, the Bank’s accounting
policies and financial procedures and give opinions and
recommendations to the Board in such regard.

2. Examine and review the bank’s internal and financial control system,
and the risk management system.

3.10 To review and discuss management’s statement on internal control
systems prior to endorsement by the Board, the effectiveness of the
Bank’s internal control systems and procedures for compliance with the
Bank’s compliance policy and relevant regulatory and legal requirements
in the Kingdom of Saudi Arabia and whether management has fulfilled
its duty in having an effective internal control system, seeking
independent assurance from Internal Audit to assess the adequacy and
effectiveness of such internal controls.

Delete Para

Adding Para

3. Evaluate the effectiveness and efficiency of internal controls,
policies, and procedures, the reporting mechanism and the extent of
compliance therewith, and provide recommendations to enhance it.

3.11 To review material Internal Audit reports as well as reports of
material inspections carried out by the supervisory authorities and follow
up on the performance of plans for rectification of remarks highlighted
therein.

4. Examine the internal audit reports and follow up on the
implementation on corrective measures with regard to the remarks
contained therein.
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3.12 To oversees the Bank’s internal financial controls and its internal
control and risk management systems and issue a written report of its
opinion and recommendations.

Delete Para

3.13 To monitor and review the Internal Audit plan, the effectiveness of
the Internal Audit function and co-ordination between the internal and
external auditors, consider the findings of any major internal
investigations and management’s response, obtain assurances that the
Internal Audit function is adequately resourced and has appropriate
standing and is free from constraint by management or other restrictions.

Delete Para

Adding Para

5. Monitor and oversee the performance and activities of the internal
auditor and the internal audit department of the Bank, in order to
ensure the availability of the necessary resources and their
effectiveness in performing the activities and tasks assigned thereto.

3.14 To consider any findings of material investigations of internal
control matters as delegated by the Board or on the Committee’s
initiative and management’s response.

Delete Para

External Auditors

C. The External Auditors

Selection, appointing and meeting with the External Auditors:

C.1 Selection, appointing and meeting with the External Auditors:

3.15 To make recommendations to the Board, for it to put to the
shareholders for their approval in a General Meeting, in relation to the
nomination, re-nomination and dismissal of the external auditors and to
approve their fees and assess their performance. and be directly
responsible on behalf of the Board for the oversight of the external
auditors.

Adding Para

Submit a recommendation to the Board to nominate/dismiss auditors,
determine their fees and evaluate their performance, after verifying
their independence and reviewing the scope of their work and the
terms of their contracts;

3.16 The Committee shall meet, at least once a year, with the external
auditors and the Head of Internal Audit.

Delete Para

The Committees responsibilities relating to the External Auditors
shall:

C.2 The Committees Responsibilities relating to the External
Auditors:
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3.17 To oversee and follow up on the external auditors functions and
approve any duties outside the audit work scope they are assigned.

Delete Para

Adding Para

1. Review the plan of the Company's external auditor and its activities,
and ensure that it does not provide any technical or administrative
works that is beyond its scope of work, and provides its opinion
thereon.

3.18 To review the audit plan with the external auditors and give
comments thereon.

2. Review the external auditor's reports and its comments on the
financial statements, and follow-up on the procedures taken in
connection therewith.

3.19 To review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process, taking into
consideration relevant professional and regulatory requirements and
reports on their own policies and procedures regarding independence and
quality control and to oversee the appropriate rotation of audit partners
with the external auditors.

3. Verify the external auditor’s independence and objectivity and the
effectiveness of the audit process, taking into consideration the relevant
rules.

3.20 SAMA regulations will apply on any engagements with external
auditors regarding non-audit services. The Audit Committee are
responsible for overseeing compliance with the relevant SAMA
regulations on non-audit services.

Delete Para

3.21 To review the external auditors Management Letter and
management’s response, any material queries raised by the external
auditors to management in respect of the accounting records, financial
statements and accounts or systems of control and management’s
response, the external auditors report on the progress of the audit and
management’s internal control reports and the actions taken in such
regard.

Delete Para

3.22 To ensure a timely response is provided to the issues raised in the
external auditors management letter.

4. Responding to queries from the external auditor.

3.23 To discuss with the external auditors their general approach, nature
and scope of their audit and reporting obligations before the audit
commences including, in particular, the nature of any significant
unresolved accounting and auditing problems and reservations arising
from their interim reviews and final audits, major judgmental arecas
(including all critical accounting policies and practices used by the Bank
and changes thereto), all alternative accounting treatments that have been

Delete Para
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discussed with management together with the potential ramifications of
using those alternatives, the nature of any significant adjustments, the
going concern assumption, compliance with accounting standards and
stock exchange and legal requirements, reclassifications or additional
disclosures proposed by the external auditors which are significant or
which may in the future become material, the nature and impact of any
material changes in accounting policies and practices, any written
communications provided by the external auditors to management and
any other matters the external auditors may wish to discuss (in the
absence of management where necessary)

Compliance

D. Ensure Compliance:

3.24 To review regular reports relating to conflict of interests and
professional and ethical dealing rules and any other legal or regulatory
matters and verifying that the company has taken the necessary actions
in this regard.

1. To review regulators reports findings, and ensure necessary actions
are taken.

3.25 Review the reports submitted from the Compliance function,
Compliance Committee, and oversee their effectiveness. and assess the
performance of the Compliance Officer on an annual basis.

2. Ensure the Company's compliance with the relevant laws,
regulations, policies and instructions and take the necessary measures
to improve the financial institution’s level of regulatory compliance.

Adding Para

3. Reviewing the contracts and Related Party transactions, and
providing its recommendations to the Board in connection therewith.

3.26 To provide to the Board such assurances as it may reasonably
require regarding compliance by the Bank, with all supervisory and other
regulations to which they are subject.

4. Report issues that the committee sees the necessity of taking action
against to the board, and provide recommendations of procedures to be
taken.

Reporting Responsibilities:

3.27 To report to the Board any issues in connection with what it deems
necessary to take action on, and providing recommendations as to the
steps that should be taken.

3.28 To receive an annual report, and other reports from time to time as
may be required by applicable laws and regulations, from the principal
executive officer and principal financial officer to the effect that such
persons have disclosed to the Committee and to the external auditors all
significant deficiencies and material weaknesses in the design or
operation of internal controls over financial reporting which could
adversely affect the Bank’s ability to record and report financial data

Delete Para
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and any fraud activities, whether material or not, that involves
management or other employees who have a significant role in the
Bank's internal controls over financial reporting.

3.29 To receive reports on the treatment of substantiated complaints
regarding accounting, internal financial controls or auditing matters
received for the confidential, anonymous submission by employees of
concerns regarding questionable accounting or auditing matters, and to
report any significant actual, suspected or alleged fraud (involving
misconduct or unethical behavior related to financial reporting) or
misrepresentation of assets to the Board.

Sharia Committee:

3.30 The Audit committee determines the objectives of the internal
Sharia audit after consulting with the Sharia committee. The objectives
must be in line with the accepted internal auditing standards, taking
into consideration the Independency of Sharia Audit.

3.31 The Islamic Finance Services submits the results and observations
of the internal Sharia audit to the Audit Committee.

Sharia Committee:

1. The Audit committee determines the objectives of the internal
Sharia audit after consulting with the Sharia committee. The objectives
must be in line with the accepted internal auditing standards, taking
into consideration the Independency of Sharia Audit.

2. The Islamic Finance Services submits the results and observations
of the internal Sharia audit to the Audit Committee.

3.32 The Committee shall consider any significant or unusual items that
are, or may need to be, reflected in the annual report and accounts and
shall give due consideration to any matters raised by the Chief Financial
Officer, Head of Internal Audit, Head of Compliance or external
auditors.

Delete Para

3.33 The Committee should take into account the frameworks to
communicate with the supervisory and regulatory authorities regarding
the scope of its responsibilities.

3.3 The audit committee shall make arrangements that enable the
Bank’s 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.

3.34 To undertake or consider on behalf of the Chairman or the Board
such other related tasks or topics as the Chairman or the Board may
from to time entrust to it.

Delete Para
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3.35 The Committee should meet privately with the external auditors and
with the Head of Internal Audit at least once each year to ensure that
there are no unresolved issues or concerns. The external and Internal
Auditors may request to meet with the committee when necessary.

Delete Para

3.36 The Committee shall review annually the Committee’s terms of
reference and its own effectiveness and recommend to the Board any
necessary changes

Delete Para

3.37 To provide a yearly certificate to the Board to include a statement
that the members of the Committee are Non-Executive and Independent
as required by the agreed Terms of Reference.

Delete Para

3.38 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 auditors or determining its remuneration,
assessing its performance or appointing the Head of Internal Auditor, the
Board’s report shall include the committee’s recommendations and
justifications, and the reasons for not following such recommendations.

3.4 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 auditors or determining its
remuneration, assessing its performance or appointing the Head of
Internal Auditor, the Board’s report shall include the committee’s
recommendations and justifications, and the reasons for not following
such recommendations.

Adding Para

3.5 In order to perform its duties, the Audit Committee has the right to
review the bank’s records and documents, and to request any
clarification or statement from the Board or the Executive Management.

3.39 The Committee may request the Board to call the General
Assembly to convene should the Board obstruct its business or if the
Bank incurs large damages or losses.

3.6 The Committee may request the Board to call the General Assembly
to convene should the Board obstruct its business or if the Bank incurs
large damages or losses.
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Definitions:

The expressions and words mentioned in this policy shall,
unless the context requires otherwise, have the following
meanings:

The Bank: The Saudi British Bank.

Executive Member: A full-time member of the executive
management of the Bank, who participates in managing its
daily activities.

Non- Executive Member: A member who is not a full-
time member of the executive management of the Bank and
does not participate in performing its daily activities.

Independent Member: A member who has complete
independence in his/her position and decisions. A member
shall be considered independent if he/she meets the
independence requirements as defined by supervisory
authorities.

Relatives: Defined as per the Supervisory Authorities

Companies Law: The Law issued under Royal Decree for
regulating the requirements regarding the establishment
and operation of companies in the Kingdom of Saudi
Arabia.

Supervisory Authorities: The Regulatory Authorities
including Saudi Central Bank (SAMA), Capital Market
Authority (CMA) and Ministry Of Commerce (MOC).
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AUDIT COMMITTEE - ToR

1.1

1.2

1.3

AUDIT COMMITTEE

CORE TERMS OF REFEREMCE

Preamble:-

In line with the provisions of the Companies Law and
the supervisory authorities requirements for the
establishment of the Audit Committee and its terms
of reference to assume supervision of the Internal
Audit department, review of controls and reporting
systems and recommending the appointment of
external auditors and fixing of their fees in addition to
any other tasks assigned by the Board of Directors as
provided for in the rules for organizing Audit
Committees for Banks operating in Saudi Arabia.

These rules are established as follows:

Part One: Formation, Members’ Selection
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and Committee term:

The Audit Committee is formed by a decision of the
Ordinary General Meetings and the members of the
audit committee shall be from the shareholders or
others. The AGM shall, upon a recommendation of
the Board, approve committee work regulations,
provided that it comprises its work controls and
responsibilities, procedures for appointing its
members, their membership term, their remuneration.
and the mechanism of

appointing temporary members in case a seat on the
committee becomes vacant,

The Committee shall composed of no less than three
(3) and no more than five (5) members; and the
number of Committee members from outside the
Board shall exceed the members from within the
Board.

All committee members shall be independent, and
neither of them shall have a credit relationship with
the bank in his name or in the name of one of his
relatives, or in any capacity with the bank, its board
members, or its executive staff. also, the Audit
committee member should not work or has worked in
the Company's finance Department, the Executive
Management or for the Bank’s external auditor during
the preceding two years.
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1.4
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1.6

1.7

1.8

1.9

1.10

2.1

The Committee members shall have academic
qualifications and professional experience in auditing
and risk management, including knowledge of
accounting and auditing standards, ability to
understand financial reports, including one specialist
in finance and accounting.

In case of any vacancy during the Committee term,
the Board will appoint another member to fill such
vacancy for replacement. Noting that the Board
approval is not final, and the appointment will be
submitted to the first General Assembly Meeting for
ratification.

The Audit Committee is a Board Sub-Committee and
the appointment of its members shall be subject to
SAMA no-objection.

The committee chairman and members shall be
appointed for a period of three years, renewable for a
maximum of two additional terms.

Committee Chair and Secretary:

The Chairman of the Board should not be chairman
or a member of the Audit Committee.

The Chairman of Audit committee or whom they
delegate, shall attend the AGM and answer any
questions raised by the shareholders.

The Audit committee shall have a secretary from
among its members or from outside. and he/she shall
have the necessary qualifications, skills and abilities
to perform the following tasks, as a minimum:

A) Record committee meetings and draft minutes
therefor, taking into account to submit the drafts
to the members to express their opinions thereon
before signing same.

B) Prepare and submit committee reports to the
Board, and retain same

C) Inform committee members of meeting dates well
in advance of the specified date.

Second : Meetings and Quorum

The Committee shall formally meet at least four (4)
times per year, in addition to any other meetings to be
held when required.
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2.2

2.3
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2.5

2.6

3.1

3.2

A majority of Committee members must be present
for a meeting to be valid, either in person or via virtual
meeting platform. A member may not delegate to
another member attendance of meetings or cast their
votes by proxy.

The Chairman of the Committee will preside over its
business and meetings.

The Committee’s decisions will be taken by majority
vote of members attending the meeting, and in case of
a tie, the committee Chairman shall have the deciding
vote in such a case the opinion of a dissenting member
shall be recorded in the minutes of the meeting.

The audit committee shall convene periodically with
the Bank's external and internal auditors. Also, the
committee may invite to its meetings any employee to
discuss with him/her the topics raised therein; this
invitation shall include the CEO and the internal and
external auditors. The internal and external auditors
may call for a meeting with the Committee at any time
as may be necessary.

The minutes of committee meetings shall be
distributed to all members, who shall be entitled to
request to the committee clarification of any issues.

Part Three: Committee Scope of Work &
Responsibilities:

The Audit Committee is a Board sub-committee and
as such, the audit committee ensures and supports the
effectiveness of decision-making to achieve the
objectives of bank in accordance with best practices
and specialized technical standards. It also assists the
Board in performing its duties and responsibilities,
contributing to its effectiveness of performance and
reviewing and monitoring the bank’s businesses on a
regular basis.

The committee shall have the competence to monitor
the financial institution’s work, verify the integrity
and impartiality of its reports
statements, and ensure the availability of internal
control systems therein.

and financial

The functions and responsibilities of the Audit
Committee relate to:
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A. Financial Reports:

1.

Examine the bank's quarterly and annual financial
statements before presenting them to the Board
and providing its opinion and recommendations
thereon to ensure their integrity, fairness and
transparency,

Providing its technical opinion -at the request of
the Board- on whether the Board’s report and the
bank's financial statements are fair, balanced,
understandable, and contain information that
allows shareholders and investors to assess the
bank’s financial position, its performance,
business model, and strategy;

Examine any important or non-familiar issues
contained in the financial reports;

Scrutinize any issues raised by the bank's chief
financial officer or the chief compliance officer
or the external auditor;

Examining the accounting estimates pertaining to
significant issues that are contained in the
financial reports;

Examining the accounting policies applied by the
bank and providing its opinion and
recommendation thereon to the Board;

B. Internal Audit:

1.

The Committee recommending to the Board the
appointment/ termination for the services of the
Internal Audit unit/department manager or the
internal  auditor and  proposed  his/her
remunerations and to be assessed by the
Committee.

Examine and review the bank’s internal and
financial control system, and the risk
management system.

Evaluate the effectiveness and efficiency of
internal controls, policies, and procedures, the
reporting mechanism and the extent of
compliance therewith, and provide
recommendations to enhance it.

Examine the internal audit reports and follow up
on the implementation on corrective measures
with regard to the remarks contained therein.

Monitor and oversee the performance and
activities of the internal auditor and the internal
audit department of the Bank, in order to ensure
the availability of the necessary resources and
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their effectiveness in performing the activities
and tasks assigned thereto.

C. The External Auditors:

C.1

C.2

Selection, appointing and meeting with the
External Auditors:

Submit a recommendation to the Board to
nominate/dismiss auditors, determine their fees and
evaluate their performance, after verifying their
independence and reviewing the scope of their work
and the terms of their contracts;

The Committees Responsibilities relating to the
External Auditors:

1. Review the plan of the Company's external
auditor and its activities, and ensure that it does
not provide any technical or administrative works
that is beyond its scope of work, and provides its
opinion thereon.

2. Review the external auditor's reports and its
comments on the financial statements, and
follow-up on the procedures taken in connection
therewith.

3. Verify the external auditor’s independence and
objectivity and the effectiveness of the audit
process, taking into consideration the relevant
rules.

4. Responding to queries from the external auditor.

D. Ensure Compliance:

1. To review regulators reports findings, and ensure
necessary actions are taken.

2. Ensure the Company's compliance with the
relevant laws, regulations, policies and
instructions and take the necessary measures to
improve the financial institution’s level of
regulatory compliance.

3. Reviewing the contracts and Related Party
transactions, and providing its recommendations
to the Board in connection therewith.

4. Report issues that the committee sees the
necessity of taking action against to the board,
and provide recommendations of procedures to
be taken.
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3.3

34

3.5

3.6

4.1

Sharia Committee:

1. The Audit committee determines the objectives of

the internal Sharia audit after consulting with the
Sharia committee. The objectives must be in line
with the accepted internal auditing standards,
taking into consideration the Independency of
Sharia Audit.

2. The Islamic Finance Services submits the results

and observations of the internal Sharia audit to the
Audit Committee.

Other Responsibilities:

The audit committee shall make arrangements that
enable the Bank’s 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.

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 auditors or
determining its remuneration, assessing its
performance or appointing the Head of Internal
Auditor, the Board’s report shall include the
committee’s recommendations and justifications, and
the reasons for not following such recommendations.

In order to perform its duties, the Audit Committee
has the right to review the bank’s records and
documents, and to request any clarification or
statement from the Board or the Executive
Management.

The Committee may request the Board to call the
General Assembly to convene should the Board
obstruct its business or if the Bank incurs large
damages or losses.

Part Four: Audit Committee Report

The Committee will submit a report on annual basis
to the Board on their opinion as to the sufficiency of
internal control system and the other actions taken
thereby as part of their scope of responsibilities.
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4.2

4.3

5.1

The Audit Committee report shall be made available
at the Bank head office, and published on the Bank
and the Saudi Stock Exchange (Tadawul) website
when publishing the invitation to convene the General
Assembly, to enable shareholders to get a copy
thereof.

The report will read during the General Assembly
Meeting.

Part Five: Committee members Remuneration

The remuneration and attendance fees of the
Committee members will be determined in line with
the Bank Remuneration and Compensation Policy
for Board Directors, Committee Members and
Executive Management and the Board decisions and
in accordance with the regulatory directives, and the
General Assembly will approve the same upon
Committee election for each Board term.
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noepencent Limited AssuranceReport (o The Saud Briish Bank on the
Chaimnans Declaration uncer the Reaurernents of Arice (/1)

To the Shareholders of The Saudi British Bank

We were engaged by the management of The Saudi British Bank (the “Bank”) to carry out a limited
assurance engagementin order to state whether anything has cometo our attention that causes us to believe
that the subject matter detailed below (“Subject Matter”) has not been prepared, in all material re spects, in
accordance with the applicable criteria (“Applicable Criteria”) setoutbelow.

Subject Matter

The Subject Matter for our limited assurance engagement relates to the Chairman’s declaration (“the
Declaration”), prepared by the Bank's managementin accordance with the requirements of Article (71) of the
Saudi Arabian Regulations for Companies, and presented by the Chair of the Bank, which sets out:

¢ the transactions carried out by the Bank during the yearended 31 December2021; and
¢ the proposed transaction whereby Alawwal INVEST Company, a wholly owned subsidiary of the Bank,
will acquire certain business units from HSBC Saudi Arabia (“the Proposed Transaction”);

in which any of the members of the Board of Directors (“BoD”) of the Bank had a direct or indirect personal
interest.

As mentionedin the Declaration, creditfacilities or letters of guarantee issued by the Bank to members of the
BoD and/or to companies and institutions related to members of the BoD under the same terms and
conditions as those offered to the public have not been included, asthese are subjectto other controls and
disclosures as set out.

Applicable Criteria

We have used:

Article (71) of the Saudi Arabian Regulations for Companiesissuedby MoC (1437H—-2015G); and
Articles (55) and (56) of the Regulatory Rules and Procedures issued pursuant to the Companies Law
relating to Listed Joint Stock Companies by the Board of the Capital Market Authority (‘CMA”") (1438H —
2016Gamended 1442H —2020G) (“the Regulatory Rules");

N -

asthe Applicable Criteria.

KPMG Prolessiond Services, a pofessiona dosed joinl slhck company registered in the Kingdom of Saudi Arabia, with paid-up capital of SAR 25,000,000 Previously krown as "KPMG Al
Fozan & Partners Certified Public Acoouriants” A non-pariner member irm of lhe KPMG global organization ofindependent member fimms affiliated with KPMG International Limiled, a
private English company imited by guarantee. All ights reserved
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To the Shareholders of The Saudi British Bank (continued)

Management Responsibility

The managementand the Chair of the Bank are responsiblefor the preparation and appropriate presentation
of the Subject Matter, in accordance with the Applicable Criteria. Further, the Bank's management is
responsible for establishing and maintaininginternal controls relevantto the preparation and presentation of
the Subject Matter that is free from material misstatement, whether due to fraud orerror.

This responsibility includes: designing, implementing and maintaining internal controls relevant to the
preparation and presentation of the Subject Matter. It also includes selecting the Applicable Criteria and
ensuring that the Bank complies with the Saudi Arabian Regulations for Companies issued by Ministry of
Commerce (“MoC") on 22 Safar 1437H (corresponding to 4 December 2015); designing, implementing and
effectively operating controls to achievethe stated control objectives; selectingand applyingpolicies; making
judgments and estimates that are reasonable in the circumstances; and maintaining adequate records in
relation to the Subject Matter information.

The management of the Bank is also responsible for preventing and detecting fraud and for identifying and
ensuring thatthe Bank complies with laws and regulations applicableto its activities. The management of the
Bank is responsible for ensuring that staff involved with the preparation of the Subject Matter information are
properly frained, systems are properly updated and that any changes in reporting encompass all significant
business units.

Our Responsibility

Our responsibility is to express a limited assurance conclusion on the Subject Matter based on our limited
assurance engagement conducted in accordance with the International Standard on Assurance
Engagements (“ISAE") 3000, “Assurance Engagements Other Than Audits or Reviews of Historical Financial
Information” as endorsed in the Kingdom of Saudi Arabia; and the terms and conditions for this engagement
as agreed with the Bank's management.

Our procedures were designed to obtain a limited level of assurance on which to base our conclusion and,
as such, do not provide all of the evidence that wouldbe requiredto provide a reasonable level of assurance.
The procedures performed depend on the assurance practitioner's judgment, including the risk of material
misstatement of the Subject Matter, whether due to fraud or error. While we considered the effectiveness of
management's internal controls when determining the nature and extent of our procedures, our assurance
engagementwas notdesigned to provide assurance on internal controls.

Independence and Quality Controls

We are independent of the Bank in accordancewith the professional code of conductand ethics as endorsed
in the Kingdom of Saudi Arabia that are relevant to our assurance engagement, and we have fulfilled our
other ethical responsibilities in accordance with these requirements.

Our firm applies International Standard on Quality Control 1, and accordingly maintains a comprehensive
system of quality control, including documented policies and procedures regarding compliance with ethical
requirements, professional standards and applicable legal and regulatory requirements.
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To the Shareholders of The Saudi British Bank (continued)

Summary of Procedures

The procedures performed in a limited assurance engagementvary in nature and timing from, and are less
in extent than for, a reasonable assurance engagement. Consequently, the level of assurance obtainedina
limited assurance engagementis substantially lower than the assurance thatwould have been obtained had
a reasonable assurance engagementbeen performed.

As partof this limited assurance engagement, we have not performed any procedures by way of audit, review
or verification of the Subject Matter, nor of the underlying records or other sources from which the Subject
Matter was extracted. Accordingly, we do not express such an opinion.

Our procedures included the following:

» Obtaining the Declaration thatsets out, pursuantto the law and the Regulatory Rules referred to in the
Applicable Criteria, business and contracts performed involving any of the BoD members of the Bank in
2021, eitherdirectly or indirectly, includingthe Proposed Transaction;

Reviewing the minutes of meetings of the BoD and its relevant sub-committees thatindicate notifications
to the BoD / sub-committees by certain directors of actual or potential conflicts of interest in relation to
business and contracts involving the BoD member, either directly or indirectly, including as regards the
Proposed Transaction;

e Checking that the minutes of meetings record that the relevant director(s) who notified the BoD / sub-
committees of actual or potential conflicts of interest did not vote on the resolution to recommend the
related transactions and contracts, where applicable, including the Proposed Transaction;

On asample basis, obtaining the required approvals along with supporting documents for the transactions
included in the Declaration; and

Obtaining and reading the Related Parties Forms submitted during the year ended 31 December 2021

by each memberof the BoD as at 31 December2021, prepared to comply with the Related Party Rules
issued by the Saudi Central Bank (“SAMA”) as well as the requirements issued by the CMA and SAMA
Circular 351000063651 dated 18/03/2014, Principles of Corporate Governance.

Limited Assurance Conclusion

Our conclusion has been fomed on the basis of, and is subject to, the matters outlined in this report. We
believe the evidence we have obtained is sufficientand appropriate to provide a basis for our conclusion.

Based on our limited assurance procedures performed and evidence obtained, nothing has come to our
attention that causes us to believe thatthe SubjectMatter has not been prepared, in all material respects, in
accordance with the Applicable Criteria.

Other matters

For the avoidance of doubt, we note the followingim portant points relevant to the understanding of our scope
of work, procedures and conclusion relating to the Proposed Transaction:

1) We have notperformed any procedures to examine the commercial aspects of the Proposed Transaction,
including the fairness of the proposed terms. We therefore do not provide any opinion in thatregard.

2) We note that this is a proposed transaction atthis stage, and any assurance procedures relating to the
financial reporting of the transaction can only be performed post closing.
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To the Shareholders of The Saudi British Bank (continued)

Restriction of Use of Our Report

Our report has been prepared upon the request of the Bank’'s management to be presented to the
shareholders in the Annual General Meeting to be held on 17 April 2022 in accordance with the requirements
of Article (71) of the Saudi Arabian Regulations for Companies, and should notbe used for any other purpose.

KPMG Professional Services

Dr Abdullah Hamad Al Fozan
Chairman & SeniorPartner
License no. 348

Al Riyadh, 20 March 2022 T
Corresponding to: 17 Sha'aban 1443H———
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Chair letter for AGM

Dear SABB Shareholders,

With reference to Article (71) of the Companies Law, which states that a board member may not have any
direct or indirect interest in transactions or contracts made for the company, except with authorization from
the ordinary general assembly, we hereby notify you of the specific transactions and contracts in which
members of the Board of Directors have or had direct or indirect interest, and for which the Bank will seek
authorization from the Ordinary General Assembly, as follows:

1. Proposed transaction

The conditional Business Transfer Agreement concluded between the Alawwal INVEST Company (as
buyer), a wholly owned subsidiary of SABB, and HSBC Saudi Arabia (as seller), together with
supplemental agreements and letters.

2. Transactions concluded during the year ended 31 December 2021

a. The Performance Level Agreement between the Bank and HSBC Bank Middle East Limited
(HBME) for professional services.

b. The Service Level Agreement between the Bank and HSBC Saudi Arabia.
c. The Intra Group Service Agreement between the Bank and HSBC Holdings ple.

d. The financing syndication related profit share paid to HSBC Saudi Arabia Ltd.

The Bank provides credit facilities and/or issues letters of guarantee to a number of members of the board of
directors and/or to companies and institutions related to members of the board, and these facilities are subject
to the controls stipulated in the Banking Control Law and the instructions issued by the Central Bank of Saudi
Arabia. These facilities have been disclosed in note 35 of the Bank’s financial statements as of 31 December
2021.

Attached is the related assurance report issued by the Bank’s auditors, KPMG.

Regards,
Sgaioustaler ph o of
Lubna Olayan KPMG Professional Services
Chair tadl | aby%
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Relation to Related
PPar(y

Par(y with

Dirceet and/or
Indireet Interest

Name ol the

Value

Y ear ended
31 December
2021

Nature ol Business

Saudi Xerox Board Member / Lubna Olayan SAR 3,349,035 | Statement Print
Agen Co Shareholder
2 Schindler Olayan Board Member Lubna Olayan SAR 74,516 Elevator Maintenance
Elevators
3 HSBC Bank Board Member Stephen Moss SAR PLA (Performance Level Agreement) HBME
Middle East Samir Assaf 13,881,000 Murex (Software)
Limited Tony Cripps
David Dew*
4 HSBC Holdings Board Member / Stephen Moss SAR Intra Group Service Agreement for HGHQ
Significant Samir Assaf 22,194,000
Shareholder Tony Cripps
David Dew*
5 HSBC Bank plc Board Member Stephen Moss GBP 562,310 Intra Group Service Agreement for HSBC UK
Samir Assaf
Tony Cripps
David Dew*
6 HSBC Bank Board Member Stephen Moss CAD 16,012 Intra Group Service Agreement for HSBC
Canada Samir Assaf Canada
Tony Cripps
David Dew*
7 HSBC Saudi Board Member Stephen Moss SAR Services Agreement
Arabia Ltd /49% Owned by Samir Assaf 24,320,000
SABB Tony Cripps
David Dew*
8 Al Bustan Board Member Lubna Olayan SAR 2,401,931 | 1 ATM and 4 Staff Housing Rentals
Company
9 Olayan Real Board Member Lubna Olayan SAR 792,000 Branch Site Rentals
Estate Co.
10 | Arabian Business | Board Member / Lubna Olayan SAR 242,844 One-time services
Machines Co. Shareholder
11 HSBC Saudi Board Member/49% | Stephen Moss Ongoing, Assets transfer
Arabia Ltd Owned by SABB Samir Assaf expected to
Tony Cripps complete in
David Dew* 2022
12 | HSBC Saudi Board Member Tony Cripps SAR Profit share relating to financing syndication
Arabia Ltd /49% Owned by David Dew* 28,084,118 services
SABB Stephen Moss
Samir Assaf

* Mr. David Dew retired as a Director during 2021.
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