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Part 1: Definitions

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 and subsidiaries.

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

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 not receiving a monthly or annual salary.

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 However
a member consider an independent member if it does
not negate the independence requirement for an
independent director by the regulation.

Relatives: As per the Supervisory Authorities.

Powers and Responsibilities of the Board of
Directors: the powers and responsibilities provided
for in the circular issued by SAMA to banks
operating in the Kingdom setting forth the general
responsibilities a board director has to fulfill.

Corporate Governance: the Rules issued by CMA
setting forth the aspects of governance of companies
listed in TADAWUL. It included definition of
shareholders  rights, disclosure requirements,
formation of Boards of Directors, Board Committees
and conflict of interests.

Principles of Corporate Governance for banks
operating in the Kingdom: This is the principles of
Governance issued by SAMA setting forth the
requirements Banks have to observe including the
rights of shareholders, formation and liabilities of
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the Board, Board Committees and Disclosure
requirements.

Requirements For Appointment in Senior
Positions in Banks Operating in Saudi Arabia:
These were the subject of SAMA circular setting
forth the requirements and terms to be met when
selecting and appointing Board directors and senior
executives in the Banks operating in the Kingdom
upon concluding their fit and proper assessment.

Banking Control Law: the Law issued under Royal
decree to regulate the banking business and
establishment and operation of banks in the
Kingdom of Saudi Arabia.

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

Regulating Rules For the Banking Control Law
Rules: the organizational rules issued under the
Resolution of the Minister of Finance which aims to
clarify the provisions of certain rules of The Banking
Control Law.

Supervisory  Authorities:  The  Regulatory
Authorities including Saudi Arabian Monetary
Authority (SAMA), Capital Market Authority
(CMA), Tadawul and Ministry of Commerce and
investment (MOCI)

Bank Governance Document: the documents
which sets forth the Bank's policy in complying with
the requirements of Governance as approved by the
Board of the bank as amended from time to time to
match the Supervisory Authorities guidelines.

Succession Policy: Succession is a planning process
for filling a position which may potentially be
vacant; it aims to ensure continuity of performance
efficacy through the continuity of leadership.

The Succession process, in terms of Board
membership relates to filling a potentially vacant
position by an earmarked replacement who is
prepared to undertake such role and who meets the
personal  characters, leadership  skills and
preparedness required.

Policies and Criteria For Board
Membership

Preamble:

The principles of governance require that each
company must ensure that its Board members are
adequately qualified to assume the duties and
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responsibilities entrusted to them. They must have
the necessary capabilities to enable them give the
right judgments when taking decisions.

The Bank, being a Saudi company licensed to
conduct banking business and a TADAWUL listed
company, abides in content and form with the rules
and regulations issued by the supervisory authorities
as set in the rules and regulations regulating the
business of listed companies in general and the
banking business in the Kingdom in particular.

The supervisor authority provided for a number of
general requirements that should be fulfilled when
nominating and selecting Board members. The
Corporate Governance Rules also provided for the
rules for enforcement of banking control law as well
as the appointment requirements issued by SAMA
and which all banks operating in the Kingdom of
Saudi Arabia must meet taking into consideration
that the people nominated for the Board membership
must hold the appropriate technical, operational and
administrative skills and financial experience to
enable them to meet all or part of the tasks and
responsibilities entrusted to them

The supervisory guidelines issued to the Banks
operating in the Kingdom by the Supervisory
authorities provided for the enactment of a policy to
set the criteria for Board membership, selection and
appointment.

In line with such Supervisory rules, this policy and
procedures were prepared and approved by SABB
NRC and the bank Board, and will be enforced upon
approved by the SABB AGM to be used a general
manual for the Nomination & Remuneration
Committee and the bank Board in setting the criteria
for selection of members nominated for the bank
Board directorship from executives members and
non-executives members and the members of Board
committees.

Objectives:

This Policy is intended to be as implementing rules
and guidelines for setting the general and special
criteria for selection and appointment of nominated
bank Board members, whether executives members
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or non-executives members, who should have
appropriate knowledge, skills and experience so as
to contribute to the efficiency of Board duties and
provide the appropriate leadership contributing to
bank success

As a general principle, Board members should be
qualified to perform the tasks entrusted to them.
They should have a clear understanding of their
required role and be able to exercise sound and
objective judgment on all affairs, works and
activities of the bank.

To achieve integration factors in the formation of the
bankBoard Directors and its efficiency in
performing its missions, the Board members should
"collectively” have a mix of professional, practical
and managerial skills, financial experience, and
distinguished personal qualities.

As a major requirement, a Board member should be
of high reputation and competence, integrity and
ability to bear responsibility. The board directors
must have impressive leadership and exemplary
qualities; they must be able to oversee, follow up and
direct the bank to achieve its strategic goals.

Part 3: Criteria For Selection and
Appointment of Board Members

3.1 Board Of Directors Appointment

As per the Bank'sbylaws, the bank shall be managed
by (11) directors, eight (8) of whom shall be
appointed by the Ordinary General Meeting for three
year tearms by way of election pursuant to the
accumulative  voting method (the “Elected
Directors”), and three (3) of whom shall be
appointed by the shareholders HSBC Holdings B.V.
(the “Appointed Directors”), after having obtained
confirmation of no objection from SAMA before
any appointment. All Directors may be reappointed
for new terms.

As HSBC Holding B.V. holds at least 29% of the
Bank shares it shall have the right to appoint the
three (3) appointed Directors only, and to replace all
or any of them and it shall not be entitled to
nominate, elect and/or appoint any other directors.
Such appointment or replacement shall be made by
the Board of Directors if HSBC Holding B.V. and
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communicated by a letter addressed to the Bank
Board.

In the event of vacancy of a Board member’s
position during the existing Board term for any of
the termination reasons stated below, the Board of
Directors may, on the basis of a recommendation by
the Nomination and Remuneration Committee, fill
this position subject to the regulatory requirements
provided that such appointment shall be presented to
the next General Meeting for approval.

The Board Committees are formed in line with the
provisions of the Bank's bylaws and the bank
Governance Document. These Committees include
Executive Committee, Audit Committee,
Nomination and Remuneration Committee and the
Board Risk Committee.

These committees are formed from Board and Non-
Board members, and the Supervisory requirements
issued by the Supervisory Authorities and the
subject committees ToRs are to be observed upon
formation of these committees.

3.2 Nomination for Board membership:

The Committee is assigned to assess and recommend
to the Board of Directors the names of persons
nominated for the membership of the Board and
committees.

The announcement of the commencement of the
nomination period to the membership of the Board
shall be published on Tadawul and the bank’s
website and through any other medium specified by
the Capital Market Authority (CMA), for
nomination period shall remain open as per the
regulatory directives.

Each shareholder have the right to nominate himself
or others to the membership of the Board.

Any person wishing to run for the Board
membership must provide Nomination and
Remuneration Committee through the Bank's
Company Secretary the nomination forms endorsed
by the following authorities:
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1.The Bank form: The enclosed nomination form is
to be filled and signed.

2. SAMA: whereas the “Fit & Proper” form is to be
filled and signed by the nominee.

3. Capital Market Authority: the enclosed form
which is designed for the CV of candidates
nominated for the membership of the Boards of
Listed Joint-Stock companies is to be filled and
signed.

The above supervisory authorities must be provided
within the stipulated timeframe with the necessary
documents duly completed and signed in accordance
with the respective instructions.

In light of the regulatory directives, the board, after
being elected, should select a Chairman and Vice
Chairman from among its Non-Executive directors,
and SAMA approval is to be sought for these
appointments.

SAMA no objection is also to be sought before
appointing the members and the chairmen of the
board’s sub committees.

The Company Secretary, in liaison with the
Nomination and Remuneration Committee must
ensure the availability of the subject forms, and that
all the applications are completed and fulfilled in
line with the regulatory requirements, taking the
following into consideration:

e The nomination forms must be completed
and signed by the candidate personally, and
the Company Secretary must make such
forms available for candidates through the
different available channels.

e A clear copy of candidate's personal and
family ID (National 1D, Family ID, Igama,
and Passport) must be attached to the
nomination form.

e Candidate must attach a copy of his CV
showing experience and skills in the Banking
business (if any) to be handed to the Bank in
good time before the AGM as set in the
bank's announcements.

T Slo adglly il oy Cuay s ) Figad
i

il ol dusy o gdgrad) ad) S8 A 2
RUYS A CJ)AJGJQ @ﬁjﬂ\)

o aislly il & Cusy 1 el Geud) Aa 3
w&hwc‘i)&u\ﬂ\awm\ciﬂ\
:LJJM\A:JLA\ d}d\‘_ghjmwmi\s)ﬁwh\

2 A Clavicall Al AW Clealdl b g
(a8 Le (385 9 3a2aall 3 yill JOA Lale a8 5l 5 Laplasing
A5 Cladatl) Al

o o O ALY Gl sill 4 pali Lo B3y
eloac W) (e Al ili g Gt ) HLEA) AT g 63 laY)
LA@-)XQ 953}*“‘5\ g_r’)’J\

3] A 30 Al pe o Jgeanl) dlid) e iy LS
odaall e Aadl glalll JS5 die gasmull ol
Lol dpand

Aal e ol a3l s,y Gdadd Al Y e
Ol oded il g e aSU S g cland il
abiall il gll e iyl 558 JA a5 G ey
Al puall il Al Gl Jseds JSiul Glaas (e
- A\_J\.ﬂ\ C_aulald\ '&\.c_\)n & ‘:\...pq\.jéﬂ\

il Jd e @il il lain) algis eliniul e

odaal Aaladl DY) o s cbiads 4 gl

e U..);JL).AH Lg_\;‘..\;\} C.JLQ.\D FRYY ).\5)3 c)\.l‘){'\
Aaliaal) Jaila o)) 5 il sl

A sell (o daml y Adu o il lla i pall 380 0 @
cAgila gl Ay sel) ABlay) 4p Aalal) Alilall g Apadll)

M palls AG iy Ul mindl @iy ol e

((Can s o) gl sl s Jleel Jlaa (& <l yall

dmaall glaia) (o AlS Cly J8 i) ) alud Cuay
AdDle) b il saaay Le (38 5 lull dalal

Page - 7/15



e Candidate must provide a list of Joint-Stock
companies of which he occupied Board
membership and respective dates.

If the candidate had occupied Bank Board

membership, he then has to provide a

statement of the bankmanagement of the last

Board, including the following information:

- Number of Board meetings held during
his membership term.

- Number of meetings he attended in his
personal capacity and percentage of
attendance of all meetings.

- The permanent committees in which he
participated and the number of meetings
each of such committees had held and the
percentage of attendance.

- Summary of the financial results
achieved by the Bank in each year of his
Board membership.

The required Qualifications for Board of
Directors:

As a general rule, each candidate to Board
membership should be of a high level of knowledge,
experience and skill, in addition to continuous desire
to learn and develop.

The Nomination and Remuneration Committee must
examine the Candidate's qualifications and to
evaluate his capabilities in leadership and
independent judgment in addition to knowledge in
the financial and accounting affairs in order to judge
his ability to fulfill the duties of his position, if
selected. In addition, The bank should consult with
and inform SAMA and obtain its written non-
objection before the nomination, the appointment,
and removal of any board member or any employee
from the senior management. The following are the
criteria which the candidate must meet:

1.Ability of lead A Member should have
charismatic leadership and have the ability to
delegate powers, to motivate staff and encourage
them to apply the best practices in effective
management and adhere to values and professional
ethics.
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2. Independence: The candidate must have the
necessary independence to perform the tasks and
duties of the proposed Senior Position and shall not
have employment interests or obligations, or any
other situations which might give rise to conflict of
interests or which could, in any way, impair the
candidate’s ability to independently perform the
duties of the proposed position.

3. Competence: He/she shall have the academic
qualifications and proper professional and personal
skills as well as an appropriate level of training and
practical experience related to the current and future
businesses of the Company and the knowledge of
management, economics ,accounting, law or
governance,

4. Ability to guide : the ability to provide strategic
guidance, long-term planning and clear future
vision.

5. Financial Knowledge: the ability to read and
understand financial statements and reports as well
as ratios used to measure performance.

6. Physical fitness: the member should be in good

health and be able to carry out his duties.

7. Honesty, integrity and good reputation and
fairness: The candidate must have personal
qualities, such as honesty; integrity; good reputation
and fairness, and must not have been convicted of
any crime impinging on honor or integrity, unless
rehabilitated.

3.4 Evaluation and Selection for Board of

Directors and Committee members:

The Nomination and Remuneration Committee shall
receive and review the CVs of persons nominated for
the Board membership and disclose to investors such
CVs within the General Meeting’s invitation on
Tadawul and SABB website, so as to enable
shareholders to judge the efficiency and adequacy of
candidates for the Board memberships.

The Nomination and Remuneration Committee shall
receive and review the CVs of persons nominated for
the Board membership and disclose to investors such
CVs within the General Meeting’s invitation on
Tadawul and SABB website, so as to enable
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shareholders to judge the efficiency and adequacy of
candidates for the Board memberships.

The Committee shall submit its recommendations on
the persons nominated for the Board membership
after concluding their fit & proper assessment who
will appoint them after having obtained the
appropriate approvals.

Nomination Condition

The Nomination and Remuneration Committee,
upon viewing nomination documents and
interviewing candidates, must observe the general
requirements in respect of each candidate in line
with the Banking Control Law requirements,
including:

1. Not to accept the nomination of any candidate
who had been convicted for a dishonesty or breach
of faith crime, or if he declares himself or any entity
he owns or participates in whether in or out of the
Kingdom.

2. Not to accept the nomination of any candidate
who had conducted a leading position or the Board
membership of any banking institution which has
been liquidated or declared bankrupt or suffered any
reputational damages due to regulatory or
supervisory violations.

3. Not to accept the nomination of any candidate
who had been dismissed from the directorship of any
financial or banking institution or his services
terminated for regulatory or organizational reasons.

4. Not to accept the nomination of any candidate
who occupies at the same time the directorship of
another licensed Bank in the Kingdom.

5. Not to accept the nomination of any candidate
who is a director with a maximum of five listed
companies provided that there should be no conflict
of interests in his membership in any of these
companies.

3.6 Requirements relating to formation of Board
and Committees:

The Nomination and Remuneration Committee,
upon evaluating the structure of the Board and its
Committees, must observe the appropriate
supervisory requirements as stipulated in the
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Corporate Governance issued by CMA and the
Principles of Corporate Governance For Banks
operating in the Kingdom of Saudi Arabia issued by
SAMA.

3.8 SAMA approval
supervisory authorities:

and notification to

A candidate running for the Board membership
should have obtained SAMA no-objection before
recommending his nomination to the General
Meeting of the bank or being appointed.

The office of a director of the bank’s
Directors shall be vacated :-

Board of

1. At the end of its term.

2. Upon resignation of the Director.

3. If the Director becomes disqualified from
holding office under any law in force in the
Kingdom of Saudi Arabia

4. If he is removed from his office by a Resolution
passed by the General Meeting by a majority of
two thirds in case such removal is not requested
by the Board and of a simple majority in case the
removal is requested by the Board.

5. If he is found to be of unsound mind or
unhealthy.

6. If the Director convicted of an offence involving
dishonesty, fraud, moral turpitude or resulted in
deception.

7. If he becomes bankrupt or makes any
arrangement or compounds with his creditors.

8. If he is a Director of another bank’s Board of

director in the Kingdom.

3.11 Selection and appointment of The Managing
Director

In line with to the bank’sbylaws, the Board of
Directors shall appoint a managing director from
amongst the directors selected and appointed by
HSBC Holdings B.V.
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The Managing Director shall act as an executive
director and executive officer to carry out the duties
entrusted to him under the Bank’s bylaws.

Section Four: Principal Roles and
Responsibilities of the Board of Directors

In line with the Bank’sbylaws , the directors shall
assume the necessary powers, responsibilities and
authorities for management of the Bank. The
exercising of Directors duties and responsibilities is
subject to integrity, honesty, credibility, loyalty and
prioritization of the Bank’s and its shareholders’
interests as well as the keenness to comply in content
and form with all regulations governing banking
business.

The Board of Director shall oversee the business of the
bank, including approving and overseeing the
implementation of the bank’s strategic objectives, and
approving risk strategy, corporate governance rules and
principles of professional conduct.

The Board of Directors is also responsible for supervision
of senior management and supervision of risk.

Members of the Board of Directors shall carry out the
tasks and responsibilities entrusted to them by ensuring
that adequate policies and procedures for supervision and
control of the bank's performance are in place. In
addition, the following responsibilities are to be
observed:

4.1 Time Devotion

The business of the Board of Directors and its
committees require a member to devote sufficient
time for fulfillment of duties and responsibilities
assigned to him, including attendance of Board and
committees meetings and the Bank’s General
Meeting.

4.2 Abide by Conflict of Interest Policy

As a general rule and as stipulated by the Conflict of
Interest Policy approved by SABB Board of
Directors each director is expected to exercise his
role with full honesty and integrity by always giving
priority to the Bank’s interests over his personal
interests and avoiding any conflict of interests in
favor of personal objectives.
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4.3 Abide by SABB Policies of Privacy,
Confidentiality of Information:

All directors of the Board and committee members
understand that, all information acquired or seen
within the course of exercising their duties and
responsibilities is of confidential and private nature
and that it is the sole property of the Bank. The
directors shall avoid disclosing any information
about the Bank, its customers or activities to any
party for achieving personal interests without prior
approval from the Chairman.

4.4 Principle of Code of Conduct:

The Board and senior management shall comply
with the professional conduct and ethical values at
the Bank.

Each director shall confirm in writing on an annual
basis to the Board and Nomination and
Remuneration Committee that, he would comply
with the liabilities and requirements of the Code of
Conduct for Directors and Committees member’s
principle.

4.5 Confirmation of Independency

An independent director is the person classified as
independent member in line with independency
criteria contained on the supervisory authority. An
independent director and the committee members
shall not have material relationship with the Bank
(whether directly or as shareholder, partner or an
employee of an establishment having substantial
relationships with the bank).

As stipulated in The Bank Governance document the
directors classified as independent members in the
board of directors shall confirm in writing annually
to the Board and the Nomination and Remuneration
committee, their independency.

Section Five: Succession Policy
5.1 Succession Policy

The Board’s Nomination and Remuneration
Committee is liable to review the components of
succession policy which is aimed to ensure smooth
transfer of Board directors and that membership is
filled in harmonious rotation in line with the
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availability of necessary skills as required to fill the
positions in the Board and committees.

The succession policy adopted by the Bank for
Board membership covers also membership for
Board sub-committees (Nomination &
Remuneration Committee, Audit Committee,
Executive committee and Property Committee).

Whereas the Nomination and Remuneration
Committee is liable for evaluation of the Board and
Committees structure, review of the strength &
weakness factors therein and reporting to the Board
of any related suggestions, it is therefore important
to consider the following requirements which are
considered essential for the succession policy
adopted by the Bank :

e Formation of the Board and development of
conceptions of minimum and maximum limit
of the number of members of the Board and
committees.

e The board Committees required and
effectiveness of their members in
participating in their business and meetings

e Formation requirements in the light of the
number of executive, non-executive and
independent members.

e Requirements of the need for certain skills

Whereas the Nomination and Remuneration
Committee is responsible of evaluating the status of
the Board and the extent of its need for injecting new
personalities and certain skills. It is therefore
important for the success of the succession policy to
develop a plan that includes the directors, their term
of service and expiry of the present term. This also
applies to the Board committees in the light of the
necessary skills to be filled.

Also one of the basic elements for the success of
succession process which should be considered is to
discuss with the Directors their personal plan on
regular and explicit basis and their intentions of
which commitment reconfirmation by them on
annual basis may be taken into consideration.
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Activation of succession policy adopted by the Slo il Lagh Al Py Al Jasi Alee Jails
Bank consists of the following elements: S AUl alial)

e Identification of members of whom a O coed iR 38T aly o ) elime ) anai m

replacement needs to be assigned through:

- Determine the powers of the current
member, his role and participation in the
Board’s committees business.

- Determine the skills and duties to be filled
in the light of need and availability.

- Determine personal characteristics, skills
and ability of judgment required by the
Board.

- Determine required and available leadership
capabilities.

e |dentification of persons nominated to be
directors from highly qualified persons who
can participate in the succession process.
The following should be observed:

- Determine the gap between the highly
qualified persons who are capable of
performing the work at present and the duties
they have to assume.

- Establish a development plan for each highly
qualified member to prepare him for the
potential position.

o Implement the development activities with
each highly qualified member.

e Interview and evaluate potential members for
the position.

e Evaluation of successions efforts and make
changes according to a specific program for
attracting and appointment of nominees.
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