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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

PART 1 - DEFINITIONS

The definitions mentioned below and used throughout this
Policy shall have the following meanings:

Applicable Laws: The laws and regulations listed in
section 3.1 herein (as amended and supplemented from
time to time).

Appointed Director*: A member of the SABB Board who

is appointed by the shareholder HSBC Holdings B.V.
The

document which sets forth the Bank's policy in complying

Bank Corporate Governance Framework:

with the governance arrangements approved by the Board.

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

CMA: The Capital Market Authority of Saudi Arabia.

Companies Law or Law: The law issued by Ministry of
Commerce for regulating the requirements regarding the
establishment and operation of companies in the Kingdom
of Saudi Arabia.

Company Secretary: The company secretary of SABB.

Conflict of Interest Policy: The Bank’s policy to identify
and manage conflicts of interest.

The
regulations issued by the CMA setting forth the governance

Corporate Governance Regulations or CGRs:

requirements for companies listed on the Saudi Exchange.
Director: A member of the SABB Board.

1 As per the definition provided in the Bank’s bylaws, Art. 17
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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

Elected Director?: A member of the SABB Board who is

appointed by the General Assembly.
Executive Director: A member of the SABB Board who

is also a member of the executive management of the Bank
and participates in the management of its daily affairs and
earns a monthly salary in return thereof.

A member of a SABB
board committee who is not a member of the SABB Board.

External Committee Member?:

General Assembly: Assembly consisting of the
shareholders of SABB duly convened in accordance with
the provisions of the Companies Law and the Bank’s
bylaws.

Independent director: As per the definition provided in
the Key Principles.*

Key Principles of Governance in Financial Institutions
or Key Principles: The principles issued by SAMA setting
forth the governance requirements financial institutions
must observe.

MOC: The Ministry of Commerce of Saudi Arabia.

Non-Executive Director: A member of the Board who
provides opinions and technical advice to the Bank but is
not involved in any way in the management of its daily
affairs and does not receive a monthly or annual salary.

Selection Policy for Board and Board Committee
Members or Selection Policy: The policy for the selection
and nomination of SABB board and board committee

members.

2 As per the definition provided in the Bank’s bylaws, Art.17

3 As per the Key Principles (opening paragraph of the 5t Principle), the members
of Board Committees can be appointed from within or outside the Board.
‘External Committee Members’ refer to the Board Committees’ members from
outside the Board.

4 Both the CMA and SAMA provide a definition of independence, however, the
SAMA definition being more comprehensive, it is the definition applied herein.
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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

Relatives: Fathers, mothers, grandfathers and
grandmothers (and their ancestors), children, grandchildren
and their descendants, siblings, maternal and paternal half-
siblings, husbands, and wives.

Requirements for Appointments to Senior Positions in
Financial Institutions Supervised by SAMA or The
SAMA circular(s) setting forth the

requirements and terms to be met when selecting and

Requirements:

appointing Board directors and senior executives in the
Banks operating in Saudi Arabia.

Saudi Exchange (“Tadawul”): The stock exchange of
Saudi Arabia.

SABB or Bank: The Saudi British Bank.

SABB Board of Directors or SABB Board or Board: The
board of directors of SABB.

SABB Board Committees or Board Committees:
committees of the SABB Board.

SABB NRC or NRC: The Nomination and Remuneration
Committee of the SABB Board.

SAMA: The Saudi Central Bank.

Supervisory Authorities: The regulatory bodies in Saudi
Arabia, including but not limited to, the CMA, SAMA and
the MC.

The
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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

PART 2 - PREAMBLE

2.1

2.2

2.3

2.4

SABB is of the view that good governance is good
business. Well-governed companies are better positioned
to make high-quality decisions that benefit the company
and ultimately its shareholders and other key
stakeholders.

Well-governed companies are invariably led by effective
boards. Effective boards, in turn, are comprised of
individuals that bring a diversity of skills, competencies,
experience and leadership styles required to assume the
duties and responsibilities entrusted to them. High quality
boards are also characterized by individuals who
demonstrate independent thinking, sound and objective
judgement when assessing company matters and making
decisions. Consequently, the procedures in place to
select, nominate and appoint board members must enable
the selection of individuals who bring these attributes.

the Bank, being a Saudi company licensed to conduct
banking business in the Kingdom and listed on the Saudi
Exchange, operates in a highly regulated environment.
The Supervisory Authorities have enacted several laws,
rules and regulations that contain various requirements
that must be fulfilled by financial institutions, such as the
nomination and selection of board and board committee
members, including the development and adoption of a

policy that govern these activities.

In line with global best practices and regulatory
requirements, this Selection Policy was prepared and
approved by the NRC and the Board to guide the selection

and nomination of Board and Board Committee members
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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

and shall be enforced following ratification by the

General Assembly.®

PART 3-POLICY OVERVIEW

3.1 Legislative Background

3.1.1 This Selection Policy has been developed in accordance

with all applicable laws and regulations from the

Supervisory Authorities, such as:

1)

2)

3)

4)

5)

The Companies Law issued pursuant to the Royal
Decree No. M/3 dated 28/01/1437H (corresponding to
10/11/2015) as amended;

The Banking Control Law issued pursuant to the
Royal No. M/5 dated 22/02/1386H
(corresponding to 12/6/1966G) as amended,;

Decree

The Key Principles of Governance in Financial
issued by SAMA, dated 6/1442H
(corresponding to 6/2021G) as amended;

Institutions,

The Requirements for Appointments to Senior
Positions in Financial Institutions Supervised by
SAMA, as amended; and

The Corporate Governance Regulations issued by the
Board of the CMA dated 16/5/1438H (corresponding
to 13/2/2017G) as amended.

5CGRs, Art.22.3
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SELECTION POLICY

FOR BOARD AND
BOARD COMMITTEE MEMBERS

3.2 Policy Obijectives

3.2.1 SABB recognizes that having the right mix of directors

3.2.2

3.2.3

3.24

on a board and its committees enhances the board’s
ability to oversee and govern the affairs of the company
and fulfil its overarching responsibility to ensure the
company’s long-term success.

SABB is committed to selecting Board and Board
Committee members from diverse backgrounds to
ensure a wide range of competencies, experience,
personal attributes, and skills relevant for the Board and
Board Committees and to instill a culture of good
governance throughout the Bank.

This Selection Policy has been developed by the
Company Secretary, reviewed and approved by the NRC
and the Board for ratification by the General Assembly,
in order to:

1) Establish principles that enable the Bank to identify

desired director profiles;

2) Facilitate the Board and Board Committees’ selection

and nomination activities; and

3) Ensure that the criteria and procedures for selecting
and nominating Board and Board Committee
members support the specific mandates and needs of
the Board and Board Committees, while meeting all

applicable regulatory requirements.®

In order to achieve these objectives, the Board has

delegated certain responsibilities to the NRC. ’

6 CGRs, Art.65.1) & 3) & Key Principles, Art.9 & Art.73
7Key Principles, Art.87
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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

PART 4 — COMPOSITION OF THE BOARD &
BOARD COMMITTEES

4.1
411

41.2

1)

2)

413

1)

Composition of the Board

The NRC shall periodically review the structure, size and
composition of the Board to ensure it is adequate and
reflects the strategic objectives, risk profile and overall
complexity of the Bank’s operations. The NRC shall also
review the number and mandate of Board Committees,
to verify that they remain relevant and enable the Board
to effectively discharge its duties and responsibilities.
As per the provisions set forth in the Bank's bylaws, the
Bank is managed by a Board of Directors comprising
eleven (11) Directors® appointed®® for a three-year (3-
year) term, as follows:

Eight (8) Directors shall be appointed by the General
Assembly by way of election pursuant to the
cumulative voting method (the “Elected Directors™);
and
Three (3) Directors shall be appointed by the
shareholder HSBC Holdings B.V. (the “Appointed
Directors”).
The composition of the Board shall also reflect the
following regulatory requirements applicable to SABB:
The number of Independent Directors shall not be less
than two (2) members, or one third (1/3) of the Board

of Directors, whichever is greater.'!

8CGRs, Art.65.6) & Key Principles, Art.73
°Bank’s bylaws, Art.17 & CGRs, Art.17.a).
10SAMA’s written non objection must be obtained prior to any appointment

and/or

re-appointment.

11 Key Principles, Art.7.b & CGRs, Art.16.3
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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

2) The number of Executive Directors shall not exceed

4.1.4

4.2

two (2) members.2
The Board shall elect one (1) of its members as the Chair
and another (1) as its Vice Chair. Both shall be Non-
Executive Directors. Preferably, the Chair shall be an

Independent Director, in line with best practice®.

Composition of the Board Committees

The Bank’s four (4) Board Committees are:

421

4272

1) Executive Committee "EXCOM"

2) Audit Committee "AUCOM"

3) Nomination and Remuneration Committee "NRC"
4) Board Risk Committee "BRC".

The Board Committees support the Board in discharging
its duties and responsibilities by delving more deeply
into specifics issues and making recommendations to the
Board. They also enable the Board to engage in more
robust discussions with management and as a result, help
enhance its decision-making effectiveness.!* Thus, it is
critical that Board Committees are comprised of
individuals that bring a range of skills, expertise, and
competencies relevant to their respective committee’s
mandate. To this end, the NRC should engage in a
dialogue with the chairmen of the Board Committees to
identify their requirements and help address any
potential and/or identified gaps.

The composition of each of the Board Committees shall

be in line with all applicable regulatory requirements
from the Supervisory Authorities, as well as the
provisions set forth in the Bank's bylaws. These

requirements and provisions include the presence of a
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12 Key Principles, Art.7.c. (The CGRs (Art 16.2) provide for a majority of board
members to be non-executives. The provisions set forth in the Key Principles are
more restrictive and thus are applied herein.)

13 Key Principles, Art.10

14 Key Principles, 5™ Principle (opening paragraph)
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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

sufficient number of Non-Executive and/or Independent
Directors as well as External Committee Members,
subject to the specific mandate of each committee.

4.2.3 The Bank has adopted Terms of Reference for each of its
Board Committees which cover their mandate,
formation, composition, responsibilities, and meeting
administrative procedures, in line with applicable
regulatory  requirements from the Supervisory
Authorities.

PART 5 — QUALIFICATIONS OF DIRECTORS &
COMMITTEE MEMBERS

5.1 General Principles
5.1.1 As a general principle, Directors should collectively
possess a wide range of backgrounds, skills,
competencies, experience, and leadership quality required
to provide the appropriate guidance and oversight of the
Bank’s affairs and contribute to its long-term success.®
5.1.2 Individually, Directors and Committee Members
should be of high repute and integrity and demonstrate the
following attributes:
1) Ability to apply sound business judgement;
2) Propensity to bear complex responsibilities; and
3) Desire for continuous professional development.
5.1.3 The NRC shall develop a “Board Competency
Matrix” to support and guide its activities in evaluating
and recommending candidates for membership in the
Board and/or Board Committees. The NRC shall use this

matrix to conduct a gap analysis to ensure that:

15 Key Principles, 1% Principle (opening paragraph)
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FOR BOARD AND
BOARD COMMITTEE MEMBERS

1)

2)

3)

514

Candidate profiles bring a diversity of skills,
experiences, and qualifications, which complement
those of incumbent members;

Composition of the Board and Board Committees is
aligned with their respective mandates; and
Applicable regulatory requirements are met for the
Board and all Board Committees.

The NRC shall review all the applications received,

and present to the Board the list of the candidates it

recommends for membership in the Board and/or Board

Committees?S.

5.2 Selection Criteria

5.2.1 As a minimum, candidates for membership in the Board

and/or Board Committees shall meet the following

criterial’:

1)

2)

3)

Leadership: shall possess leadership skills that enable
him/her to delegate powers in order to promote
performance, to apply best practices in effective
management, and to disseminate professional values
and ethics;

Competence: 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 SABB, including knowledge of management,
economics, accounting, law, or governance;

Ability to Guide: shall demonstrate the ability to
provide strategic orientation, long-term planning, and

a clear future vision;

16 CGRs, Art.65.2)
17 Key Principles, Art.5
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FOR BOARD AND
BOARD COMMITTEE MEMBERS

4)

5)

6)

7)

8)

9

Financial Literacy: shall be adept at reading and
understanding financial statements and reports as well
as ratios used to measure performance;
Independence: must demonstrate the capability to
exercise independent judgement, and shall not have
situations which might give rise to conflict of
interests, or which could, in any way, impair the
candidate’s ability to independently perform his/her
duties and responsibilities;

Time commitment: shall be able and willing to
devote sufficient time for the fulfillment of duties and
responsibilities assigned to him/her, including
attendance of board and committee meetings and the
company’s general assemblies;

Ability (Physical Fitness): should be in good health
and able to carry out his/her duties;

Honesty, Integrity, Good Reputation and Fairness:
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; and

Care: shall perform his/her duties and responsibilities
effectively and shall be keen to provide all the
information that would ensure that the decisions made

are in the best interest of the company.
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SELECTION POLICY
FOR BOARD AND
BOARD COMMITTEE MEMBERS

5.2.2 In selecting candidates, the NRC shall:

1) Review the number of the board and/or committee
roles currently filled by the candidates, and evaluate
whether they have sufficient time to take on
additional board and/or committee roles, in light of
their executive roles and responsibilities, if any;*® and

2) Assess their overall experience, qualifications, and
ability to fulfill the board and/or board committee
roles and responsibilities for which they are being
considered.*®

5.2.3 Additionally, all candidates for membership in the Board
and/or Board Committees shall meet the “fit & proper
form” requirements of SAMA.%

5.2.4 The Board shall not serve on the board of similar

financial institutions in Saudi Arabia.?

5.2.5 Directors shall not simultaneously serve on the board of

more than five (5) joint stock companies listed in the

Saudi Exchange. In the event of a conflict of interest,

conflicted Directors shall be subjected to the Bank’s

Conflict of Interest Policy. 22
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18 CGRs, Art.65.4)

19 CGRs, Art.65.3)

20Key Principles, Art.12 & The Requirements, Art.7
21 Key Principles, Art.13

22Key Principles, Art.14 & CGRs Art.17.c)
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5.2.6 It is preferable for Board and/or Board Committee
members to retain their membership for a period not
exceeding twelve (12) consecutive or inconsecutive
years.?

5.3 Specific Criteria for Board Committees

5.3.1 A Board Committee member shall preferably not be a
member of more than two (2) mandatory Board
Committees as per the Key Principles.?*

5.3.2 The Audit Committee members shall have relevant
academic qualifications and professional experience in
financial, banking, compliance, audit and/or risk
management. Members must be knowledgeable of
accounting and auditing standards, be able to
understand financial reports, and possess an acceptable
understanding of the laws, regulations and instructions
issued by the Supervisory Authorities.?® At least one (1)
of the Audit Committee members must be a specialist
in finance and accounting.?

5.3.3 All members of the Audit Committee shall be
Independent, and neither of them shall have a credit
relationship with the Bank in his/her name or in the
name of one of his/her relatives, or in any capacity with
the Bank, its Board members, or Senior Executives.
Additionally, the Audit Committee shall be comprised

of a majority of External Committee Members.?’

2Key Principles, Art.15
24Key Principles, Art.69
24Key Principles, Art.69
25Key Principles, Art.82
26CGRs, Art.54.a)

27 Key Principles, Art.78
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5.3.4 Any person who works or has worked in the Bank’s ~(ea sl il dllal) 3 )0¥) 6 Jae ol Jary (2dd 6Y S Y 5.3.4
finance department, the Executive Management team  J3a elill o jlall clibuall aal je ool 5l 430 5 oY) 3y
or for the Bank’s external auditor during the preceding 28 Zaal yall daald 1 3eme 5% o Gl (2) gt
two (2) years may not be a member of the Audit
Committee.?®

5.3.5 The Board Risk Committee members shall have an 3 0a¥) Gudaal daill Hlaladl dial cliacl sl 5Ss of i 5,35
appropriate level of knowledge of risk managementand 53 ) 3xae Jadi ()5 Hhalaall 3 )ab 4 el (e rulia (5 sive
shall include a member with experience in cyber and 29 44l) 5 Ayl Hlalaall A5 pa
technical risks.?

5.4 Disqualifying Criteria 4y gl Jalil) a2e yulan 5.4

5.4.1 The NRC, upon reviewing the nomination documents, a zed Al 35 daal jo die Gl 5 sl il Aal e 541
shall not accept the nomination of any candidate who 30 O G i e gl grali 5 J 5

has been®°:

1) Convicted of dishonesty or a “breach of good faith” i 13) i ¢ "Cilagaill (=i S LY LA da s ol (1
crime, or if any entity he/she owns or participates in, s =l iSleal) Jals o) g ¢ 438 &l Lty 5f 4Sliay (LS (51 4300
whether in or out of the Kingdom of Saudi Arabia, is ROVEN PXT RIS PR VENS B P VPRI

convicted of such crime;

2) In aleading position or a member of the board of any  &uwe 5131 Gualae 8 1 s S 5f (38 S pa b dae (2
banking institution which has been liquidated oOr |leiraw Cuasei of Leudli) (Do) ol Lidaal i 4 jae
declared bankrupt or suffered any reputational Al o dpada IS Cann ) D
damages due to regulatory or supervisory violations;

or

3) Dismissed from the directorship of any financial or 4 yas sf 4alle dusa (513 18] Gulae 4y sine e alai i (3
banking institution or his/her services terminated for Anadat o Ald ) Gl asleas ¢lg) A i

regulatory or organizational reasons.

28 CGRs, Art.54.d) 54 53l (e (35588 S )l AaS g AaiY28
29 Key Principles, Art.91 97 s3le cAaulu¥) (galuali2o
30 As per the requirements of the Banking Control Law il 481 ya ol ) LS30
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PART 6 -

NOMINATION & APPOINTMENT

PROCEDURES

6.1
6.1.1

6.1.2

6.2
6.2.1

6.2.2

Nomination Announcement

The announcement of the commencement of the
nomination period for the membership of the Board shall
be published on the Saudi Exchange and the Bank’s
website, and through any other medium specified by the
CMA. The nomination period shall remain open for at
least one (1) month from the date of the announcement.®
The Bank may elect to retain the services of consultants
or others, to help identify suitable candidates and further
increase the pool of potential nominees for membership
in the Board.

Nomination Procedures

The Company Secretary shall provide support to the
NRC and the Bank throughout the nomination and
appointment process. He/she shall be responsible to
ensure that all documents pertaining to the selection,
nomination and appointment of Directors and External
Committee Members are duly obtained, filed, and
distributed to all relevant parties, and as per applicable
regulatory requirements.

As per the Bank’s bylaws, HSBC Holding B.V. shall
have the right to appoint three (3) 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 of HSBC Holding B.V. and communicated
by a letter addressed to the Bank’s Company Secretary.®?

31 CGRs, Art.68
32Bank’s bylaws, Art.17
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6.2.3 Without prejudice to Article 6.2.2 above regarding

HSBC Holding B.V.’s right to appoint the Appointed
Directors, each shareholder, other than HSBC Holding
B.V., is entitled to nominate one (1) or more person,
including him/herself or others for membership of the
Board in accordance with such shareholder’s ownership

percentage in the Bank’s share capital.*®

6.2.4 Any person wishing to run for the Board membership

must provide the NRC, through the Company Secretary,

the following nomination forms3*:

1) Bank’s Form
2) SAMA’s “Fit & Proper” Form
3) CMA’s Form

6.2.5 Any person wishing to nominate him/herself must also

disclose to the Board and the General Assembly the
presence of any of the following conflict of interests:*

1) If he/she has a direct or indirect interest in the

businesses and contracts made for the benefit of the

Bank; and/or

2) If he/she engages in a business that may compete

with the Bank or with any of its activities.

6.2.6 The Company Secretary must verify that all applications

1)

are complete and filled in line with the regulatory

requirements, including:

The forms were completed and signed by the

candidate personally;

3CGRs, Art.69

34The Company Secretary shall see that such forms are available to candidates
through the different channels available for this purpose.

35Key Principles, Art.16 & CGRs, Art.45
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FOR BOARD AND
BOARD COMMITTEE MEMBERS

2)  Aclear copy of the candidate's personal and family ID
(National ID, Family ID, Igama, and Passport) is
attached;

3) A copy of the candidate’s CV showing experience and
skills in the banking business (if any) is attached; and

4) A list of past and present board membership(s) in
joint-stock companies, and respective dates, is
provided.

6.2.7 Where the candidate has held board membership in other
local Banks over the last three (3) years, the following
information shall also be provided:

1) Number of board meetings held during his/her
membership term;

2) Number of meetings he/she attended in his/her
personal capacity and percentage of attendance of all
meetings;

3) The board committees in which he/she was a
member, the number of meetings held during his/her
tenure and his/her attendance as such meetings; and

4) A summary of the financial results achieved by the

bank in each year of his/her board membership.

6.2.8 The Company Secretary shall send those applications
that are complete to the NRC for its review and
evaluation of the candidates, and to obtain SAMA’s
written no objection.%

6.2.9 The Company Secretary shall submit the requests for
SAMA'’s written non-objection on the nomination of the
candidates to the Board and/or Board Committees,
accompanied by the required documents, within a period

not exceeding thirty (30) business days from the date of

36Key Principles, Art.12
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FOR BOARD AND
BOARD COMMITTEE MEMBERS

holding the General Assembly meeting during which the
members of the Board and/or Board Committees will be

elected.*’

6.2.10 The number of nominees to the Board presented to the

6.3
6.3.1

6.3.2

6.3.3

General Assembly should preferably be more than the

number of available seats.3®

Elections

Upon calling the General Assembly, the Bank shall
publish on the Saudi Exchange’s and the Bank’s
websites, information about the nominees for the
membership of the Board and/or Audit Committee.
This information shall include the nominees' CVs
presenting their experience, qualifications, skills and
their

and current and board

The Bank shall

previous jobs

memberships. also make the
candidates’ information available at its Head Office.
The information shall facilitate and support the
shareholders in assessing the candidates’ suitability
for membership in the Board and/or Audit
Committee.*®

Directors shall be elected by way of cumulative
voting.%

Voting in the General Assembly shall be confined to
the candidates whose information has been announced

as per paragraph 6.3.1. above.*

37The Requirements, Art.10

38CGRs, Art.66.b (guiding paragraph)

39 CGRs, Art.8.a)

40CGRs, Art.8.b) & Key Principles, Art.98.d)
41CGRs, Art.8.c)
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BOARD COMMITTEE MEMBERS

6.3.4

6.4

6.4.1

6.4.2

6.4.3

6.4.4

6.4.5

The General Assembly shall take into account, when
electing Directors, the recommendations of the NRC,
and the personal and professional capabilities required

of the candidates to perform their duties effectively.*?

Appointments

All appointments described in this section are
subjected to SAMA’s prior written non-objection
approval.

The Board, after being elected, shall appoint a Chair
and Vice Chair from among its Non-Executive
directors. The Chair shall be a Saudi national*® and
preferably an Independent Director®,

In line with to the Bank’s bylaws, the Board shall
appoint a Managing Director from amongst the
Directors Appointed by HSBC Holdings B.V.*® 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.

Except for the members of the Audit Committee
which are elected by the General Assembly, the Board
shall appoint the members of the Board Committees.
These appointments shall be in line with the
provisions set forth in the Board Committees’ Terms
of Reference, regulatory requirements, if any, and
shall take into consideration the recommendations of
the NRC.

The Company Secretary shall inform, in writing, the
CMA and SAMA of the appointment of the members

42CGRs, Art.18

“3Bank’s bylaws, Art. 22
44Key Principles, Art.10
45Bank’s bylaws, Art.22
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6.4.6

6.5
6.5.1

6.5.2

of the Board and Board committees, within five (5)
business days from the commencement date of the
Board term, or from the date of their appointment,
whichever is shorter, as well as any changes that may
affect their membership within five (5) business days
from the occurrence of such changes.*®

In the event that the Bank becomes aware of any
information regarding the suitability of any of the
candidates for the membership of the Board and/or
Board Committees, and this information affects the
validity or suitability of the candidate(s), the Company
Secretary shall inform SAMA in writing within five
(5) business days from the date of finding out the
information, even if this finding occurs after obtaining
SAMA’s written non-Objection to nominate the

candidate(s) concerned.*’

Membership Terms

Directors shall be elected for the term provided in the
Bank’s bylaws, which does not exceed three (3)
years.*

As per the Bank’s bylaws, Directors and Board
Committee members may be reappointed for new
terms, subject to adequate performance, the General
Assembly’s approval and SAMA’s written non-
objection, as applicable. 4°

46Key Principles, Art.12 & CGRs, Art.17.d)
4The Requirements, Art.16

“8Bank’s bylaws, Art.17 7 CGRs, Art.17.b)
“Bank’s bylaws, Art.17 & CGRs, Art.17.b)
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6.6

6.6.1

6.6.2

6.6.3

Board and/or Board Committee Vacancies and
Succession

In the event of a vacancy of an Elected Director or
External Committee Member position during the
existing Board term for any of the reasons stated
below, the Board may, based on a recommendation by
the NRC, temporarily appoint an experienced and
competent member® to fill this position subject to the
regulatory requirements for this appointment, and
disclosure of such appointment, and provided that
such appointment shall be presented to the next
General Assembly for ratification. The so appointed
member shall complete the term of his/her
predecessor.

line with the provisions set forth in 6.6.1, the NRC
should keep in mind experienced and competent
candidates who could be appointed by the Board to fill
vacancies on the Board and/or Board Committees.
These candidates shall meet most of the criteria set
forth in this Selection Policy, and bring the specific
experience, expertise and skills required of them to
adequately fulfil the roles and responsibilities for
which they are considered

The office of a Director shall be vacated in the
following ways®:

1) Atthe end of its term;

2) Upon resignation of the Director;

50 Bank’s bylaws, Art.19. & CGRs, Art.65.9). Additionally, and as per the provisions
set forth in Article 70 of the Companies Law, such member may be selected from
the pool of candidates to the board, according to the order of the number of votes
received by candidates, and provided that such member is a competent person.

51 Bank’s bylaws, Art.19 & CGRs, Art.19.a)
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6.6.4

6.6.5

6.6.6

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

4) If he/she is removed from his/her office by a
resolution passed by the General Assembly:

a. by a majority of two thirds (2/3), in case such
removal is not requested by the Board; or

b. by a simple majority, in case the removal is
requested by the Board.

5) If he/she is found to be of unsound mind or
unhealthy;

6) Ifthe Director is convicted of an offence involving
dishonesty, fraud, moral turpitude or resulted in
deception;

7) If he/she becomes bankrupt or makes any
arrangement or compounds with his/her creditors;
or If he/she is a Director of another bank’s board

of director in the Kingdom of Saudi Arabia.5?

As set forth in the Bank’s bylaws®, if the position of
a Director (other than the Appointed Directors)
becomes vacant and, as a result, the number of
Directors fell below six (6), a meeting of the General
Assembly would be convened within sixty (60) days
to appoint the necessary number of Directors.

If the position of an Appointed Director becomes
vacant, HSBC Holding B.V. shall promptly appoint a
suitable replacement.

The Company Secretary shall inform, in writing, the
CMA and SAMA of any changes in the membership

of the Board and/or Board Committees following

52 Key Principles, Art.13
53 Bank’s bylaws, Art.19
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resignation from and/or termination of such
membership, or to the loss of the independence of an
Independent member, within five (5) business days of

such changes.>

PART 7 - RESPONSIBILITIES FOLLOWING
APPOINTMENT

7.1  Appointment Letter

7.1.1  Following their appointment, members of the Board
and Board Committees shall be provided with a
“Letter of Appointment”.

7.1.2  The letter shall set out the roles, responsibilities,
duties, and rights of the member, the terms and
conditions of his/her appointment, the expected time
commitment required to adequately fulfill all
responsibilities as well as his/her consent to his/her

appointment to the Board and/or Board Committees.

7.2  On-boarding Program & Professional
Development®®

7.2.1  Newly appointed Directors and members of Board
Committees shall participate in a comprehensive on-
boarding program to familiarize themselves with the
Bank’s affairs and key stakeholders.

7.2.2  The program shall be comprehensive and include
presentations by management, and other activities as
deemed fit by the NRC and the Board. The program
shall serve to prepare the members to swiftly
contribute to Board and Board Committee discussions

and, as a minimum, should cover the following topics:

54 Key Principles, Art.12 & CGRs, Art.17.d)
55 Key Principles, Art.19 & CGRs, Art.39 (guiding article)
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7.2.3

FOR BOARD AND
BOARD COMMITTEE MEMBERS

1)
2)

The Bank’s mission, strategy, and objectives;

The financial and operational aspects of the Bank’s
activities;

3) The roles, responsibilities, duties, and rights of the
members of the Board and Board Committees; and
4) The mandate, policies and procedures of the Board
and each Board Committee.

Once appointed, it is SABB’s expectations that its
Directors and members of Board Committees will
continue their professional development to stay
abreast of significant changes in the industry and to
remain relevant in the performance of their roles and
responsibilities. As such, SABB is committed to
facilitate and support professional development by
identifying and providing suitable options and

opportunities for continuing education.

PART 8 — ANNUAL ASSESSMENTS

8.1
8.11

8.1.2

Independence Assessment

The NRC shall annually assess the independence
status of the members of the Board and Board
Committees, including the External Committee
Members. The NRC shall also verify the presence of
any conflicts of interest.>®

In assessing the independence of the Audit Committee
members, the NRC shall take into consideration
SAMA’s additional criteria applicable to these

members and which are presented herein in 5.3.3.

6Key Principles, Art. 11 & CGRs, Art.65.7)
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8.1.3

8.1.4

8.2
8.2.1

8.2.2

8.3
8.3.1

The NRC shall prepare a short report summarizing its
assessment and grounds for the classification of the
Directors and External Committee Members as either
“Independent” or “Non-Independent”.

The chair of the NRC may review the results of the
assessment with the chair of the Board and the
Company Secretary, to discuss and align on the final
classification of the members, and the implications, if
any, on the Board and/or Board Committees’
composition.

Fit and Proper Assessment®’

The NRC shall annually assess the suitability of the
members of the Board and the Board Committees.

In the event that such assessments lead to any

information or findings that may materially
compromise the fitness and propriety of the members,
the NRC shall inform the chair of the Board and the
Company Secretary.

Performance Assessment

SABB is of the view that independent performance
assessments create value not only for the boards and
their directors but also for the companies. Indeed,
high-performing boards have a positive impact on the
financial performance of the companies whose affairs
they are entrusted to oversee. A board effectiveness
review, periodically conducted by an independent
third-party, constitutes one the most effective levers to
enhance the performance of a board and, in time, of

the company.

57 The Requirements, Art.21
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8.3.2

8.3.3

8.3.4

1)

2)

3)

4)

5)

In line with these principles and

SABB shall

regulatory
requirements>®, assess the overall
effectiveness of its Board on an annual basis. The
NRC shall provide support to the Board by making
recommendations for the scope, methodology and
timeline, and whether the assessment should be
conducted internally or by an independent third-party.
The evaluation shall serve to identify areas of
strengths  and  weaknesses, and  provide
recommendations to address gaps, if any. The Board
shall  be the

recommendations that will enable it to further enhance

proactive in  implementing
its performance.

At a minimum, the annual effectiveness review should
cover the following dimensions:

The composition of the Board and Board Committees,
and the effectiveness of the individual members;

The extent to which Directors apply independent
thinking in assessing the Bank’s matters, and represent
the best interest of the Bank, and not those of any
specific stakeholder(s) or shareholder(s), in making
decisions;

The structure and procedures of the Board and Board
Committees;

The quality of the information flows and interactions
amongst the members of the Board and Board
Committees, and between the Board and Senior
Executives;

The quality of the Board and Board Committee
meeting discussions and decision-making process;

and

8Key Principles, Art.45 & CGRs, Art. 41 (guiding article)
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6) The ongoing relevance of the corporate governance
policies, procedures, and practices, and whether they
require any improvements or modifications.

PART 9 - GENERAL PROVISIONS

9.1 The Board is responsible to ensure the proper and
timely implementation and compliance with the
principles set forth in this Policy.

9.2  This Selection Policy shall be revised by the Company
Secretary at least annually®® or should any of the
Applicable Laws be amended or replaced.

9.3  The Company Secretary shall recommend amendments
to this Selection Policy, if necessary or deemed
appropriate. Should the Selection Policy be amended
by the NRC and the Board, it shall thereafter be
submitted to the General Assembly for ratification.
This Selection Policy shall only be amended following
ratification by the General Assembly.®

9.4  SABB will seek to ensure that it always implement all
Applicable Laws. In the event of any conflict between
this Selection Policy and any Applicable Laws, the

Applicable Laws shall prevail.

59Key Principles, Art.45.c)
60CGRs, Art.22.3)
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