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INTRODUCTION

Saudi Home Loans Company (SHL) is licensed by
Saudi Central Bank (SAMA) as specialized Real
Estate home finance company established to provide
customer focused Islamic products and services to
finance Real Estate.

SHL gaining significant benefits from the
introduction, maintenance and improvement of
Corporate Governance policies and procedures to
maintain and enhance the value of internal
relationships by encouraging trust and transparency,
to preserves the value and culture of SHL, and to
protects the core financial assets and interests; and
maintaining full compliance with the laws, rules and
regulations that govern the Company’s business.

a- MISSION
SHL has a mission to embed a corporate culture that
emphasizes standards of honesty and integrity, where
the Board of Directors leads by example and corporate
management strives to observe the spirit as well as the
letter of the laws.

SHL is dedicated to follow the best Real Estate
financing industry practice in terms of corporate
governance and to be compliant with Shariah and
Regulatory requirements in the Kingdom of Saudi
Arabia.

b- OBJECTIVES

The purposes and objectives of this document is to
provide a frame work of the best practices of corporate
governance through the objectives outlined below:

- Adopting high ethical standards throughout SHL
that leads to integrity, honesty and competence

- The efficient use and utilization of resources to
achieve the optimum overall outcome for the
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organization based on
accountability.

- The adoption of sound organization structure with
defined authorities, responsibilities, and reporting
lines.

responsibility  and

- The presence of a proper system for guiding,
monitoring, reporting, controlling and managing
risks.

c- Corporate Governance
Structure

SHL always work to have a clear and comprehensive

organizational structure which defines reporting lines

for decision making, risk management, financial and
regulatory reporting.

Such structure will enhance and establish the
independence and authority of the control functions of
compliance, risk, legal, and audit. This will also lead
to define a process of overseeing the spectrum of risks
across the organization and business, including
strategic, operational, market, credit, liquidity, legal,
compliance, property, IT, reputational, and other risks.

In addition, SHL is committed to offer a Sharia
compliant product through strengthen the Sharia
culture and awareness in the Islamic Financing
principles and applications.
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d- Framework for Effective
Corporate Governance:
The primary objective of the Corporate Governance
Structure within SHL headed by the Shareholders
through the General Shareholders Meetings and
oversight by the Sharia Committee, Board of Directors
and led by the Board Committees to deliver
sustainable long-term value to SHL shareholders and
employees.

As a Financing Company, SHL shall adhere and
governed, in addition to the provision of this Policy,
by, without limitation, the below regulations and
principles:

- Financing Laws and implementing regulations
and the Principles of Corporate Governance for
Financial Institutions regulated by the Saudi
Central Bank.
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- Regulation on Sharia Governance for Financing
Companies.

- Central Bank Regulations for the appointment of
senior position in Finance Companies.

- Capital Market Authority Laws and its
regulations on Corporate Governance Policy.

- Companies Laws and implementing regulations

1- General Assembly / Meetings of

Shareholders:
The General Meeting of the Shareholders is the
ultimate authority of governance and grants authority
to the Board of Directors. The Board of Directors is
committed to ensure that the Shareholders rights are
protected and shall ensure fairness and equality
among them all. Effective and efficient means of
communication shall be available to encourage
meetings attendance and participation in the agenda
discussions.
Further, the Board and the Executive Management of
the Company is obliged not to discriminate among
shareholders who own the same class of shares nor
prevent them from accessing any of their rights
which shall include:
i- to obtain portion of the net profits which are to be
distributed in cash or through the issuance of
shares;

ii- to obtain share of the Company’s assets upon
liquidation;

iii-to attend the General or Special Shareholders
Meetings, take part in their deliberations and vote
on their decisions;

iv-to dispose of shares in accordance with the
provisions of the Companies Law, The Capital
Market Law and their implementing regulations;

v- to enquire and request viewing the books and
documents of the Company, including the data
and information related to the activities of the
Company and its operational and investment
strategy without prejudice to the interests of the
Company or breach of the Companies Law and
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the Capital Market Law and their implementing
regulations.

vi- to monitor the performance of the Company and

the activities of the Board;

vii- to hold Board members accountable, to file
liability lawsuits against them and appeal for
nullification of the resolutions of the General
and Special Shareholders Meetings in
accordance with the conditions and restrictions
provided in the Companies Law and the bylaws
of the Company;

viii- preemptive rights to subscribe for new shares
issued in exchange for cash unless otherwise
specified in the Company’s bylaws or when the
Extraordinary General Meetings suspends the
preemptive rights are per the Company's Law.

iX- to record his/her name in the Company’s
shareholders register;
X- to request to view a copy of the Company’s
articles of association and bylaws unless the
Company publishes them on its website; and,

xi-  to nominate and elect the Board members.

A- Ordinary General (Annual)
Meeting:

Except for the matters assigned / preserved for the
Extraordinary General Meetings, the Ordinary
General Meeting shall have competence over all
matters and affairs related to the Company and shall
be held at least once a year within six (6) months
following the closing of the Company’s fiscal year.
Other Ordinary General Meetings may be convened
whenever the need arises.

The powers, Authorities, and competencies of the
Ordinary General Meetings shall include, but not
limited to:

i. appointing and dismissing Board members;

ii. permitting a Board member to have direct or
indirect interest in the business and contracts that
are executed for the Company's account, in
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compliance with the provisions of the Companies
Law and Its Implementing Regulations;

permitting a Board member to take part in any
activities that may lead to competition with the
Company, or competition in any of its activities,
in compliance with the provisions of the
Companies Law and its Implementing
Regulations;

. monitoring the compliance of the Board

members with the provisions of the Companies
Law and Its Implementing Regulations and other
relevant laws and the Company’s bylaws;

. inspecting any damage that may occur as a result

of their violation of such provisions or
mismanagement of the affairs of the Company;
determine the liability resulting therefrom and
undertaking the procedures it deems proper in
this regard pursuant to the Companies Law and
Its Implementing Regulations;

approving the Company's Annual financial
statement; and the Board Annual report;
appointing the external auditors of the Company,
specifying their remunerations, reappointing
them, replacing them and approving their reports;

looking into the violations and errors
discovered by the external auditors of the
Company when performing their duties and
any difficulties, reported by the Company’s
external auditors, regarding their
empowerment by the Company’s Board or
Management to review the books, records and
other documents, statements and clarifications
required to perform their duties, and respond to
that as it deems appropriate in this regard;

. forming other reserves besides the statutory

reserve and consensual reserve and disposal of
the same;
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X. approving the sale of more than (50%) of the

Vi.

Vii.

. amending the Company’s bylaws,

i. increasing the Company’s

assets of the Company, whether in one or
several transactions within a period of 12
months from the date of the first selling
transaction. In case selling these assets
includes what falls within the powers of the
Extraordinary  General Assembly, the
approval of the said Assembly is required

B- Extra Ordinary General Meeting:
The Extraordinary General Meeting shall have the
following authorities and competencies:

except for
amendments which are deemed null and void
pursuant to the provisions of the Companies Law;

share capital in
accordance with the situations provided by the
Companies Law and Its Implementing
Regulations;

decreasing the Company’s share capital if it
exceeds the Company’s needs or in the event the
Company incurs financial losses, in accordance
with the situations provided by the Companies
Law and Its Implementing Regulations;

. resolving to form a consensual reserve for the

Company as provided for in its bylaws to be set
aside for a specific purpose, and the disposal
thereof;

. resolving to maintain or liquidate the Company

before the end of the term specified in its bylaws;
6) approving the Company's shares buy-back;

issuing preferred shares or approving their buying,
or converting ordinary shares into preferred shares
or converting preferred shares into ordinary shares
as per the Company's bylaws and the Regulatory
Rules and Procedures issued pursuant to the
Companies Law related to Listed Joint Stock
Companies;

issuing debt instruments or financing deeds
convertible into shares, and stating the maximum
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number of shares that may be issued against these
instruments or deeds;

viii. allocate Shares that are issued upon the capital
increase or part of them for the employees of the
Company, and its affiliates or some of them, or any
of them; and

iX. suspending preemptive rights of shareholders in
subscribing for the capital increase in exchange for
cash or giving priority to non-shareholders in cases
as deemed in the interest of the Company if so is
provided for in the Company's bylaws.

x. The Extraordinary General Meeting may issue
resolutions that fall within the powers of the
Ordinary General Assembly, provided that such
resolutions are issued in accordance with the
issuance requirements of Ordinary General
Assembly resolutions which require the absolute
majority of shares to be represented at the meeting.
C- Call for General Meetings:

The General and Special Shareholders' Meetings shall

convene upon an invitation from the Board in

accordance with the situations stated in the Companies

Law and Its Implementing Regulations and the

Company’s bylaws. The Board shall invite the

Ordinary General Meeting to convene upon the

request of the external auditor, the audit committee or

a number of shareholders holding shares equal to at

least (5%) of the share capital of the Company. The

external auditor may invite the assembly to convene if
the Board does not invite the assembly within thirty
days from the date of the external auditor's request.

The date, place and agenda of the General Meeting

shall be announced at least twenty-one (21) days prior

to the date thereof; the invitation shall be published on
the website of the Tadawul, the Company's website
and in a daily newspaper distributed in the province
where the Company's head office is located. The

Company may invite the General and Special

Shareholders' Meetings to convene using electronic

means.

9|Page

V-01 — Approved by the BOD on 27th October 2014

2- V-02- Recommended by the ExCom on 26th Sept 2021
3- V-02 - Approved by the BOD on 28th September 2021

5oVl ada i W lacal Sy Al agas!
colanadl
33l xie L lacal &by ) agu) anads -
A, Gilasal Lgie ea sl JW) iy
a5l 5l Lpany ol Led daglall Sl
syl umw adll 3sia s -
ol A W) e gl ) s Jlall d ) 33 3
daliae A u\} | G EN | Rt VT AN |
Al e 48 ,al ‘._?_A.»Lm‘}” Allaill i 13) 48,4
Gl A el Lol dalal) Amaall eag -
dald) Lmand) clalaialy cllalu (ada adi
clallaial 188 g el ) Al Sl laua) dday i cAgalal)
dpanll @i f b lgle pagaldl laal)
dathall Auted) Jafiad qllati i) dstad) dalad)
ELaiaY) B agadll
dsa garl) dmanl) pladia¥ 5l
o sl Aaldll s daladl (bl Cilelaia) bl
Lale o gualall glia s T g 5 41aY) (ulaa (e B g
oubay) Al g A Aadi) gl S ) alas B
dalal) dalad) dgmaad) B laY) Galae sen AS,AN
gl gl A cllall (38 Gl e 2L el
gl (ro8lay an Cppablasall (228 51 daal jall
S A Jle ey g B e (75) Jals
Al 13) M dLmandl 3403 A A clibual) @@l
il e 5 e La gy (DG A dmanl) (udaal) go
Lplaiay) Al sial A Al Gllual) aal e
daanl) Jleef Jgaa g GlSay i o (DY) Al
Cr BB Ao TLa gy (21) Codis g 2al g J da gl
adoall o dgeall Al A A Laaed) fy
b EIF dag Abaua Ay Asydll g
) il Lgd aly Al dBdlaall o) [dBkial)
L) clelaiadll seeal) AS,al ean (A8l
Glasl) alddialy e Cpaaluall daldlly
A g shy)



JSLuall Jigail &3agewll
SAUDI HOME LOANS

The Company may amend the Agenda of the General
Meeting within a period between publishing the
invitation and the date of convening the General
Meeting, provided that the Company shall follow the
same invitation methods.

Shareholders shall be granted the opportunity to
effectively participate and vote in the General
Meetings. The General Meeting of shareholders may
be convened and shareholders may participate in their
deliberations and vote on their resolutions by
electronic means pursuant to the Regulatory Rules and
Procedures issued pursuant to the Companies Law
related to Listed Joint Stock Companies. The Board
shall work on facilitating the participation of the
largest number of shareholders in the meetings of the
General Meeting, including choosing the appropriate
place and time of such meeting. The Company shall
ensure recording the details of the shareholders who
desire to attend at the Company's head office prior to
the specified time for convening the Meeting, unless
the Company's bylaw state other means.

D- Meetings Quorum:

Each shareholder shall have the right to attend in
person or by proxy the General Meetings of the
shareholders. a list of the names of the shareholders
attended shall be issued one hour before the Meeting
time.

The Ordinary General Meeting shall not be valid
unless attended by a number of shareholders
representing at least quarter (1/4) of the share capital.
Failing such a quorum at the first meeting, another
notice shall be issued for a second meeting to be held
following the first meeting. The second meeting shall
be wvalid irrespective of the number of shares
represented.

E-Voting and Passing of
Resolutions:
Resolutions at the Ordinary General Meeting shall be
adopted by the simple majority of the shares present
or represented therein.
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Resolutions at the Extraordinary General Meeting shall
be adopted by a majority of two-thirds of the shares
present or represented thereat - except in respect of
resolutions pertaining to the increase of the share capital
or its reduction, the extension of the Company’s duration
or its dissolution before its term, or amalgamating it into
another company or entity, which shall be adopted by a
majority of votes of three-fourths (3/4) of the share
capital present or represented.

Upon calling for the General Meeting, the Company
shall announce Tadawul & CMA websites
information about the nominees and their profiles for
the membership of the Board which shall include the
nominees' experience, qualifications, skills and their
previous and current jobs and memberships. The
Company shall make a copy of the mentioned
information available in the Company's head office
and its website. Cumulative voting shall be used in
electing the Board, in which it is not allowed to use
the voting right of a single share more than once.
Voting in the General Meeting shall be confined to the
Board nominees whose information has been
announced above.

2- Board of Directors:

The Board is vested with full powers to manage the
business of the Company and supervise its affairs. The
Board, in the discharge of its duties, exercises all such
powers and performs all such acts which are consistent
with the Company’s Memorandum and Articles of
Association. This Corporate Governance Policy is to
outline details of the roles and responsibilities of the
Board, Board authorities, Committees and procedures
for Board functioning, in addition to the Board of
Directors code of conduct.

A- Composition
The company is managed by a Board of Directors
comprising of (11) members elected by the
shareholders’ Ordinary General Assembly for a period
not exceeding three (3) years, after meeting the
requirements decided by the Saudi Arabian Central
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Bank and the CMA, and obtaining a no objection letter
stating their approvals.

Each shareholder shall have the right to nominate
himself or a person or more for membership of the Board
of Directors pro rata to its shareholding in the share
capital. All Board directors may be reappointed. The
nomination for Board members should take into
consideration the diversity of qualifications and
expertise of members.

The Board should be composed of a number of
independent members of at least 1/3 (One Third) of the
total members of the Board.

The Board shall conduct an annual assessment to check
the independency of the independent Board members
whether there would be any relationship or
concomitances that may affect their independency and
also any independent member should promptly inform
the Board if any concomitances that may impeached his
independent position.

The composition of the Board shall also comply to any
Regulatory regulations on limitation relating to the
numbers and classification of executive, none executive,
and independent members as defined by such
regulations.

B- Key Role and Responsibilities:
In addition to and without limitations to roles and
responsibilities of the Board members individually or
collectively as provided for in Corporate Governance
Regulations issued from the Central Bank, CMA,
Ministry of Commerce or any other Regulators:

i- The Board represents all shareholders; it shall
perform its 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 maximize its value

ii- The Board of Directors is ultimately responsible for
the management of the company’s affairs, including
approving and overseeing the implementation of the
company’s strategic goals, approving risk strategy
and monitoring the implementation of corporate
governance rules. The Board is also responsible for
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dissemination of best professional values and
conduct and providing oversight over senior
management and monitoring its performance.

The Board responsibilities include, inter alia,
approving and overseeing the implementation of
strategic goals, setting risk appetite, approving risk
parameters, monitoring corporate governance rules,
disseminating best professional values and conduct,
and monitoring the Company’s and management’s
performance.

iii- The Board ensures that the Company organization
structure is effectively established to manage its
business. This structure is supported by an
appropriate  delegation  of  authority and
accountability with regard to acceptable levels of
risk, which are documented in the Company’s high-
level control framework.

iv- Directors have full and timely access to relevant
information and have access to the advice of the
Company Secretary and to independent Professional
advice where needed in furtherance of their duties at
Company’s expense.

v-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 judgement on all
business affairs for the best interest the Company.

vi- Board members should collectively have a mix
of professional, practical and managerial skills,
strategic thinking, industry knowledge, financial
experience, and high reputation and integrity. viii.
Board ~members possess the  requisite
characteristics, such as integrity, judgment,
credibility, trustworthiness, strategic thinking,
intuition, vision, industry knowledge,
communication (including listening)  skills,
decision-making ability, interpersonal skills,
willingness to actively participate and ability to
constructively handle conflict. They should have
a sufficiently independent voice and be capable,
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where relevant, to exercise critical judgment and
assessment vis-a-vis any aspect of the business.

vii- Pursuant to an effective Corporate Governance
Structure, the Board may delegate any of its
powers to the Executive Committee. The Board
may also from time-to-time delegate and/or
authorize any specific power or powers to any
other person for such period and subject to such
conditions as the Board may think fit. 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.

viii-The Board shall ensure the independence of
internal and external auditors; and ensure
compliance with the requirements of disclosure and
transparency with regard to reports and financial
information and shall ensure their timely disclosure
without delay.

ix- The Board shall be directly responsible and shall
ensure that all business and financing activities of
the Company are compliant with Sharia principles
as issued and supervised by the Sharia Committee.

C- Principles of truthfulness,

honesty and loyalty:

Each member of the Board shall comply with the
principles of truthfulness, honesty, loyalty, and care of
the interests of the Company and its shareholders, and
priorities their interests over his/her personal interests.
This shall include, in particular, the following:
Truthfulness: is achieved when the relationship
between the Board member and the Company is an
honest professional relationship, and to discloses to
the Company any significant information before
entering into any transaction or contract with the
Company or any of its affiliates.

Loyalty: is achieved when the Board member avoids
transactions that may entail conflicts of interest and
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ensures fairness of dealing, for the benefit of the
Company and stakeholders.

Due Care: is achieved by performing the duties and
responsibilities set forth in the Financing Laws &
Regulations, Companies Law, the Capital Market Law
and their implementing regulations and the
Company’s bylaws and other relevant laws. This can
be achieved through attending regularly Board
meetings, participating in discussions, taking
decisions based on sufficient information and good
faith, etc.

A member of the Board is required to be
professionally capable and has the required
experience, knowledge, skill and independence,
which enable him/her to perform his/her duties
efficiently. He/she shall have the following
qualifications in particular:

Ability to lead: He/she shall enjoy leadership
skills which enable him/her to delegate powers in
order to enhance performance and apply best
practices in effective management and
compliance with professional ethics and values

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

Ability to guide: He/she shall have the technical,
leadership, and administrative competencies as
well as the ability to take prompt decisions, and
understand  technical  requirements  and
developments related to the job. He/she shall also
be able to provide strategic guidance and long-
term planning and have a clear future vision.
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Financial knowledge: He/she shall have the
ability to read and understand financial
statements and reports.

Physical fitness: He/she shall not suffer from any
health issue that may hinder him/her from
performing his/her duties and responsibilities.

D- Nomination & Succession:

1- The Company shall get no objection from Saudi
Central Bank (SAMA), or any other Regulator
or Authority (CMA), before the appointment of
the Board members. The Company shall notify
SAMA, CMA and MOCI with the names of the
Board members and description of their
memberships within the prescribed time limit of
business days from the date of their
appointment. Notification to Authorities should
also be issued in cases of seat vacancies in the
Board for any reasons as provided for in the
Company Bylaws.

2- New Board members will be provided with
initial orientation on the role of director,
corporate governance, risk management,
compliance and the business profile of the
Company. In order to help Directors, maintain
and deepen their knowledge and skills to fulfil
their responsibilities, they will have access to a
variety of awareness programs, presentations
and seminars.

3- The Board shall carry out on a periodical basis a
review of its contribution and performance
through a self-assessment process. This is
conducted with the assistance of the Nomination
and Compensation Committee (NRC). The Board
has in place a mechanism for the assessment,
selection and nomination for members to the
Board and a mechanism to oversee the integrity of
Board members.

4- The Board shall conduct an annual assessment and
independency of each independent member of the
Board to ensure his integrity and the lack and
absence of any circumstances that may affect its

WGy 4 0sS Ol Jushl)
Aadl g Al
Beljf Ao Bl Al o< o rlllel) 49wl
Aallal) o A g i) eg_an‘g
Al 38 daa A (o (a (Alag W il Ll
RERPTWIPRT TP e

ilail) g pead Al -

M\wﬁw?&uhisﬂ\dmﬂdy -1
o Lalili dga o o ((Lala) gagaad) (538l
B (ulaa slae) cpad J8 5 AT ddw
(53 90ad) (5 38 pal) i) JUad) AS Hl) o g
dslially Bkl 3039y Adlall (omdl Aba g
g gas Liuagg B IY) Galasa slas| slaudy
Al f S O Jard) alily Saaaal) dlgal) SMA
s ¥l gé Slaloll JLh&\ Ja) caa LasS
Gl (G Y B Gudaa B aclial)
A AN () alladl) 8 Lde (a gualall

Lgailly 2aad) B YY) (udaa sl 293 ol -2
By S A daS g g pdal) 593 Jsa (Adnall
A AL Galdd) Jlae Y dilag ol 331 5 i)
BUal) (e agiaSai (p pall Baslaw Jal ey
Lelaant g agdl gy agul 4 mall il sl o
Jasl) dilsal agd Zlw cagill gy sl sl
w2l g de 5 el s e Ao slia de gara )
L) gadll g dsagail)

1ok — gsiw bl Ao — (ulaall asly -3
Al Llas DA (g Al 5 Adablosa o daa) ja
(i) ‘u.&mw PA e i 2y g “_,au
clagd Al dal dacluwas el aY) 1A Al g
il A0 alaall gal BgE ol gadll g
il 3 Al g Galaall plias ¥ gradi S5 LA g
Lodaal) plasi Al 3 o

DUy ool anll ) aly galaall asly -4
oo UL alaal) sliae e Jiee ge JO
8388 e A58 gl o) aga g pte g Ar) 3
JEiauall 5 )Y (ulaa geae a3k LaS (il

16 |Page

V-01 — Approved by the BOD on 27th October 2014

2- V-02- Recommended by the ExCom on 26th Sept 2021
3- V-02 - Approved by the BOD on 28th September 2021



SHL sz

2- V-02- Recommended by the ExCom on 26th Sept 2021
3- V-02 - Approved by the BOD on 28th September 2021

JSLuall Jigail &3agewll
SAUDI HOME LOANS

independent position. The independent Board
member is also obliged to disclose to the Board if
any such circumstances occurred. Central Bank
should be notified within (5) working days in case
of lack of independency of an independent
members.

Any Board member shall not act as a Board
member for any other similar financial institution
performing business in KSA, and he shall not act
as a Board member for more than (5) listed
Companies at the same time.

Board members shall immediately disclose to the
Board any direct or indirect interests he has in
business or contracts concluded or to be concluded
with the Company and shall refrain from voting
on such deals. Further, any person nominated for
the Board membership shall disclose to the Board
and to the General Meeting any situations of
conflict of interests whether direct or indirect
relating to the business or contracts with the
company or participation in any business or
activity that competed with the activities of the
Company

E- Board Meetings:

The Board meets upon the request of the
Chairman and such request is accompanied by
the agenda of the meeting at least seven (7)
days before the meeting date. The Chairman
convenes the Board for meetings whenever
such a meeting is requested by two directors.
The Board meets at least four (4) times a year.
No Board meeting is valid unless attended by
at least seven directors either in person or by
way of proxy, provided that at least five (5)
directors shall be present personally. A
director may delegate another director as his
proxy to attend and vote at the Board meeting.
Members of the Board shall be allowed to
participate in the meeting by telephone, or via
videoconference or by any electronic means
that can be accessed by all members of the
Board of Directors simultaneously. This
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participation is considered as presence of the
meeting.

iii- The Board Resolutions are made
unanimously and in case of any differences,
the decisions are made by a majority of at
least seven (7) of the Directors presents or
represented. The Board may pass Resolution
by way of circulation by the Directors. All
resolutions adopted by circulation shall be
presented for ratification at the following
Board meeting.

iv- The Board shall approve the agenda once the
Board meeting is convened. Should any
member of the Board raise any objection in
respect of such Agenda, such objection shall
be recorded in the minutes of the meeting.
Each member of the Board is entitled to
propose additional items to the agenda.

F- Reporting:

covering both financial and non-financial information.
Financial reporting is based on the Annual Plan
(Budget) approved by the Board and derived from the
Strategy Plan. This information typically covers such
metrics as: actual results, analysis of variances from
plan comparison to previous year, portfolio analysis,
large exposures, funding strategy, liquidity status, and
other important performance indicators as requested
by the Board from time to time.

G- Board Compensation:

Regulatory direction - if any - with regards to
minimum and maximum compensation for Board
members, Board compensation reflects the following
guiding principles:

1- Results of annual performance evaluation are
considered when determining the
compensation payable to each Board member,
with due regard to the various aspects of
performance, efforts, contribution,
preparation and participation, attendance,
integrity and reputation.
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2- Travel/laccommodation fees and attendance
compensation are paid to members based on
actual attendance to meetings and the
expenses incurred to facilitate attendance.

3- The Company’s financial results for the year
are considered when determining
compensation. Total compensation paid to
Directors shall not exceed 5% of net profits.

H- Chairman, Vice Chairman of the
Board:

i- ensuring that the Board effectively discusses

all fundamental issues in due course;

ii- representing the Company before third parties in

accordance with the Companies Law and lIts
Implementing Regulations and the Company's
bylaws;

lii- encouraging the Board members to effectively

perform their duties in order to achieve the
interests of the Company;

iv-ensuring that there are actual communication

channels with Shareholders and conveying
their opinions to the Board;

V- encouraging constructive relationships and

effective participation between the Board and
the Executive Management on the one hand,
and the Executive, Non-Executive and
Independent Directors on the other hand, and
creating a culture that encourages constructive
criticism;

vi-preparing Agendas of the Board meetings,

taking into consideration any matters raised
by Board members or the External Auditor
and consult with the Board members and the
Chief Executive Officer upon preparing the
Board's Agenda;
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vii-convening periodic meetings with the Non- odlas gliac & A deldal M8e -7

Executive Directors without the presence of
any executive officers of the Company.

viii- The Chairman Should ensure that the
Company adopted social responsibility
programs addressing the social projects in line
with the approved social responsibilities
polices from the General Meeting, for
increasing the financial awareness, financing
productive sectors without prejudicing the
Company financial capabilities or the interests
of stakeholders.

iX-To ensure that the Company services meets
the needs and requirements of the society
upon fair costs and the initiatives of the
Company in supporting small and medium
projects.

X- contracts in which any Board member has
direct or indirect interest, the notification shall
include the information regarding any
interest, either direct or indirect, in the
businesses and contracts that are executed for
the Company's account; this notification shall
be accompanied by a special report of the
Company's External Auditor.

xi-In the absence of the Chairman, the appointed
Vice Chairman shall be responsible for
Chairman duties for calling and presiding the
meetings.

xii- The Board may appoint a Chief Executive
Officer (CEO), or one of its members as a
Managing Director. Combining between the
Chairman and any executive position in the
Company is not permitted.

|- Board Secretary:

i- The Board appoints a Board Secretary to be
selected from amongst its members, or from
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responsibilities as directed by the Board
Chairman. Generally, he initiates all
secretarial duties for meetings of the Board,
and the General Meetings of the Shareholders,
which shall include:

a- documenting the Board meetings and

preparing minutes therefor, which shall
include the discussions and deliberations
carried during such meetings, as well as the
place, date, times on which such meetings
commenced and concluded;

b- and recording the decisions of the Board and

Vi-

Vii-

voting results and retaining them in a special
and organized register, including the names of
the attendees and any reservations they
expressed (if any),. Such minutes shall be
signed by all of the attending members;

retaining the reports submitted to the Board and
the reports prepared by it;

providing the Board members with the Agenda of
the Board meeting and related worksheets,
documents and information and any additional
information, related to the topics included in the
agenda items, requested by any Board member;

notifying the Board members of the dates of the
Board’s meetings within sufficient time prior to
the date specified for the meeting;

notifying the Board members of the dates of the
Board’s meetings within sufficient time prior to
the date specified for the meeting;

ensuring that the Board members receive, fully
and promptly, a copy the minutes of the Board’s
meetings as well as the information and
documents related to the Company;

regulating the disclosure register of the Board and
Executive Management,

viii- Providing aid, assistance and advice to the Board

iX-

2- V-02- Recommended by the ExCom on 26th Sept 2021
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members,

The Secretary of the Board may not be dismissed
except pursuant to a decision of the Board,
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x- If a Board member resigned from the Board and
he has observations on the Company performance,
he should write down such observations to the
Chairman of the Board. These observations shall
be presented to all other Board members and the
Central Bank should be copied.

3- Competencies and Duties of

the Executive Management

Without prejudice to the powers and authorities
entrusted to the Board pursuant to the provisions of the
Companies Law, the Financing Laws and Its
Implementing Regulations, the Executive
Management shall be responsible for the daily
management of the Company and implementing the
plans, policies, strategies and main objectives of the
Company in line with business strategy and risks
parameters approved by the Board in order to achieve
its purposes. The tasks and duties of the Executive
Management shall include, inter- alia the following:

i- implementing the Company’s internal policies
and strategies approved by the Board;

ii- suggesting the Company’s comprehensive
strategy as well as the principal and interim
business plans and the policies and mechanisms
for investment, financing, risk management and
emergency  administrative  circumstances
management plans and implementing them;

iii- proposing the most appropriate capital
structure for the Company and its strategies and
financial objectives;

iv- proposing the main capital expenditures of the
Company and acquiring and disposing of assets;

v- proposing the organizational and human
resources structures of the company and
reporting lines including the CEO position
presenting them to the Board for approval,

vi- implementing internal control systems and
procedures, and generally overseeing them,

which include:
a- implementing the conflicts of interest
policy;

b- applying the financial and accounting
procedures, including the procedures
relating to the preparation of financial
reports;
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c- applying appropriate control systems for
measuring and managing risks by generally
forecasting the risks that the Company may
encounter and creating an environment
which is aware of the culture of risk
mitigation at the Company level, and
transparently disclosing them to the
Company’s Board and other Stakeholders.

vii-proposing the policy and types of
remunerations granted to employees, such as
fixed remunerations, remunerations linked to
performance and remunerations in the form of
shares;

viii- preparing periodic financial and non-
financial reports in respect of the progress
achieved in the business of the Company in light
of the strategic plans and objectives of the
Company, and presenting such reports to the
Board;

iX- managing the daily business and activity of the
Company, in addition to managing its resources
in the most appropriate form in accordance with
the objectives and strategies of the Company;

X- participating effectively in building and
developing a culture of ethical values within the
Company;

xi- implementing internal control and risk
management systems and ensuring that they are
effective and efficient, and ensuring compliance
with the level of risks approved by the Board;

4- Board Committees

In order to enable the Board to perform its duties in an
effective manner, the Board has established
specialized Committees as may be needed depending
on the Company’s business in order to enable it to
effectively perform its duties. the formation of the
committees shall be made in accordance with general
procedures developed by the Board, which shall
determine the duties, duration and powers of each
committee, and the manner in which the Board
monitors the activities of each committee.
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The committee shall inform the Board of its findings
or decisions with complete transparency. The Board
shall regularly follow up the activities of such
committees to ensure the performance of the duties
delegated to them. The Board shall conduct on a
yearly basis a review and assessment of the
performance of these Committees. Committees are
formed based on Regulatory guidelines and the best
Corporate Governance practices which include the
following:

1- The formation of the Committees should be
made in accordance with Terms of Reference
(TOR) approved by the Board, which
determine the duties, review date, powers of
each Committee, and the manner in which the
Board monitors the activities of each
Committee.

2- Minutes of the Committees meetings are
reviewed and ratified by the Board of
Directors.

3- The number of members of a Committee shall
be not less than three (3) or more than five (5).

4- The Chairman or delegated member shall
attend the General Meetings to answer any
questions raised by the shareholders.

5- The None objection letters shall be obtained
for the Nomination of Committees Chairmen
and members.

6- the Company shall provide the CMA with the
names of the members and the types of their
memberships in such Board's committees
within five (5) days of their appointment, and
shall notify the CMA of any changes thereto
within five (5) days of the date of such
changes.

1- Nomination and Remuneration

Committee NRC
the Company combined the Nomination and
Remuneration committees into one committee named
the Nomination & Remuneration Committee (NRC).
The Board shall take into consideration while forming
the NRC that at least two (2) members are
Independent and shall be Chaired by an independent
member. The Chairman of the Board shall not be a
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member or a Chairman of the NRC. The General
Meeting shall, upon a recommendation of the Board
of Directors, issue rules for the appointment of the
members of the NRC, terms of office and the
procedure to be followed by such Committee.

The NRC, in additions to powers and authorities
assigned to it by the TOR, the Committee shall:

a- To establishes and oversees succession for
the Board and identifies, assesses and
recommends candidates for Board
membership based on specific selection
criteria. It reviews the structure of the
Board and, where needed, recommends
changes

b- Annual review of the requirement of
suitable skills for membership of the Board
of Directors and the preparation of a
description of the required capabilities and
qualifications for such membership,
including, inter alia, the time that a Board
member should reserve for the activities of
the Board

c- Assists in assessing and monitoring the
performance of the Board and its members
to establish strengths and weaknesses and
make recommendations to the Board
accordingly.

d- Draw clear policies regarding the
indemnities and remunerations of the
Board members and top executives; in
laying down such policies, the standards
related to performance shall be followed.

e- With respect to the Company top
management such as the CEO, CFO, COO,
and Department Heads, the Committee
shall annually review and approve
corporate goals and objectives relevant to
compensation, evaluate performance in
light of those goals and objectives, and
determine and approve compensation
levels based on this evaluation.
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2- Executive Committee:

The Board Executive Committee enjoys wide powers
delegated to it by the Board. ii- Without restriction to
Board Delegation, the Committee is responsible for
implementing Company’s strategy, monitoring
business performance, managing risks and ensuring
the effectiveness of internal controls, approving
sizable capital expenditure and ensuring effective
management of the Company, overseeing matters
related to corporate governance and approving and
reviewing Company’s policies.

The Executive Committee is composed of five (5)
members who may or may not be Directors of the
Board provided that the Committee Chairman shall be
a Board member.

The Executive Committee meets whenever it is
needed, provided that it shall hold at least six (6)
meeting annually, and acts as a monitor and facilitator
of the Company’s business, under the delegated
authority granted by the Board of Directors.

Committee meeting shall be valid only if attended by
at least four (4) members, attending in person or by
proxy, provided that at least three (3) members
attended in person.

Decisions of the Executive Committee are made
unanimously. Failing this, in case of differences, the
decisions are made by a majority of the members
present or represented.

Deliberations and resolutions of the Committee shall
be recorded in minutes to be prepared by the Secretary
and signed by the members present. Such minutes
shall be forwarded to the members of the Board for
their review and shall be entered in a special register,
to be maintained by the Secretary. All Committee
decisions shall be ratified at the next Board of
Directors meeting.

Conflict of interest whether direct or indirect, in any
proposal, transaction or resolution that is up for voting
or discussions in the Committee meeting, such
declaration must be recorded in the minutes and the
conflicted member or members shall not participate in
voting on the resolution to be adopted in this respect.
The Board evaluates performance of the Executive
Committee through a self-assessment process
presented to the Board of Directors annually.
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3- Audit Committee:

The Shareholders General Meeting shall upon the
recommendation of the Board of Directors of the
Company (SHL) establishes an Audit Committee
of three (3) and shall not exceed (5) members to
be chaired by an independent member, and the
majority of members shall not be Board
members. The Committee members shall have
the requisite financial skills and experience in
risk management, selected by the General
Meeting for a period of three years. The members
of the Committee may be reappointed for further
two (2) terms in the maximum. The Audit
Company complies with the guidelines issued by
the Company’s Regulators for organizing the
Audit Committee.

The Committee meets four times, at a minimum,
each year. The Committee also meets with the
CEOQO, the CFO, Head of Internal Audit, Heads of
various Departments and other senior executives
as and when required for discussions and
deliberations.

The Audit Committee assists and reports 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 Annual and Quarters
financial statements of the Company. The Audit
Committee also considers the plans and findings
of the Internal Audit Function.

Recommendation to the Board regarding the
hiring / termination of services if the Internal
Audit head and recommends his remuneration
The Committee recommends the appointment of
External Auditors and reviews their workplans
and findings and observations.

The Committee provides a direct channel of
communication between the External Auditors
and the Board, helping to ensure that the Audit is
conducted in a thorough and effective manner
and appropriate actions are taken on reports
issued by the External Auditors.
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Ensuring that an appropriate Policy is in place to
manage SHL’s compliance risk. The Audit
Committee shall oversee the implementation of
the Policy, including ensuring that compliance
issues are resolved effectively and expeditiously
by senior management with the assistance of the
Compliance Department.

The Committee will issue its opinion — based on the
Board request — on whether the Board of Directors
and the Annual Financial Statement were fair,
balanced, and clear to enable the investors and
Shareholders to evaluate the performance, business
module, and the strategy of the Company.

4- Credit & Risk Management

Committee:
The Committee comprises of at least three (3)
of none executive members and shall not
exceed five (5) members, and shall not be
Chaired by the CEO.
The Committee meets at least four (4) times a
year. The Chairman may invite for a committee
meeting whenever urgent issues need to be
discussed by the Committee.
The Committee monitors and oversees the
development of an overall risk appetite
framework for the Company. It ensures that there
is an effective risk management structure in place
for the identification, measurement, monitoring
and control of the various risks to which the
Company may be exposed: credit, market,
liquidity, operational etc.
The Committee serves as a link between SHL’s
management and Board in fulfilling its
oversight responsibilities in respect of the risks
inherent in the business of the Company and
the control processes with respect to such risks.
The Committee takes necessary decisions
regarding matters under its authority and / or
raises recommendations to the Board for
approval / ratification as per the
specializations, powers and responsibilities
assigned to it by the Board of Directors.
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5- To lay down comprehensive strategies and
policies in line with the nature and activities of
the Company taking in consideration the Cyber
Security and Technology risk, and observe its
implementation and its revision and update
based on the internal or external changes
affecting the Company.

6- To assess the continuation feasibility of the
Company business and activities and to define
the risks that might threaten the continuation of
the Company for the next (12) months.

7- Provide direction and support to management
and employees on risk matters.

8- Interact with other Board Committees on the
subject of risk and risk management

5- The Sharia Committee:
The Board appointed a Sharia Committee from not
less than two (2) and shall not exceed five (5)
members, based on the recommendation of the NRC
and after the Central Bank none objection.

The membership of the Sharia Committee shall not be
terminated before its term except for justifiable
reasons, and the Company shall inform the Central
Bank within (5) working days in case of resignation or
termination of membership.

The resigned member shall submit his resignation to
the Board accompanied with the reasons thereof.

The formation and constitution of the Sharia
Committee shall meet the below requirements and
criteria:

a- The Chairman of the Committee shall be an
independent member as defined by the
Regulation of Sharia Governance for
Financing Companies issued from the Saudi
Central Bank.

b- The Committee members shall possess the
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c- They shall individually and collectively have
the professional and suitable practical
expertise in finance and Sharia issues, in
particular, a Sharia Committee member shall
pOSSess:

i- Competency: represented by the
education levels, training, and

experience not less than three years in
relevant area.

ii- The Financial and Sharia Knowledge:
the ability to read and understand the
financial reporting and suitable relevant
Sharia knowledge.

d- A member of the Sharia Committee shall not
be a member of more than five (5) Sharia
Committees in other Financial Companies. e-
The Sharia Committee members shall keep
confidential all data and information they
obtained during their work as members of the
Sharia Committee.

e- The Board of Directors depends on the
Committee regarding issuance of Sharia
resolutions and opinion on the Company
activities and the Committee shall be
responsible regarding such resolutions and
opinion.

f- In performing their duties,
Committee members shall,

the Sharia

1- Shall meet every six months or whenever
there is a need to convey a meeting.

2- To issue their Sharia resolution at suitable
time to guarantee that the Company
business should not be affected by any
delayed processes.

3- To ensure that policies and procedures
issued by the Company are Sharia
compliant

4- To ensure that financing products are
Sharia compliant and the Committee shall
certify the product manual, templates,
contracts, agreements, and all other legal
documentation used for the operations.
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5- Todirectly report and inform the Board if
the Committee have evidence that the
Company performed any financing
against or not compliant with Sharia
principles.

6- Annually report to the Board on Sharia
compliant of the Company activities.

7- To report to the Central Bank on cases
that are not Sharia compliant and no
proper corrective action or treatment has
been taken by the Company.

5- Strategy and Planning:

The Strategy formation process encompasses defining
strategic objectives of the Company and what it aims
to achieve in the short and long term. It also includes
setting up of measurable goals and business targets
with continuous follow up. The strategy spans over a
five-year cycle and is reviewed by the Board in the
light of changing environments and business
assumptions. Strategy can and often does determine
the success or failure of a business.

A- Process:
The strategy of the Company is broken up in key
businesses. Business units are required to present their
initial thoughts on proposed strategic initiatives.
Initials discussions are conducted with the CEO on a
one-to-one basis.
The business units assess evolving patterns and
industry trends, both at the local and regional levels.
This leads to a benchmarking exercise upon which to
build targets and key success factors. Likely future
outlook of demand drivers and growth factors are
considered. General discussions are then held across
Departments to bring individual initiatives onto a
holistic platform. Particular attention is given to
synergies between different levels of business.
The process of strategy setting will encourage lateral
thinking. Mergers, acquisitions, changing / increasing
the scope of activities, setting up new lines of business
or new affiliates / subsidiaries will all be considered.
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The whole process leads to a business place document
drafted under the supervision of the CEO and
presented to the Executive Committee for detailed
discussion and to the Board for final approval.

B- Targets:

The business plan establishes a clear mission and
vision for the Company in a five-year horizon. These
translate into a variety of objectives and targets. The
targets can be qualitative (e.g., becoming a quality
regional mortgage finance company) or quantitative.
Quantitative targets would remain high-level ones and
may be absolute (e.g., return on equity, return on
assets, cross-sell ratio and cost income ratio or relative
(e.g., market share and Company ranking)

C- Follow-up:

Follow up on the implementation of the strategy and
achievement of business targets is carried out by the
CEO and the internal Company Departments assigned
with such tasks which includes review of financial
information and adherence to other strategic goals on
an on-going basis.

The Board and the Executive Committee are regularly
updated on progress of the strategy objectives and
takes actions as appropriate.

D- Duties of the Board:
The Board ensures that active and constructive
debates on strategy are held, considering critical
issues such as emerging customer preferences, Cyber
and technology risks and opportunities, quality issues
and new product and market opportunities.

The Board ensures that the strategy planning process
is sufficiently robust and considers a range of strategic
alternatives. It also evaluates past strategy success or
failure, and uses the lessons learned. The Board
reviews plans and processes for strategy
implementation and provides guidance to the
management of performance measurements, aligned
to value drivers.

6- Internal Control Framework:
Internal Control Framework is an integral part of
Corporate Governance. The Board of Directors is
ultimately responsible for maintaining a strong
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internal control structure in the Company and for
reviewing its effectiveness. Systems and procedures
have been designed for facilitating effective and
efficient operations, for safeguarding assets against
unauthorized use or disposition, for maintaining
proper accounting records, for the reliability of
financial information used within the business or for
publication, for compliance with applicable laws and
regulations and for monitoring internal policies with
respect to the conduct of business. Such systems are
designed to manage, rather than to eliminate, the risk
of failure to achieve business objectives and can only
provide reasonable and not absolute assurance against
material errors, losses or fraud.
The CEO and all senior management are responsible
for promoting high ethical and integrity standards, and
for sustaining a culture within the Company that
emphasizes and demonstrates to all levels of
employees the importance of internal controls. An
essential element of the Company’s internal control
system is to encourage the employees to communicate
non-compliance with the code of conduct, any policy
violations or other illegal actions that are noticed. To
supplement effective corporate governance, the
Company has a dynamic process for identifying,
evaluating and managing the significant risks faced by
the Company and for ensuring there are appropriate
controls in place to manage them. In this context, the
following describe the key components of internal
control structure.

A- Delegation of Authority:
Authority to manage the daily businesses of the
Company is delegated to the CEO and Senior Officers
within limits set by the Board of Directors. There are
Company-wide policies, procedures and manuals in
place covering financial controls, business processes,
information security, cyber security framework, credit
policy and compliance with regulatory and legislative
requirements. In addition, delegated limits apply to all
transactions and risk positions to ensure that
exposures are controlled. The accountabilities of key
managers are designed to ensure appropriate
segregation of duties

B- Risk Assessment and Management

Process
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The Board ensures that risk management organization
covers all risks categories (credit, market and
operations) in its risk architecture to identify risk and
measure its potential impact. In addition, the process
effectively aligns the strategy, business objectives risk
and controls. System and procedures are in place to
identify, control and report on the major risks
including credit, changes in the market process of
financial instruments, liquidity, operational errors and
fraud.

Exposure to these risks throughout the Company is
monitored by each of the risk management committee,
the asset and liability committee (ALCO) and the
Credit & Risk Management Committee. The
Executive Committee shall be updated on these
exposures on a monthly basis. Risk assessment is
considered with the budget and business planning
exercise, which is reviewed and approved by the
Board of Directors. The Board ensures that
management maintains a risk awareness and
management culture.
C- Controls over Accounting, Financial
and Information Reporting:

The Company has reliable accounting and information
systems in place that cover all its significant activities.
These systems identify, analyze, classify, record and
report the transactions and generate information in a
reliable, timely, accessible and consistent format. The
Company’s information channels aim at effective
communication to ensure that all staff fully understand
and adhere to policies and procedures affecting their
duties and responsibilities and that all the relevant
information has reached employees in a timely
manner.

The Company ensures availability of adequate and
comprehensive internal, financial, and operational and
compliance data, as well as external market
information about events and conditions that are
relevant to decision making. The Company’s systems,
including those that hold and use data in an electronic
form are secure, monitored independently and
supported by adequate contingency arrangements.

There is a system of financial reporting to the Board
of Directors based on an annual plan, with reports of
actual results, analysis of variances from plan, review
of key performance indicators, and regular updates to

Jhlaall 3 )a) daghiia (i Gf 31 ulaa ey
@ (Sblaally Ggudly Glaidl) Jhalial) @l aiea
oy el yaatl Ly Galdl) i) Ja
gAYl Al bl ) Alayy | Jaiaal) b
Jand) Cilaai plalia g A Suy) daglga Ao Jany
yaadl Cilpljaly alhl dag Jud (S by gall
Gl B Lay e E3LY 5 Wil pa g dpmani ) lalial)
Lllall il g o) ddae A il il g laiiy)
Juiay) g dabadal) eUadl) g Al gaud)

sladl paan A hbldall o3¢l (a pill 48| e A
Aaly Jhlaall 3y ddad e JS Jf (e Asydl
i) 50 Aaly (ALCO) asadlly Jsa¥)
il i) oh Capaady 0,450 Al 4 gl g, Hhliall g
Sl anls b B ATy g e ulaad Ao Al
i g-du ‘dw‘ib ) jpall Jnhads dles (DA (1
Craday 3 ) Gulaa JB (e gl 488 gal) g Lginal 0
SRl ool e Jadlas 5 Iy o B (ulaa
_SJ\A\J\ a&m‘g

dpulaal) Ao 4gd )l ) gulal) -
dila glaal) g Audlall o WS 4

ukﬁ 3\3333.4 QLAJ&.AJ ;\.u.nla.a FINY ;\SJMJ‘ Sliad

yaady AaBR oda agti Aalgd Wb apen
s gy Le-‘e.mw %Mu [PAECSY ‘-'Ma-d‘
gl Ay A Bfige Gaudl Claglall @) Adul g
s M Buday Al Jpasll (Sary quulal)
Juadl) Sual i) A1 AS pally Aalddl cila plaal) ol g8
Clalpally Jalsl) ageal 53 5 (il gall gan agd Glaal
Olg pgilal glpa g agilaal g Ao 355 Al cie) Yl
2 Cpibigall ) cila g 38 Alal) @il cilagleall gran
lial) gl
Aladiy Al Agldly clily 8168 AS,Al Gl
Aol Claglra ) ALYy dlaldg 4818 ) 5l g
oSl Alal) @l cagplal g Eulaall Jea dua LAl
)l Ald B Lay (s pd) dadail el ) A JAS) ¢y
Al (Hg ALl g8 (B geadiady by Jadiag
sk Gl dageey Sl JSdy 4d) ey
AS 4 ) paiaal g
oudaa (M) B (3aok o8 (Aladl §3L3 Al 2a g
@Lﬂ\cp J..Umé.d ¢ QJJMK.ESL,J: ;UQSJ\J‘g‘
@l pliiga Azl oy Adadd) (e (39 AN Jilady cdgadl)

34| Page

V-01 — Approved by the BOD on 27th October 2014

2- V-02- Recommended by the ExCom on 26th Sept 2021
3- V-02 - Approved by the BOD on 28th September 2021



JSLuall Jigail &3agewll
SAUDI HOME LOANS

forecasts. Comprehensive budgeting process is in
place with annual financial budgets prepared and
approved by the Board of Directors. Actual results are
monitored and there is regular consideration by the
Board of Directors of progress compared with budgets
and forecasts.

D- Operational Controls:

The Company continually evaluates and monitors the
risks affecting the achievement of its objectives. In
this regard, the Board has formed a dedicated Credit
& Risk Management Committee to ensure that the
Company has an effective risk management
framework for the identification, measurement,
monitoring and control of the various risks to which
the Company is exposed i.e., credit, market, liquidity
and operational. The Committee oversees the
development of a risk strategy for the Company and
requires the management to ensure that the staff
involved in risk management possess sound expertise
and knowledge

Assessment of all material risks is an integral part of
the strategic planning process and is duly considered
within the budget and business planning tasks. The
risk identification and assessments are embedded at
the level of business and support functions. At the time
of development of any new product or entering into a
new business/market, an objective and detailed
assessment of all potential risks is undertaken with the
intent to ensure that exposures are maintained at
prudent levels.

Regular independent checks are made on operating
performance in each of the key business areas and
customer service to ensure that control procedures are
being observed. The Credit & Risk Management
Committee meets regularly under the delegated
authority of the Board. The Committee ensures that
the Company’s risk management framework is
effective, and that a sound system
E- Internal Audit:

The Internal Audit Dept. assesses and monitors the
implementation of the internal control system and
verifies that the Company and its employees comply
with applicable laws and regulations, in addition to
Company’s policies and procedures.

.
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The function conducts regular audits of business and
support areas in accordance with a risk-based audit
methodology and monitors compliance  with
Company’s policies and procedures for effectiveness
of internal controls. Internal Audit pays particular
attention to the integrity of the financial accounting
procedures. Audit findings are sent to the executive
management for corrective actions and to the Board
and the Audit Committee.

The Internal Audit Department shall prepare and
submit a written report on its activities at least
quarterly to the Audit Committee. Such report shall
include an assessment of the Company's internal
control system and the final opinion and
recommendations of the Dept. the report shall also
specify the procedures taken by each Department for
addressing the findings and recommendations from
the previous Audit, and any remarks thereon,
particularly failures to promptly address such findings
and recommendations and the reasons for such failure.
The Internal Audit Department shall prepare a general
written report to be submitted to the Audit Committee
on the Audit activities it carried during the fiscal year
compared to the approved plan. Such report shall
explain the reasons for any deviation from the plan, if
any, during the quarter following the end of the
relevant financial year. The report shall include the
following in particular:

a) procedures for monitoring and overseeing the
financial affairs, investments and risk
management;

b) assessing the development of risk factors
threatening the Company and the existing
systems, in order to confront radical or
unexpected changes in the Exchange;

c) anassessment of the performance of the Board
and the Senior Management with respect to the
implementation of internal control systems,
including specifying the number of times the
Board has been informed of control issues
(including risk management) and a description
of the method followed to address such issues;

d) failures or weaknesses in the implementation
of internal control, or emergency situations that
have affected or may affect the Company's
financial performance, and the measures taken
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by the Company to address such failures
(particularly the issues disclosed in the
Company's Annual Reports and its financial
statements);

e) the extent to which the Company has complied
with the internal controls when determining
and managing risks;

f) information describing the Company's risk
management operations.

F- Compliance:

Compliance is the milestone of the Company’s
corporate culture and, at the same time, an integral
part of all business processes. It is directly linked to
an uncompromising commitment to adhere to all
applicable laws, rules and regulations.

Board and executive management emphasize the need
for high ethical standards by empowering the
Compliance Function, ensuring that it is both
independent and sufficiently resourced. Compliance
provides training, advice and support to the business.
It is complemented by a robust monitoring program
and has a regular reporting cycle to the Audit
Committee. For achieving the utmost high standards
of Compliance, the Company and staff shall:

i- Aspire to the highest standards of ethical
conduct and maintain compliance with laws,
rules and regulations that govern the Company.

ii- Enforce and adhere to the Company’s code of
conduct and ethics and compliance procedures.

iii-Taking seriously their obligations to combat
money laundering and terrorist financing. The
Company uses systems to monitor sanction lists
of individuals and organizations and takes
appropriate measures in accordance with
regulatory obligations. When required, the
Company reports suspicious activities to the
relevant authorities. The Company is committed
to continuously enhance its capabilities in this
area and provides its staff with extensive
training and awareness sessions.
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G- Code of Conduct:

The Company issued a comprehensive code of
conduct and ethics, which shall be part of HR Policies.
On joining the Company, all staff are provided with a
copy of the Code, and required to sign confirming that
they are fully aware of their obligations under the
Code and will comply with it. The CEO ensures the
Board of Directors that it has established through word
and action the desired value-based culture and
reinforces appropriate behavior through effective
awareness programs.

H- Speak Up (whistle-blowing)
Policy:

Company’s employees are encouraged to report if
they detect possible unethical or illegal conduct. In
this regard, the Company has in place a policy to
encourage whistle-blowing, which is the act of
reporting when an employee witnesses or is aware of
any form of wrongdoing, illegal activity or unethical
behavior, even when a senior manager or colleague is
involved; such reports to be submitted to the Audit
Committee through the Compliance Dept.

The Company has is in place a number of channels,
including a "whistle-blowing phone line", through
which employees and any stakeholder can raise
concerns. No officer, employee, or agent of the
Company may terminate, demote, suspend, threaten,
harass, or in any other manner discriminate against a
whistle-blowing employee who has raised a concern
in good faith. To the extent appropriate and permitted
by law, the Company will keep the identity of any
whistle-blower confidential.

7- Disclosure and transparency:
The management gives communication with
shareholders a high priority. Extensive information
about Company’s activities is provided in the annual
report and account and in the interim reports.

Without prejudice to the Rules on the Offer of Securities
and Continuing Obligations, the Board shall set forth in
writing the policies, procedures and supervisory rules
related to disclosure pursuant to the disclosure
requirements provided for in the Companies Law,
Central Bank Regulations, and the Capital Market Law,

sl & laad) e g8 4 gaa -z
Aol dsiga LA g & gl 45 gaa AS i) & yaial
lsall b e lsda QeS8 O @ Al
& 293l AS A ) alaady) die 4 )
Ll i gilly ¢ gallday g 45 gaal) (ha Adaay (il gal)
45 gaal) gy agelal il Al 4y o s *1 i
Ol (oA (st ) Gpanday gt G ptiay g g
JEH) Jadlly JeB JMA cpe L) a8 adi 3 lay)
ilial) & glad) aag B s el Aalll o Al
Adladl) 4o g1l el A e

£ dlany ddlaiall dbped) -

(g [ iiall)

1A 1Y) B Ao A dl Alge madi aly
1 A e Al e o AT 8 el
08 £ maddl dubw A Al Caay duall
S il gall 3y Ladie Jadlly £3LY) ga 9 clAlla)
P BCAL] Ji Gl s G J8& g\ gy
O Ladie a ( BYAY) pe el gl A gl
Jiag ¢ 31 138 Jia (B &l jidia Jpa ) S e Al
Oa Aan) yal) diad 1) Lgagal a1y AT 238
_?UA-N‘ bJ\.\! JJA
caila " Alld B Lay ol i) (e dae AS AN A
‘_519 (il gall (Say Ay MClAlEL e £34Y)
Y S ¥ alaiay) U0 ADA (e dalas ala
Rl gl plgd) A pall JS g ol ciliga g Jgigena
A &b gl o) Al o) wags ol Galad
Oy GlilA (e folally al8 Cilhiga ada Gl
QA G gay 4y £ gamall y uaiiall aal) ) A
Lokl alB e 4y 0a A o AS ) Billadia ¢

AAa  rlaly) by g2 -7

Alle glol Craalall aa Jual gl B IaY) dans
o A Al Al Jea Adald claglia g

A ) B By cilball g (g giead) sy i
Ll Gl zob el DAY s aa
iy O padaall Ao g B el cilal JiN
LB seigllly el aYly clubwd) 4l
B gaiall rladyl clilial W8 5 FLadyl ddlid)
pliiy (g 38 yall elinl) il ol g il Had) ol b Lgle

38| Page

V-01 — Approved by the BOD on 27th October 2014

2- V-02- Recommended by the ExCom on 26th Sept 2021
3- V-02 - Approved by the BOD on 28th September 2021



JSLuall Jigail &3agewll
SAUDI HOME LOANS

as the case may be, and their implementing regulations,
taking into consideration the following:

i- company policies shall include proper
disclosure methods that enable the shareholders
and other Stakeholders to access the financial
and non-financial information pertaining to the
Company’s performance and information in
respect of ownership of shares, and to obtain a
comprehensive view of the Company’s position;

ii- disclosure to shareholders and investors shall
be made without discrimination in a clear,
correct and non-misleading fashion, and in a
timely, regular and accurate manner in order
to enable shareholders and other Stakeholders
to exercise their rights to the fullest extent;

iii- the Company’s website shall include all
information required to be disclosed and any
details or other information that may be
published through other disclosure methods;

iv- reporting rules shall be established and shall
describe the information required to be
disclosed and the method of its classification in
terms of its nature, and the frequency of its
disclosure; and the disclosure policies shall be
reviewed periodically and their compliance with
the best practices and the provisions of the
Capital Market Law and its implementing rules
shall be verified.

v- the disclosure policies shall be reviewed
periodically and their compliance with the best
practices and the provisions of the Capital
Market Law and its implementing rules shall be
verified.

A- Public Disclosure:

SHL have in place a communication policies and
processes. The purpose of the Communication Policy
(Policy) is to provide Saudi Home Loans Company
(SHL) with a clear framework of rules within which
communication activities (methods and media), are
undertaken including the release of confidential or
sensitive information about the company to the general
public, media, customers and other stakeholders

The Policy also seeks to ensure that external and internal
communication by SHL is undertaken in accordance
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with business objectives of SHL, SHL Board of
Director’s directives and the legal and regulatory
environment. The Policy laid down the best practice for
a designated skilled spokesperson for speaking on behalf
of the institution or sharing information externally
through advertisements and press notifications. The
Board also ensures that institutional communications
move through designated channels.

B- Shareholders Rights:

Enquiries from individual investors/shareholders on
matters relating to their shareholdings, dividends and the
Company’s business are handled in a timely manner by
the assigned employee. All shareholders are encouraged
to attend the Annual General Meetings, discuss the
progress of the Company, meet and query the Board of
Directors and external Auditors.

C- Customers & Stakeholders:

Stakeholders are defined as individuals who have an
interest in the company such as shareholders, customers,
staff, suppliers and the community. It is the Company’s
policy to ensure that their interests are adequately
protected. This is addressed through a number of policies
and procedures aimed at ensuring adherence to best
practice and relevant regulations. The Company has a
Board approved Customers Care & Complaints Policy.

D- Board of Directors Report:

The Board’s report shall include the Board's operations
during the last fiscal year and all factors that affect the
company's businesses and report shall include all the
information and details as required by the Principles of
Corporate Governance for Finance Companies issued
from the Central Bank and the Corporate Governance
Policy issued from the CMA. The Board shall regulate
the disclosures of each of its members and the members
of the Executive Management, observing the following:

i- maintaining a register for the disclosures of the
Board members and the Executive Management
and updating it regularly based on disclosures
required as per the Companies Law, the Capital
Market Law and their implementing regulations;
and,

ii- making such register available for review by the
Company's shareholders free of charge.
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iii-disclose the remuneration policy and the method by
which remunerations of the Board and executive
management are determined;

iv-provide an accurate, transparent and detailed
disclosure in the Board report on the
remunerations granted to the Board members and
Executive Management, directly or indirectly,
without any omission or misleading information,
and whether these were in cash or other benefits
of any nature. In case they were shares of the
Company, the value of the shares is the market
value on the due date;

E- Related Party Transactions:
Related Party Transactions are strictly governed by
limits set by the Implementing Regulation of Finance
Companies Control law, and by the Companies Act.
by the Related Parties transaction are also governed by
Company’s internal rules and policies and shall be
executed as per the laws and regulation governing the
Company.

Extensive disclosure of transactions with Related
Parties covering the balances classified under main
asset and liability components, non-cash transactions,
commitments and contingencies. Income and
expenses pertaining to transactions with related
parties are also disclosed in the Company’s financial
statements.

All Related Parties Transactions disclosed in the
Annual Financial Statements should be presented to
General Meetings along with external Auditors report.

The annual disclosure includes details of compensation
paid to key management personnel broken down by
short-term and post-employment benefits.

Company dealings with related parties are conducted
at arms-length in accordance with relevant Regulatory
requirements. Adequate records are maintained in
support of required Related Parties disclosure.
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F- Conflict of Interests:

A conflict of interest may arise when a Director, a
Senior Executive or a shareholder is able to influence
an action or a decision by the Company, with the
intention of deriving, directly or indirectly, personal
benefit or a benefit for an entity with whom they are
associated. Conflicts that are not avoided can cause
financial and/or reputational damage to the Company.
Any member of the Board of Directors having a
personal interest, direct or indirect, in any matter or
proposal presented to the Board or the Executive
Committee must inform the Board or the Committee
with nature of its interest in the matter presented and
shall, without being excluded from the Quorum
necessary for validity of the meeting, refrain from
participating in deliberations or voting in the Board or
the Executive Committee as regards the matter or the
proposal.

The Chairman of the Board of Directors shall notify
the General Meeting, when convened, of the activities
and contracts in respect of which a Board member
may have a personal interest and shall attach to such
notification a special report prepared by the
company’s External Auditor.

Senior Executives faced with potential conflict of
interest issues shall report the matter to the
Compliance Officer to seek guidance. Any
Compliance breaches or unresolved conflict of
interest shall result in referral for disciplinary action.

A Board member shall not, without a prior authorization
of the General Meeting, to be renewed annually,
participate in any activity which may likely compete
with the activities of the company, or trade in any branch
of the activities carried out by the company.

The Board shall develop an explicit and written policy
to deal with actual and potential conflicts of interest
situations which may affect the performance of Board
members, the Executive Management or any other
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employees of the Company when dealing with the dalaall cilaual gl AS pdld) a Jaladl) die 48 il
Company or other Stakeholders. This policy shall - Y e - Al oda Cpauali O a0 AY)
include -at least - the following: (e L
i- informing  Board  members,  Substantial Osadluall g 3lY1 Gadae slmel ¢34 (1)
Shareholders, Senior Executives and other wibige ¢ .. ) LS (il
employees of the Company of the importance of FI850 08 PR S R OBy O
avoiding situations that may lead to a conflict Y g2 B Al ol gall Cuiad dpealy 4S 40
between their interests and the interests of the A< il CJL““ P ?Pj\_.aa O okl
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with the provisions of the Companies Law and Its o= e J pEm s
Implementing Regulations. Apal) a5ty
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ii- providing examples of conflicts of interest
situations that are relevant to the nature of the
Company’s activity.
iii-clear procedures for disclosing conflicts of mhaall pajlad oo adsll daua) g Gig) o)l (<)
interest in the activities that may lead to such ol oda (e ) ga 38 A Al b
conflicts and obtaining authorization or the “ sas 0T T agr Y
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requisite approval. T s ) o) = d 9
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that may lead to conflicts of interest or upon the 138 Jia dgaa aic of rllaadl G e ) 535
occurrence of such conflicts. L tal)
v- the obligation to abstain from voting or taking s AS L) g Cy puatlll e gLVl o) 3N (7)
part in decision making when there are conflicts uﬁ Qubl dlia (8 s Al ala
of interest. T ) rllaall
vi-clear procedures when the Company contracts ‘_,A Jsdall ol AS pid) aBlad Mie Aol g gl ) ()
gl Aol gl i B o U (addl)

or enters into a transaction with a Related Party.
A person who desires to nominate himself for

the membership of the Board shall disclose to
the Board or the General Meeting any cases of
conflicts of interest, including:

a- having direct or indirect interest in the
contracts and businesses entered into for the
benefit of the Company in which he/she
desires to be nominated to the Board.

b- engaging in business that may compete with
the Company or any of its activities.
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