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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 responsibilities
entrusted to them. They must have the necessary
capabilities to enable them give the right judgments when
taking decisions.

The (SABB TAKAFUL), being a Saudi company licensed to
conduct Cooperative Insurance and being a listed
company, is required to abide 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 insurance activities
in the Kingdom in particular.

The Saudi Companies Act, the Cooperative Insurance
Companies Control Law and its implementing rules , and
the Corproate Governance Regulations issued by Saudi
Arabian Monitory Authority (SAMA) and CMA have
provided for a number of general requirements that should
be fulfilled when nominating and selecting Board members.

The Corporate Governance Regulation, the Cooperative
Insurance Companies Control Law implementing rules
along with the requirements set for appointment of senior
posts issued by SAMA have contained the general
requirements to be followed by all insurance Companies
operating in the Kingdom of Saudi Arabia as to consider
that the nominees for directorship to 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 insurance
ccompanies 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
TAKAFUL REMCO and SABB TAKAFUL Board, and will
be enforced upon approved by the SABB TAKAFUL AGM
as to be used a general manual for the Nomination &
Remuneration Committee and SABB TAKAFUL Board in
setting the criteria for selection of members nominated for
the SABB TAKAFUL Board directorship from executives
and non-executives and the members of Board
committees.
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Part V: Definitions
Definitions:

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

The Company: SABB TAKAFUL

Board of Directors: The Board of Directors of SABB Takaful
including all directors representing the main shareholders
and the independent parties.

Board Committees: The Sub-committees that are formed
and their terms of reference and members appointment are
determined by SABB Takaful Board of Directors and or the
AGM. These committee include members from Board and
Non-Board, as to assist the Board in performing its missions
and duties. The scopes of work of such committees are
specified in their terms of reference.

SABB Takaful Board of Directors formed four sub-
committees, namely:

Executive Committee

Risk Committee

Audit Committee

Nomination and Remuneration Committee
Investment Committee

Director of the Board: a natural person who was elected or
chosen by the AGM, or appointed, to participate with the
other board directors in the management of company’s
business, whether his membership was categorized as
(Executive Director, Non-Executive Director or Independent
Directors).

Related Company: a company (or one of several companies
that SAMA may consider to be acting in concert) holding a
shareholding of ¢/ or more of the equity of the Company, or
a company in which the Company (either alone or with other
companies that SAMA may consider to be acting in concert)
holds a shareholding of ¢7 or more.

Significant Shareholders: natural or legal persons that,
directly or indirectly, alone or in association, controls °7 or
more of the Company’s shareholding.

Executive Member: A member of the Board of Directors
who is also a member of the executive management of the
Company and participates in the daily affairs of the Company
and earns a monthly salary in return thereof
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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 Company and does not
receive a monthly or annual salary from the Company.

Independent Member: A member of the Board who enjoys
complete independence from the company and management,
and be able to perform his duties, express his opinions and
vote on decisions objectively with no bias. Independence
means the ability to judge things after taking into account all
relevant information without undue influence from
management or from other external entities.

Independence cannot be attained by a Board member in the
following situations:

V. If the member is an executive of the company or any
of its affiliates or any of its group and currently
conducting, or was conducting in the last two years,
executive assignments in the company.

Y. If the member owns in direct personal capacity or his
relatives or representative for a corporate person shares
in the company or any of its affiliated companies or its
group or works for him equal to ¢ or above.

Y. Ifthe member is also a member of the Board of any of
its affiliates, or any of its group.

¢, If he/she is a relative of any member of the Board or
executive management in the company or any member of
its affiliated companies, or any of its group.

1. If during the last two years he was a partner or an
employee of one of the company’s related parties or
any of its affiliates such as external auditors, major
suppliers, or a partner holding a controlling interest
therein or one of its subsidiaries.

Y. If he/she has a direct or indirect interest in the
businesses and contracts executed for the Company’s
account;

A. If the member of the Board receives financial
consideration from the Company in addition to the
remuneration for his/her membership of the Board or
any of its committees;

4. If he/she engages in a business where he competes
with the Company, or conducting businesses in any of
the company's activities.

\+. If he/she served for more than nine years, consecutive
or inconsecutive, as Board member of the Company.
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V. If he has a contractual or business relationship with
the Company (either directly or through an entity in
which he or she is a Significant Shareholder, a Board
member, or a manager) which resulted in paying to,
or receiving from, the Company the equivalent of two
hundred and fifty thousand (Yo +,+++) Saudi riyal or
more (other than his or her remuneration as a
director of the Board and amounts related to
insurance contracts) during the past two (V)
years.Being under any financial obligation towards
the Company or any members of its Board or Senior
Management that might limit the exercise of
independence in judgment and decision making

Relatives:

- Fathers, mothers, grandfathers and grandmothers
(and their ancestors).

- Children and grandchildren and their descendants.

- Siblings, maternal and paternal half-siblings and
their children.

- Husbands and wives.

Senior Management (Management): the Managing Director,
Chief Executive Officer, General Manager, their deputies, Chief
Financial Officer, Managers of key departments, officers of risk
management, internal audit, and compliance functions, and
similar positions in the Financial Institution, in addition to
incumbents of any other positions determined by SAMA.

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

Corporate Governance: The rules to lead and guide the
Company that includes mechanisms to regulate the various
relationships between the Board, Executive Directors,
shareholders and Stakeholders, by establishing rules and
procedures to facilitate the decision making process and add
transparency and credibility to it with the objective of protecting
the rights of shareholders and Stakeholders and achieving
fairness, competitiveness and transparency on the Exchange
and the business environment.

Corporate Governance: the Regulation issued by SAMA and
CMA setting forth the aspects of governance of insurance
companies listed in TADAWUL. It included definition of
shareholders rights, disclosure requirements, formation of
Boards of Directors, Board Committees and conflict of interests.
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Requirements For Appointment in Senior Positions in
insurance Companies 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 insurance Companies
operating in the Kingdom upon concluding their fit and proper
assessment.

Companies Act: The Act issued in Y:‘Ye for regulating the
requirements regarding the establishment and operation of
companies in the Kingdom of Saudi Arabia.

Capital Market Law: the Capital Market Law issued by Royal
Decree No. (M/Y+) dated Y/7/ £Y¢ AH.

Supervisory Authorities: The Regulatory Authorities including
SAMA, CMA and MOCI.

SABB TAKAFUL Governance Document: the documents
which sets forth the Company's policy in complying with the
requirements of Governance as approved by the Board of SABB
TAKAFUL on YY/+2/Y+Y1 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.

Disclosure: To show all necessary information about the
company which concerns interested parties and investment
community in a timely and fair manner so as to enable them take
appropriate decisions based on truthful information.

Disclosure Policy: A written policy endorsed by SABB
Takaful's Board of Directors in line with the supervisory
requirements to regulate the process and mechanism of
disclosure of financial and non-financial information to the
investment community.
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Investment Community: present investing shareholders of the
company, whether corporate or individuals in addition to
potential investors.

Shareholders Assembly: an assembly consisting of the
shareholders in the Company formed in accordance with the
provisions of the Companies Law and the Company’s bylaws.

Stakeholder: any person who has an interest in the Company,
including employees, creditors, customers, suppliers and the
community.

Remunerations: amounts, allowances, dividends and the like,
periodic or annual bonuses linked to performance, long or short
term incentive plans and any other in-kind benefits except the
actual reasonable expenses and fees incurred by the company
to enable the Board member to perform his duties.

Accumulative Voting: a method of voting for electing directors,
which gives each shareholder a voting rights equivalent to the
number of shares he/she holds. He/she has the right to use them
all for one nominee or to divide them between his/her selected
nominees without any duplication of these votes.

Related Parties:

a. Substantial Shareholders of the company.

b. Board members of the Company or any of its affiliates and
their relatives.

c. Senior Executives of the Company or any of its affiliates and
their relatives.

d. Board members and Senior Executives of Substantial
Shareholders of the company.

e. Entities, other than companies, owned by a Board member
or any Senior Executive or their relatives.

f.  Companies in which a Board member or a Senior Executive
or any of their relatives is a partner.

g. Companies in which a Board member or a Senior Executive
or any of their relatives is a member of its Board of directors
or is one of its Senior Executives.

h. Joint stock companies in which a member of the Board or a

Senior Executive or any of their relatives owns (°%) or more.
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Companies in which a Board member or a Senior Executive
or any of their relatives has influence on their decisions even
if only by giving advice or guidance.

Any person whose advice or guidance influence the
decisions of the Company, the Board and the Senior
Executives.

k. Holding companies or affiliates.

Part Y: General Policy
Y.\ 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 SABB TAKAFUL
Board members, whether executives or non-executives,
and the subcomittees non board 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 SABB TAKAFUL
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 Company.

To achieve integration factors in the formation of SABB
TAKAFUL Board 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, trustworthy, 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 Company to
achieve its strategic goals and should comply with all laws,
regulations, and rules issued by SAMA at all times.
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Y,¥Y Functions of Nomination and Remuneration
Committee

In light of the regulatory directives, and the Terms of
Reference approved by SABB TAKAFUL Board and SABB
TAKAFUL AGM, the Nomination and Remuneration
Committee (A Board Committee) shall be concerned with
assessing and recommending to the Board of the nominees
for selection as members of the Board in line with these
rules and the regulations issued by the Supervisory
Authorities in this regard.

In line with its terms of reference, the Nomination and
Remuneration Committee is entrusted with the annual
revision of the needs and skills required by the Board for its
membership, to prepare a description of the capabilities
and qualifications including the time devoted by the Board
member for the Board business. The Committee is
entrusted with the task of reviewing the structure of the
Board and Committees and presents the necessary
recommendations to the Board, to highlight the
weaknesses and strengths in the Board and present
recommendations for improvement to achieve the
Company's general and special interests.

Part ¥: Criteria For Selection and Appointment of Board
Members

¥,Y Board Of Directors

As per the Company's By-Laws, the Board consists of A
members assuming the Company's management for a term
not exceeding (V) years, three of whom are representing the
shareholders whom are selected, elected and appointed by
the Company's General Meeting by way of accumulative
voting, while five members representing the partner, SABB are
selected and appointed by the Company's Board of Directors,
and this appointement to be ratified by the company’s AGM.

The Board Committees are formed in line with the provisions
of the Company's Articles of Association and SABB TAKAFUL
Governance Document. These Committees include Executive
Committee, Audit Committee, Nomination and Remuneration
Committee, the Risk Committee and the Investment
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.
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¥,¥ Nomination for Board membership:

The Nomination and Remuneration 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.

Any person wishing to run for the Board membership must
provide Nomination and Remuneration Committee through the
Company's Company Secretary the nomination forms
endorsed by the following authorities:

= Y. SAMA: whereas the “Fit & Proper” form is to be
filled and signed by the nominee. Copy is enclosed
(Encl. Y).

= Y. 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 (Encl. Y).

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 1D
(National ID, 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 insurance business (if any)
to be handed to the Company in good time before the
AGM as set in the Company's announcements.

e If the Candidate had occupied Board membership,
he/she must provide a list of Joint-Stock companies of
which he occupied Board membership and respective
dates.
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e If the candidate had occupied SABB TAKAFUL Board
membership, he then has to provide a statement of
SABB TAKAFUL management 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
Company in each year of his Board membership.

Itis recommended that the Company to publish the information
of the candidates for Board membership on the market or on
its website when publishing or inviting the General Assembly
meeting, this to include a description of the candidates’
experiences, qualifications and experience.

¥,¥ Directors Qualifications:

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 Company 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:

). Leadership: A candidate should have
charismaticLeadership 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.

Y. Independence: The ability of the member to be neutral and
objective in decision making, without undue influence from
management or from other external entities.

Y. Competence: It is reflected in the level of education,
training, skills and diversified experience of no less than five
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years in financial, accounting and administrative areas, such
as financial, banking, and insurance institutions.

¢, Guidance: the candidate's ability to provide strategic
guidance, long-term planning and clear future vision.

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

1. Age: the candidate should be in good health and be able to
carry out his duties.

¥,¢ Evaluation and Selection:

The Nomination and Remuneration Committee shall receive
and review the CVs of persons nominated for the Board
membership and disclose to investors such CVs upon
elections so as to enable shareholders to judge the efficiency
and adequacy of candidates for the Board memberships.

As part of its responsibility upon review of nomination
applications submitted, the Committee shall meet with the
candidates and evaluate their qualifications and skills. The
Committee will put in place a record containing candidates’
information based on their qualifications and skills.

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.

¥,¢ General requirements:

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

= 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.

= Not to accept the nomination of any candidate who
had conducted a leading position or the Board
membership of any finicial, insurance, or banking
institution which has been liquidated or declared
bankrupt or suffered any reputational damages due to
regulatory or supervisory violations.
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Not to accept the nomination of any candidate who
had been dismissed from the directorship of any
financial, insurance, or banking institution or his
services terminated for regulatory or organizational
reasons.

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

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.

international
and political

Be informed of the
developments, and
situations.

regional and
economical

Enjoy a good reputation with no prior convictions in
any cases involving honour and morality.

Have a willingness to accept the board membership
and commitment to the duties to the Board.

Have appropriate level of education.

In line with the provisions of the Corporate Governance
Regulations, a person wishing to nominate himself to serve on
the Board of Directors should disclose to the Board and the
General Assembly any conflicts of interest in accordance with
the procedures prescribed by CMA , and this include ;

Having a direct or indirect interest in the business and
contracts that are made for the company that wishes
to run for its board of directors.

Participate in a business that will compete with the
company, or compete in one of the branches of activity
that you practice

¥,% 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 Corporate Governance regulations issued
by CMA SAMA and the Principles of Corporate Governance
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For insurance companies operating in the Kingdom of Saudi
Arabia issued by SAMA, which included the following:

¥,%,)\ Requirements relating to Board of Directors:

The Nomination and Remuneration Committee, when
considering candidates, should observe the following
requirements:

e Majority of Board should consist of Non-executive and
independent members.

e The number of independent members should not be
less than two or the third, whichever is higher. Since
the SABB TAKAFUL Board consists of eight
members, then the number of independent members
should not, at any time, be less than (¥) with due
observation to scope and limits of independency as
stipulated in the Supervisory Rules relating hereto.

e The number of executive directors should not exceed

().

e  The Chairman of the Company and Deputy should be
non-executive members (after obtaing approval from
SAMA).

e The positions of Chairman of the Board and His
Deputy must be independent from the position of the
Chief Executive Officer (Managing Director).

e Members of the Board shall collectively have the
appropriate diversity with respect to qualifications,
knowledge, experience, and skills in the various areas
of the Company's business and operations. In
addition, each individual Board member must possess
the appropriate level of qualifications, knowledge,
experience, skills, and the integrity to effectively
perform his or her role and discharge his or her
responsibilities.

e A Board member shall not be a member of a board of
another local insurance and/or Reinsurance
Company, or any other board committees, or
occupying a leadership position in such companies.

[ ]

¥,%,Y Requirements relating to Audit Committee:

In line with the requirements of the Supervisory Rules issued
by SAMA, particularly the Audit Committee Regulation In
Insurance and/or Reinsurance and the Insurance Corporate
Governance Regulation as well as the requirements provided
for in the Insurance Corporate Governance Regulation in the
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Kingdom of Saudi Arabia issued by SAMA regarding formation
of Audit Committees, and any other supervisory guidelines, the
following considerations should be observed:

The Committee shall be formed from (¥) members at
least

The Committee is to be headed by an independent
or non-executive member of the Board.

Chairman of the Board may not be Chairman of the
Committee

Majority of the committee to be of members from
outside the board.

There should be among the Committee members at
least two Audit Committee members, including the
AC Chairman, have recent and relevant experience
in financial, accounting, Risk Management and
accounting standards.

Membership of the Committee should not exceed
three year term, and can be renewed for another
three year term for one time only.

No executive staff members, Company customers or
advisors be members of the Committee.

A member shall not be a member of a Board or an
Audit Committee of any other company operating in
the insurance sector in the Kingdom of Saudi Arabia.

A Board member nominated for the Committee
membership shall be independent.

A member shall not simultaneously serve on the
audit committees of more than four public
companies.

A member shall not be a board member, an
executive, an employee, a consultant, a
representative of any parties connected to the
Company, including but not limited to:

a- Major shareholders and founders.

b- External auditors.

c- Suppliers.

d- Company’s customers

h- legal persons who have first-degre relationships
with the Company’s Board of Directors or executives
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or have any financial or business relationship
therewith.

¥,%,Y Requirements Relating to Nomination and

Remuneration Committee:

The Supervisory requirements contained in the Remuneration
and Compensation Controls and the Insurance Corporate
Governance Regulation issued by SAMA and the provisions of
the Corporate Governance Rules in the Kingdom of Saudi
Arabia issued by CMA regarding the formation of Nomination
and Remuneration Committee as well as any other
supervisory guidelines, as follows:

e  The Committee should consist of ¥ members at least,
two of these must be independent mebmers.

e Committee members should be non-executive.

e The Committee is to be headed by an independent
with consideration to independency constraints
contained in the Compensation Controls issued by
SAMA.

e Chairman of the Board may not be Chairman of the
Committee.

¥,%, ¢ Requirements relating to the Executive Committee:

The requirements provided for in the Company's By-Lawsas
well as those provided for in the Insurance Corporate
Governance Regulatins issued by SAMA, such as:

e The Committee should not consist of more than °
members.

e The comitte members shall have Adequate expertise
and skills in financial and business fields.

. Committee members should be Board members.

¥,%,¢ Requirements relating to the Risk Committee:

The following general requirements are to be considered ;

e The Committee should consist of (¥) members at
least headed by a non-executive member.

e The Committee members should be Non executive
Board directors, where members from outside the
board may be included.
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¥,1.1" Requirements relating to the Investment Committee

The following general requirements are to be considered ;
e The Committee should consist of () members at least
headed by a non-executive member.

e The Committee members should be Non executive
Board directors and independent members where
members from outside the board may be included.

¥,¥ Requirements For Board Membership:

Nomination and remuneration Committee, when considering
applications of candidates for Board membership and
interviewing them, must ensure observation of the following:

A candidate should be of high level of knowledge and
experience so as to achieve the Company's strategic
objectives.

e A candidate should have appropriate skills,
knowledge and experience in the insurance and
reinsurance industry, knowledge of the Board
functions and committees. He should have
professional, financial and accounting skills and ability
to understand strategies and implementation
methods.

e A candidate must have appropriate charismatic
personality such as the ability to lead, independency,
self-initiation, competence and guidance.

e A candidate shall have permanent and continuing
desire for learning and self-development.

e Acandidate should be fit and in good health to be able
to perform his liabilities as a Director of the Board.

¥,A  SAMA approval and notification to supervisory
authorities:

A candidate running for the Board membership should have
obtained SAMA approval / non-objection before
recommending his nhomination to the General Meeting of the
Company or being appointed.

The Company Secretary with directions from the committee
and the board, in good time before the holding of the General
Meeting for election of the Board members for a new term or
during the term of the existing Board in case of any vacancy
shall provide :
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e  SAMA: with the “fit & proper” form which contains the
applicant’s questionnaire and confirmations related to
the directorship application. (encl. No. Y) along with
the assessment made on each candidate, and the
other candidacy enclosures.

e CMA with the CV of each candidate (Disclosure Form
No. ¥) regarding the CV of the candidates for listed
Company’s Board Membership (encl. No. ¥)

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.

¥,4 Appointment of the Board Members:

In accordance with the Company’s By-Laws and SABB
TAKAFUL Corporate Governance Manual, the Board’s
members shall be appointed after having obtained the
appropriate regulatory approval for an initial term of three
Gregorian years.

Any or all members may re-nominate themselves for Board
membership for other terms, however it is preferable that the
service of any Board member in the Board and its committees
should not exceed 'Y consecutive years.

The (¥) Board members representing the shareholders shall
be elected by the Shareholders General Meeting by
accumulative voting.

Election, appointment and replacement of the (°) Board
members representing the main partner, (SABB) is done by
the partner. Such appointment or replacement may be carried
out by a decision by the Bank’s Board as per a letter addressed
to the Company’s Board of Directors.

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
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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

At all times, the Ordinary General Assembly may dismiss all
or any of the Board members, and the office of a director of
the Company’s Board of Directors shall be vacated :-

. Atthe end of its term.

Y. Upon resignation of the Director.

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

¢, 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.

If he is found to be of unsound mind or unhealthy.
If he is convicted of an offence involving
dishonesty, fraud, moral turpitude or resulted in
deception.

Y. If he becomes Companyrupt or makes any
arrangement or compounds with his creditors.

A. If he fails to atend three (¥) meeings that were held
within one year without a legitimate and acceptable
reason.

4. If he fails to fulfill the Board member’s obligations in
a way that harms the Company (in which case the
termination of the Board member must be
approved by the general assembly).

¥,)+ Board Members familiarization with the Company
Business:

In line with SABB TAKAFUL Corporate Governance
document, new members of the Board and committees must
acquire appropriate skills and knowledge, after their
appointment through a comprehensive program to be
organized by the Company Secretary which shall include the
following:

e Meeting with the Company’s officers and executive

management.

e New members to be furnished at the time of
appointment or at every new term of the Board with all
rules and regulations and their updates &
amendments organizing the insuracne business,
Company’s mission, its strategies and best
professional practices and the policies that govern the
Companys’ activities.

e New members shall be provided with a memo
containing their role and responsibilities, and
contractual terms and conditions that govern their
relationship with the Company.

Sl Cil 138 i ey o e il i) cliluid) oladu
o) Y Al Aelall Lpnanl)

sliacf apen e €5 JS L dgalall daladl dpnanll 5o
81 (ulae gumc A pine g g caguiany ol Lulaall

aellaill Lgine elgl )
andl ALy Y

) Al 5 4y panll xlla j2 gumnll aal 13 Y
A gl Ly jal) ASLadl) b 2L ol

Dy dalall dpand) (e )8 uandl Je Js 4
Gdae e by el 0% Al 131 el Aley
Se el Joall 13 Aasal) Ade YU 5 5 lay)
BORY (s e il

Al e dinaa 5l Aliall gnall (58 il 130
o sf ALaL Alia ey o (8 gumnll ol oS 13)
Jitialy e Lgle x5 ol eca il

o a5 i i g al ) gl QML S 1Y) LY
Al

L DA clelaial () jsuma e i 1)) A
Jsasg s 0de s sabaals

48y oy a0 Gulaadll guae Al 49
28] gy W13 ) sy of da i AS ) Aaliaa
galadl dalall dgmanll

A8 Al & gy BN Gadaa pliaef ciy 25 Y oY

Taubidl Gojladdl s & jleadl 1 ganay of aaal) aslal g 5 laY)
éﬂ\bjupoﬁ&u?b}d%wﬂéjc*uu’ KIREE
r S Jady 5

aﬂ.ﬁ:\sﬂ\ EJ‘.J}“} Q\SJ‘J\ é}fmm &= &LA:\;\}“ .

850 US a5l cagiaad die daall claci slilse o
Jeall dalaiall il lll 5 alail) A8S, Galaall 3200
Aalal) Lol yind 5 clgiladil 538 Hall Jae Sl

Ll L"_M;m;ﬁ Sl

JMM} g;;]\ B‘)\J:y\u,d;n;\.a.asi 3\3\}&‘;2_\.\3 °
pSad Al aladll agiliad 55 agill sisa s agales
AS AL agile

RESTRICTED - V-



e The Board Members are to be provided with
comprehensive information covering  different
activities, business sectors, products, management
structure, major operations and processes, financial

position, main risk factors, main performance
indicators, restrictions, organizational rules and
regulations.

e The Members shall be provided with information
regarding stakeholders and the policies which govern
their relationship.

e Participation in the familiarization and learning
programs in order to be acquainted with the latest
developments and improve their skills so as to engage
efficiently in the business of the Board.

Directors and Committee members training

The Company shall pay adequate attention to the training and
preparation of the Board members and the Executive
Management, and shall develop the necessary programmes
required for the same, taking the following into account:

V. preparing programmes for the recently-appointed
Board members and Executive Management to
familiarise them with the progress of the Company’s
business and activities, particularly the following:

a. the strategy and objectives of the Company;

b. the financial and operational aspects of the
Company’s activities;

c. the obligations of the Board members and their
duties, responsibilities and rights;

d. the duties and competencies of the committees
of the Board.

Y. developing the necessary mechanisms for Board
members and the Executive Management to
continuously enroll in training programmes and
courses in order to develop their skills and knowledge
in the fields related to the activities of the Company.

¥,V Remuneration of the members of the Board and
Committees

Remunerations and allowances of non- executive Board
Members and the members outside the Board as well as
attendance fees for attending the meetings of the Board and
its committees are determined in accordance with the SABB
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TAKAFUL Compensation Policy and the Board’s resolutions
which are endorsed in line with the regulatory directions.

¥,VY Evaluation of the Board and Committees

performance :

The Company’s Board of Directors shall regularly conduct a
self-assessment of its performance as well as of the
performance of its members.

Such evaluation process may be entrusted to the Nomination
and Remuneration Committee who will be assisted by the
independent members of the Board. External consultants may
be used to help in the assessment process. However, the
result of the assessment may be presented and the strengths
and weaknesses discussed and remedied in line with the
Company’s interest.

The company in conjunction with the Board shall annually
evaluate the extent of the independent member's
independence and ensure that there are no relationships or
circumstances that affect or may affect their independence.

The Company may adopt assessment criteria that agree with
best local and international practices, however the following
factors should be observed:

(a) Criteria for assessment of the Board as a whole and the
Committees. Assessment process shall include the following:

o Effectiveness of the Board in meeting its
responsibilities.

o [Effectiveness of the relationship with the
management and stakeholders including

shareholders and other related parties.

o Effectiveness of the Board or the committee in
managing the business including quality of the
meetings.

o Effectiveness of the leading model of the Chairman
or the Committee.

(b) Criteria for assessment of Directors: Assessment
process to include the following:

e Overall contribution to the Board / committees
business and the Company.

e Time commitment, particularly in attending Board and
committees meeting and the ability to participate
effectively in business.

e Cordial dealing with
management.

Interest to develop self-skills and knowledge.

Ability to communicate and coordinate effectively with
the Board, external parties and supervisory
authorities, particularly shareholders.

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

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

The Board of Director shall oversee the business of the
Company, including approving and overseeing the
implementation of the Company’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.

A member of the Board of Directors represents all shareholders;
he shall perform his duties of care and loyalty in managing the
Company’s affairs and undertake all actions in the general
interest of the Company and develop it and maximise its value,
and undertakes to carry out whatever may be in the general
interest of the company, but not the interests of the group he
represents or that which voted in favor of his appointment to the
Board of Directors.

Generally, the Board is responsible for the Company’s business
even if it delegates some of its powers to committees, individuals
or other third parties. In any case, the Board may not issue a
general or an open-ended delegation.

The Board of Directors shall have the following functions:

‘. laying down the plans, policies, strategies and main
objectives of the Company; supervising their
implementation and reviewing them periodically; . And,
ensuring that the human and financial resources required
to fulfill them are available, including:

e setting a comprehensive strategy for the Company,
key business plans and policies and mechanisms of
the risk management and review and guide them

e determining the most appropriate capital structure for
the Company, its strategies and financial objectives,
and approving all kinds of estimated budgets;
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overseeing the main capital expenditures of the
Company and the acquisition or disposal of assets;

setting performance indicators, and monitoring the
implementation thereof and the overall performance of
the Company;

reviewing and approving the organisational and
human resources structures of the Company on a
periodic basis; and

ensuring that the financial and human resources
required for achieving the objectives and main plans
of the Company are available.

Y. setting rules and procedures for internal control and
generally overseeing them, including:

developing a written policy to remedy actual and
potential conflicts of interest scenarios for each of the
Board members, the Executive Management, and the
shareholders. This includes misuse of the Company’s
assets and facilities and the mismanagement resulting
from transactions with Related Parties;

ensuring the integrity of the financial and accounting
rules, including rules relating to the preparation of
financial reports;

ensuring the implementation of appropriate control
procedures for risk assessment and management by
generally forecasting the risks that the Company may
encounter and creating an environment which is
aware of the culture of risk management at the
Company level and disclosing such risks transparently
to the Stakeholders and parties related to the
Company ; and

The Board shall regulate the disclosures of each of its
members and the members of the Executive
Management, via maintaining a register for these
disclosures and updating it regularly based on
disclosures required as per the Companies Law, the
Capital Market Law and their implementing
regulations; and by making such register available for
review by the Company's shareholders free of charge.

reviewing the effectiveness of the Company’s internal
control procedures on an annual basis.

setting forth specific and explicit policies, standards and
procedures for

membership in the Board, and

implementing them following approval by the General
Assembly;
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developing a written policy that regulates the relationship
with Stakeholders pursuant to the provisions of these
Regulations;

setting policies and procedures to ensure the Company’s
compliance with the laws and regulations and the
Company’s obligation to disclose material information to
shareholders and Stakeholders, and ensuring the
compliance of the Executive Management with these
policies and procedures;

supervising the management of the Company’s finances,
its cash flows as well as its financial and credit
relationships with third parties;

providing recommendations to the Extraordinary General

Assembly as to what it deems appropriate regarding the

following:

e increasing or decreasing the share capital of the
Company; and

e dissolving the Company before the end of its term as
specified in its bylaws or deciding the continuity of the
Company.

providing recommendation to the Ordinary General
Assembly as to what it deems appropriate regarding:

e using the consensual reserve of the Company, if
such has been formed by the Extraordinary General
Assembly and has not been allocated to a specific
purpose;

¢ forming additional financial allocations or reserves for
the Company; and

e the method of distributing the net profits of the
Company.

preparing the Company's interim and annual financial
statements and approving them before publishing them;

. preparing the Board report and approving it before

publishing it.

. ensuring the accuracy and integrity of the data and

information which must be disclosed pursuant to the
applicable policies and systems in respect of disclosure
and transparency;

. developing effective communication channels allowing

shareholders to continuously and periodically review the
various aspects of the Company's businesses as well as
any material developments;
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VY. forming specialised subcommittees of the Board pursuant
to resolutions that shall specify the term, powers and
responsibilities of such committees as well as the manner
used by the Board to monitor such committees. Such
resolutions shall also specify the names of the members
and their duties, rights and obligations and shall evaluate
the performance and activities of these committees and
their members;

V¢, specifying the types of remunerations granted to the
Company's employees, such as fixed remunerations,
remunerations linked to performance and remunerations in
the form of shares without prejudice to the Regulatory
Rules;

Ve, setting the values and standards that govern the work at
the Company;

Distribution of Competencies and Duties

It should be considered that the organisational structure of the
Company shall specify the competencies and distribute the
duties between the Board and the Executive Management in
accordance with the best practices in Corporate Governance,
and to improve the efficiency of the Company's decision
making and to achieve a balance of powers and authorities
across the Board and the Executive Management, and to
achieve this, the Board shall:

e approve and develop internal policies in respect of the
Company’s business, including specifying the duties,
competencies and responsibilities assigned to the
various organisational levels;

e approving a written and detailed policy that identifies
the powers delegated to the Executive Management,
a matrix stating these powers, means of
implementation and the period of delegation\ The
Board may request the Executive Management to
submit periodic reports in respect of its exercise of
such delegated powers; and

¢ identifying the matters on which the Board reserves
the power to decide.

e defining the competencies and specify the
responsibilities of the chairman, the vice chairman,
and the CEO explicitly and in writing.
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Oversight over the Executive Management

The Board shall form the Executive Management of the
Company, regulate its operating procedures, monitor and
oversee it and ensure that it performs the duties assigned to it,
and to achieve this, the Board shall:

e develop the necessary administrative and financial
policies;

e ensure that the Executive Management operates in
accordance with the policies approved by the Board.;

e select and appoint the Chief Executive Officer of the
Company, and oversee his work;

e appoint the manager of the internal audit unit/
department, or the internal auditor and dismiss him
and determine his remuneration, if any;

e convene periodic meetings with the Executive
Management to explore the work progress and any
obstacles and problems in connection therewith, and
review and discuss the important information in
respect of the Company’s business;

e develop standards for the performance of the
Executive Management consistent with the objectives
and strategy of the Company;

e review and evaluate the performance of the Executive
Management; and

e develop succession plans for the management of the
Company.

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 Company's performance are in place. In addition, the
following responsibilities are to be observed:

¢,Y 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
Company’s General Meeting.

It is necessary for each member of the Board, particularly
non-executive members, to arrange with the Chairman
before accepting any additional obligations that may affect
and weaken the efficiency of the time allocated by him.
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£,Y Abide by Conflict of Interest Policy

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

Full care should be exercised to avoid any potential conflict
of interests within the Board and between its directors. The
business activities of directors outside the Company should
be disclosed and approved by the Board, if material, as per
the applicable rules and regulations or as approved by the
Board.

The member shall inform the Board (without delay) of any
potential conflict of interests and not to vote on any decisions
that might affect the interests of the Company, its insured and
its shareholders.

The Board of Directors is responsible for management and
handling of any potential conflict of interests between the
directors and any other parties. The AGM, when held, should
be informed of the duties or contracts in which any of the
directors may have personal interest. These should also be
reported in the annual Directors report.

As SABB TAKAFUL policy in respect of handling possible
conflict of interest of SABB TAKAFUL’s board of directors
stipulate that, each director should confirm in writing on
annual basis to the Board and Nomination & Remuneration
Committee that he would exercise his role with full honesty
and integrity by always giving priority to the Company’s
interest over his personal interest and avoiding any conflict
of interest in favor of personal objectives. The form of
confirmation in this respect may be obtained “Conflict of
Interest confirmation Form — Attachment No. °).

¢,¥ Abide by SABB TAKAFUL Policies of Privacy,
Confidentiality of Information and Code of Conduct:

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 Company. The directors shall avoid disclosing any
information about the Company, its customers or activities to
any party for achieving personal interests without prior
approval from the Chairman.

In line with SABB TAKAFUL Governance Document each
director shall confirm in writing on an annual basis to the
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Board and Nomination & Remuneration Committee that, he
would comply with the liabilities and requirements of the
Code of Conduct for Directors (attachment No. 7).

¢,¢ Confirmation of Independency

An independent director is the person classified as
independent member in line with independency criteria
contained in the Insurance Corporate Governance
Regulation issued by SAMA that. An independent director
shall not have material relationship with the Company
(whether directly or as shareholder, partner or an employee
of an establishment having substantial relationships with the
Company). As stipulated in SABB TAKAFUL'’s 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 (Confirmation of Independency Form —
Attachment No. V).

¢,° Attendance of Board and Committees Meetings

As stipulated in the Company’s By-Laws and SABB
TAKAFUL'’s Governance Document, the Board shall hold ¢
meetings each year and at least one every quarter. Each
member isexpected to attend these meetings and effectively
participate in the activities thereof.

As a general framework a Board Director shall:

- Work with full honesty for the Company’s and
Insured interests.

- Raise related questions and discuss same with the
Company’s executive management.

- Ensure that important and main issues are listed in
the Board meeting agenda.

- Attend the board and committees meetings and
avoid absence without valid reasons.

- Ensure Company’s compliance with all regulations
and instructions.

- Exercise continuous supervision and monitoring on
the Company’s management.

- - Provide comprehensive information to the Board
when requested.

Each director shall attend at least Y’ of the board
meetings every year. If he fails to attend ¥ meetings in one
year without a legitimate and acceptable reason, a
replacement should be appointed in his position.
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Section Five: Succession Policy
¢-\ 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
availability of necessary skills as required to fill the positions in
the Board and committees.

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

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
Company :

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.

Ay dult 0

Y1 e e ARSI IS a1 Ain) it
Goag o e 3 il QY A il e i il
ay O e s ) elimef o Lad Jsatll Adls lasal
5 Sllliie el 5 Cumy pbliie g (8 A peaall i

Adlad g Galaall 8 580 pal) el A 33U <) lgal)

Slae pinal B Lgng ) Y Al Jadiy
sl )uuh—d‘ e Aginal) ul.am :Laﬁ_yac L.a:a\_s 63‘)\3}7\
fialy cndal) Zialll daal ol Tl cciSAy cilasd i

(Y 4ialy LA

ilal s ulaall (S anily Gaiad Cilagd il daad o Cus
b odaall w8l cad Canally 558l Culsa dxal ey
bl il o il dpaa ) e ()18 cellly 3lai il i

AS ) Loty (3 Y Al o sy ) 5 2000

amlly Y aall Gl jpal pagy gulaall JSE
aAlaly udaal) gliact daal adY)
& Leibme | dllad 5 4 slhadll ulaall Glal
) Lelelaia) 5 Ldlae | 84S jLidll
e 5 omadtl) el Yl dae é\;md,&iﬂ\ e =
sadsall A jlgall dalall cibllaie m

Oalaall gy anly LS 5 el ) Aiad (a5 Cum
Ll (e (8 ame O jlga s Cluadld fual dials s
sbmel Jady hhide ki ) sy of JaY) Al Lol
Adlall aglhgiac 358 elgli) agiladd Baay Byl ulaa
Ll o 31 Ol jlgall @8l 5 (e culaall glals Jall g0 SIS

5 oo ol e G DDaY) e #lad bl e o LS
dSys Lpad ) r’ﬁ'b‘b‘ oo padaal) eliac| 4idlia Ay Oi
ale) o of e (8 325 8 s canll i g s pliie

A s a5 Ll gl il 2SS

RESTRICTED - Y-



°,Y Activation of Succession Policy

Activation of succession policy adopted by the Company
consists of the following elements:

Identification of members of whom a 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 andavailable leadership
capabilities.

Identification 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 theduties they have to assume.

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

Interview and evaluate potential members for the
position.

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