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SHL Audit Committee
Saudi Home Loans

Audit Committee Charter
A- INTRODUCTION

Based on the Article (40) of the Company Articles of
Association, the Shareholders General Assembly shall
upon the recommendation of the Board of Directors
of Saudi Home Loans Company (SHL) establishes an
Audit Committee of not less than three (3) members
and shall not exceed (5) members to be chaired by an
Independent Board or none Board member, provided
that the majority of its members shall be none Board
members either from the Shareholders or others who
have the requisite financial skills and experience,
appointed by the Shareholders General Meeting for a
Term of three years subject to Saudi Central Bank
(SAMA) none objection.

B- MEMBERSHIP

Members of the Audit Committee must possess the
required credentials and expertise financial auditing
and risk management to discharge the duties of their
office, all in accordance with provisions of the Audit
Committee Charter.

The Audit Committee Chairman shall be an
independent member; however, he should not be the
Chairman of the Board. Most members of the Audit
Committee should be independent i.e., the member
should not be a Manager of SHL or a relative of any
other member of the Board and should not have any
financial or business relationship with the company
for the last two years before his appointment as an

Audit Committee member.
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C- Term of Reference:

Terms of Reference a- Through appointment of an
Audit Committee, the Board of Directors seeks to
engage assistance from the Committee in the
discharge of the Board's legal and regularity duties
and responsibilities of the Board to the Shareholders
General Assembly and other Supervisory and
Monetary Authorities represented by the Ministry of
Commerce and Investment, and/or the Saudi Central
Bank by way of delegating certain authorities to the
Audit Committee to perform specific functions as are
generally summarized hereinafter.

a- To generally examine and verify, through
discussions with executive management and the
External Auditor, integrity and fairness of the
SHL's financial statements and closing accounts
in all material respects, and to ascertain the extent
of their conformity with the SHL's Article of
Association, the Regulations for Companies and
guidance issued by competent authorities, in
preparation for their endorsement by the Board.

b- Evaluate and ascertain the SHL's compliance with
regulatory  requirements and  accounting
standards, and existence of financial and legal
covers as required for the SHL.

c- Ascertain independence of the SHL's External
Auditor, extent of their competence in
discharging their duties and responsibilities,
sufficiency and appropriateness of the audit scope
to cover the business volumes and/or various
activities of the SHL.

d- Report directly to the Board of Directors in
meeting its responsibilities for reviewing the
effectiveness of the system of internal control and
for approving the accounting policies and
financial statements of the company. The Audit
Committee also considers the plans and findings
of the Internal Audit Dept.

e- Verify, periodically, the efficiency of internal
control systems and determine to what extent
these cover all business aspects and activities of
the SHL, and to ensure that Internal Audit Dept.
defines an effective internal audit scope and
programs through necessary checks and
examinations to ascertain that internal control
systems are being complied with, and to rule out
any deficiencies in those systems or existence of
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other adverse indications to warrant enhancement
and empowerment of internal control systems,
with due regard to the complexity and intricacy of
SHL operations which are largely dependent on
state of the art technology and information
systems, and to extent these systems keep pace
with rapid developments in the utilization of
technology.

The Committee will verify and establish existence
of control systems that ensure appropriateness of
measures adopted by management to address
credit, market (foreign exchange and interest rate
fluctuations) and operational risks, as well as
liquidity, accrual policies, and sufficiency of
reserves.

Recommends the appointment of External
Auditors and reviews their work-plans and
findings and observations. The Company
complies with the guidelines issued by the
Regulators for organizing the Board Audit
Committee.

Provides a direct channel of communication
between the External Auditors and the Board,
helping to ensure i-that the external audit is
conducted in a thorough and effective manner and
appropriate actions are taken on reports issued by
the External Auditors.

If a conflict arises between the recommendations
of the Audit Committee and the Board
resolutions, or if the Board i_refuses to put the
Committee's recommendations into action as to
appointment or dismissal the company's external
auditor or determining its remuneration, assessing
its performance or appointing the internal auditor,
the Board's report shall include the Committee's
recommendations and justifications, and the
reasons for not following such recommendations.
To request the Board calls for a General
Assembly Meeting if its activities have been
impeded by the Board or if the Company has
suffered significant losses and damages. I-The
Committee Chairman or his designee, who is a
Committee member, shall attend General
Assembly meetings of the shareholders, and shall
answer any questions the Board Chairman sees fit
to be answered by the Chairman of the Audit
Committee.
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k- By such powers and authorities as may be
delegated to the Committee by the Board, the
Audit Committee will report to the Board of
Directors; however, it shall be independent from
the Board and senior management to ensure
unbiased and objective discharge of the
Committee's functions and duties as such are
delegated to the Committee, and in such manner
as the Committee deems fit for the proper exercise
of its functions.

I- The Board authorizes the Audit Committee to
engage services of external, qualified and
experienced consultants in the field of its tasks
and responsibilities.

m- More specifically, and without limitation to its
responsibilities, the Audit Committee shall
discharge the following authorities, tasks and
responsibilities:

1- Review, on a periodic basis, the scope, tasks,
responsibilities and authorities of the Audit
Committee, and raise proposals, if any, in
relation thereto to the Board for endorsement.

2- Review the annual audited financial
statements before recommendation to the
Board with management, such review to
cover any significant issues relating to the
accounting and/or audit principles, as well as
adequacy and appropriateness of internal
controls that are likely to have a material
impact on the preparation and presentation of
the SHL's financial statements.

3- Review the External Auditor's report on
material issues relating to the financial
statements and significant estimates and
assumptions management has relied upon in
the preparation of the financial statements of
the Company.

4- Review the interim (quarterly) financial
statements of the SHL with management and
Internal Audit Dept.

5- Review any significant changes on the SHL's
accounting conventions and policies, which
shall have been notified to the Audit
Committee by the Internal Audit Dept.
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6- Discuss with the External Auditor any
problems or difficulties they might have
faced during their audit and examination of
SHL accounts, such reviews to cover:

i- Any difficulties encountered during the
course of internal audit work, including any
restrictions imposed on the audit scope,
procedures or free access to the required
information.
ii- Any necessary changes to the planned
audit scope.

7- Discuss audit standards related matters with
the External Auditor as far as the audit
methodology, scope and process are
concerned.

8- Review and assess extent of internal auditor’s
compliance (with the Internal Audit charter)
endorsed by the Board of Directors, and with
Saudi Central Bank (SAMA) and the CMA,
advised guidance on internal audit’s scope,
processes and programs.

9- Assess the performance of the External
Auditor and report on results to the Board.

10

Evaluate performance and competence of the
Internal Audit Dept. head, and raise appropriate
recommendation thereon to the Board.

Review and evaluate Internal Audit’s annual
audit plan and monitor implementation.

11

12

Provide an independent assurance to the Board
on the design and operating effectiveness of the
Compliance processes, policies and procedures.

13

Responsible for ensuring that an appropriate
Policy is in place to manage SHL's compliance
risks. The Audit Committee shall oversee the
implementation of the Policy, including
ensuring that compliance issues and findings
are resolved effectively and expeditiously by
senior management with the assistance of the
Compliance Dept.

14- Review and take decisions on Compliance
Dept. reports on any material compliance
failures (e.g., failures that may attract
significant risk of legal or regulatory sanctions,
material financial loss, or loss of reputation).
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15- Review the Compliance Department quarterly
reports before submitted to the Board of
Directors for review and ratification.

16- Approval of Internal Audit and Compliance
plans, reports, remedial actions and best
practice reviews.

Review legal matters that could have a material
impact on the financial statements and SHL
policies on compliance with the laws,
regulations and directives of Regulatory
Authorities, as well as any significant requests
for clarifications received from Regulatory
Agencies with competence to exercise control
over SHLs and/or government entities in
cooperation with the SHL's Legal Division.

17

18

comments or findings from governmental
supervisory agencies, and management replies
thereto.

Meet at least on quarterly basis with the SHL's
Chief Financial Officer, Head of Internal Audit
Division, Compliance Officer, and Independent
Auditor.

D- Audit Committee Meetings

The Audit Committee shall hold a minimum of (4)
meetings per year. A meeting is valid if attended by at
least 2/3 (two third) of the Committee members in
person or by proxy. The Committee decisions will be
passed under members’ full consensus and the Chairman
shall have a casting vote.

19

Agenda and materials of the meetings shall be circulated
by the Secretary to Audit Committee members at least
three (3) working days before the captioned meeting.

E- Quorum of Meetings

The quorum of the Audit Committee meetings will be
2/3rd of the total members present. In the event that a
member of the Committee gives a proxy to another
member to attend the meetings on his behalf, then such
proxy shall be given in accordance with the following:

i- A member of the Committee may not act on behalf
of more than one other member as to attending the
same meeting.

ii- A proxy shall be made in writing and notice of

such appointment sent to the Secretary (3)
working days prior to such meeting.
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F- Committee Secretary & Minutes of the
Meetings

The Audit Committee shall appoint a Secretary who may
be a Committee member or not and he will be
responsible to maintain written minutes of its meetings,
along with a table tracking the Committee’s decisions
and follow up its execution.

Minutes of meetings should include the report and main
recommendations to the Board of Directors

clelaial) aild g9 gl yu Cppal -7

9 \gilael e oS B e Cpal Gty Adall) a8
ke Cpgtiy BEAY) o0 Ygpua g% Al LDy
Aaglia g Adall) ) ) AL 2l Jgan il ) e Laiay)
Lo dis

o il & cleladaY) aldy el o
B (adanal A

Page 7 of 7



