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Saudi Arabian Monetary Agency (“SAMA”) (Asaizall) (s asmaal) apal) S8 Lscipa

Insurance Corporate Governance Regulation

(“This Regulation”)

Part 1: Introduction

This Regulation enumerates SAMA’s
corporate governance requirements that
must be met by insurance and/or
reinsurance companies.
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The objective of This Regulation is to set il Qe Hplee alag) ) A4S e aag WY
high standards of corporate governance Adsall cloylaal) Jumdl 385 Cpaalil) (Bgne 8 S
within  the insurance industry in )

accordance with the recognized best lggle el
international practices.

SAMA may, at any time, require any of Ol iS5 e s Al iy b sl 3ay LT

the insurance service providers to comply
with some or all of the requirements of
this Regulation.

This Regulation shall be read in
conjunction with the following:

a) The Law on Supervision of
Cooperative Insurance Companies
promulgated by Royal Decree M/32
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dated 2/6/1424 H and its Anl) s,
Implementing Regulations
b) The Companies Law @l il alas (@

c) The Corporate Governance
Regulations in the Kingdom of Saudi
Arabia and the Listing Rules, issued
by the Board of the Capital Market
Authority (CMA)
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d) The Insurance Market Code of
Conduct  Regulation, the Risk
Management Regulation, the Anti-
fraud Regulation, the Anti-money
Laundering and Combating Terrorism
Financing Rules, the Regulation of
Reinsurance Activities, the Insurance
Intermediaries Regulation, the Online
Insurance Activities Regulation, the

Investment Regulation the
Outsourcing Regulation, the
Insurance Audit Committee

Regulation, the Actuarial Work
Regulation  for  Insurance and
Reinsurance Companies, the
Requirements for Appointments to
Senior Positions in Financial
Institutions Supervised by the Saudi
Arabian Monetary Agency, and any
other regulations and relevant
directives  and circulars  and
resolutions issued by SAMA

5. This regulation has been issued in both

Arabic and English. In the event of
discrepancy in the interpretation of the
two texts, the Arabic text prevails.

Definitions

6. Without prejudice to the provisions of

article (1) of the Implementing
Regulations of the Law on Supervision of
Cooperative Insurance Companies issued
by decision of H.E. the Minister of
Finance No. 1/596 dated 01/03/1425H,
the following terms and expressions
wherever mentioned in this Regulation
shall have the meanings shown assigned
thereto wunless the context requires
otherwise:

SAMA: the Saudi Arabian Monetary
Agency (SAMA).
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Board of Directors (the Board):
Company’s Board of Directors as
accepted by the laws in the Kingdom of
Saudi Arabia.

Chairman of the Board (Chairman): a
Non-executive Board Member elected by
the Board to preside over its meetings
and organize its activities.

Chief Executive Officer (CEO): the officer
with highest rank in the senior executive
management of the Company, who is in
charge of its daily management,
regardless of the title of his or her
position.

Company (Companies): the insurance
and/or reinsurance company licensed by
SAMA under the Law of Supervision of
Cooperative Insurance companies and its
Implementing Regulations (or the
insurance service provider required by
SAMA to comply with some or all of the
requirements of this Regulation based on
Article (3) of this Regulation).

Related Company: a company (or one of
several companies that SAMA may
consider to be acting in concert) holding
a shareholding of 5% or more of the
equity of the Company, or a company in
which the Company (either alone or with
other companies that SAMA may
consider to be acting in concert) holds a
shareholding of 5% or more.

Related Persons: close family members
of parents, spouse, descendants; any
person with a business relationship that
might influence the decision making
process; and any establishment in which
any member of the Board of Directors
has more than 5% interest.
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Significant Shareholders: natural or legal
persons that, directly or indirectly, alone
or in association, controls 5% or more of
the Company’s shareholding.

Executive Board Member: a member of
the Board of Directors who is also a
member of the executive management of
the company and participates in the daily
affairs of the company and earns a
monthly salary in return thereof.

Non-executive Board Member: a
member of the Board who provides
opinions and technical advice and is not
involved in any way in the management
of the company and does not receive a
monthly or an annual salary.

Independent Board Member: a member
of the Board who enjoys complete
independence. This means that the
member is fully independent from
management and the company.
Independence is the ability to judge
things after taking into account all
relevant information without undue
influence from management or from
other external entities.

Independence cannot be attained by a
Board member in the following
situations, including but not limited to:

a) Being a Significant Shareholder in the
Company, or in a Related Company,
working for or representing a
Significant Shareholder

b) Being a member of the Board in a
Related Company or one of its
subsidiaries, or having been one
during the past two years
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Being a member of the Board of the
Company for more than nine years

Holding a Senior Management
position in the Company, or in a
Related Company, or having held one
during the past two years

Being an employee with the
Company, with a Related Company,
or with a company that provides
services to the Company (e.g.,
external auditors, consulting firms,
etc.) or having worked with any one
of the above during the past two (2)
years

Being a Related Person of a member
of the Board or Senior Management
of the Company or of a Related
Company

Having a contractual or business
relationship with the Company
(either directly or through an entity
in which he or she is a Significant
Shareholder, a Board member, or a
manager) which resulted in paying
to, or receiving from, the Company
the equivalent of two hundred and
fifty thousand (250,000) Saudi riyal
or more (other than his or her
remuneration as a director of the
Board and amounts related to
insurance contracts) during the past
two (2) years

Being under any financial obligation
towards the Company or any
members of its Board or Senior
Management that might limit the
exercise of independence in
judgment and decision making
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Senior Management (Management): the
Managing Director, Chief Executive
Officer, General Manager, their deputies,
Chief Financial Officer, Managers of key
departments, officers of risk
management, internal audit, and
compliance  functions, and similar
positions in the Financial Institution, in
addition to incumbents of any other
positions determined by SAMA.

Senior Positions: Members of the board
and senior management.

Stakeholders: the persons or parties who
have an interest in the company,
including shareholders, policyholders,
claimants, employees, reinsurers,
regulatory and supervisory bodies.

The rest of the words and statements
used in this Regulation shall have the
same meaning as per Article (1) of the
Implementing Regulations of the Law on
Supervision of Cooperative Insurance
Companies unless the context requires
otherwise.

Compliance Measures

Companies must establish appropriate
internal controls and procedures to
ensure and monitor compliance with this
Regulation and any related laws and
regulations. In case the company
contracts with other parties, it must
ensure the compliance of all contracted
parties with the provisions of this
Regulation and any related laws and
regulations.
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Companies must maintain adequate
records to demonstrate compliance with
this Regulation and with any related laws
and regulations, including but not limited
to the Company’s code of corporate
governance, remuneration policy, code of
ethics, disclosure policies and
procedures, terms of reference for the
Board and its committees, organizational
charts, charters of control functions,
detailed job descriptions of managers,
minutes of the meeting of the Board of
Directors and its committees, minutes of
the general assembly meetings, and
internal and external Board

communications.

Non-Compliance

9.

10

Non-compliance with the requirements
set forth in this Regulation will be
deemed a breach of the Law on
Supervision of Cooperative Insurance
Companies and its Implementing
Regulations and the licensing conditions
and may expose violating Companies to

enforcement actions.

Part 2: General Provisions

The Company’s Board must put in place
and develop a code of corporate
governance in accordance with this
Regulation, and make it available to the
Company’s shareholders within three
hundred and sixty (360) calendar days
from the issuance date of this Regulation
for licensed companies, and from the
date of issuing the license for other
companies. The Board must present the
code to the General Assembly for

Lol il A4S Doy GlGE dadias of
Iy 8 Loy Bl il ey Akl Ty AU o3¢y
Laldl) A€l 2 peanll ¥ JGd) Juw e
el 3adVs cciliayseilly ISl Ay (A,
Glebaly Sl AGHAL el Jgall @bl
Olallly 3IY1 Gualaal drayall Ty ydlly o Ladly)
iy (o JS Blaey cApeplanill JSLlly cal Al
malaay cOppaall Jlaidl il Caaslly (GALiE)
ealaas el Zalill olallly 3aY) Gulae ilelial
Ll bbby deldl deal clelas)

SY) udaal Ll

SR

?j}ﬂ‘i\ pie

allatl allae AU oda culillia AN ade a2}
Loy dpdanil) aiadNy glaill cualill S5 Al

Apallail) b gaall SN ajayy pand il

Lale alsal : G g5l

Qlals AaY jekiy aumg AAl B Gudas e
Cany 12D oda llliia we dBilgie (58 AaSpall
Lasii Lagy (F710) DA 48,800 aalusal dalia (45
GlGED Ll LD ol sl sl e
QA Lwdlly gl A ey Aaadal)
g Al Lmanll o e sy oaY)
Lwsall a3 by Lol plaal Jif 8 laolaey
(YY) DA 2,800 Lalall e sall 4a5Y G ddy



11.

12.

approval in the first meeting thereafter,
and submit a copy thereof to SAMA
within twenty one (21) working days
from the date of its approval by the
General Assembly. In addition, the Board
must review the Company’s code of
corporate governance at least on an
annual basis and recommend any
necessary amendments to the General
Assembly. All amendments must be
submitted to SAMA within twenty one
(21) working days from the date of the
amendment.

The Company must put in place a
remuneration and compensation policy in
accordance with this Regulation, duly
approved by its Board of Directors, and
submit a copy of the policy to SAMA
within one hundred and eighty (180)
calendar days from the date of issuance
of this Regulation for licensed companies,
and from the date of issuance of license
In addition, the
the Company’s

for other companies.
Board must review
remuneration policy and consider any
necessary amendments on an annual
basis, as a minimum. All subsequent
amendments thereon must be submitted
to SAMA within twenty one (21) working

days from the date of the amendment.

The Company must put in place a code of
ethics after duly approved by its Board of
Directors, to ensure that the Company’s
activities are conducted in a fair and
ethical manner. The code of ethics shall
at least address the following:

a) Conflict of interest
b) Integrity and honesty

¢) Compliance with applicable laws and
regulations

10
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13.

d) Confidentiality of information
e) Fair dealing

f) Protection of Company’s assets
g) Guidelines for ethical behavior

h) Mechanism for reporting illegal or
unethical behavior (i.e.,, whistle
blowing)

The Company shall provide SAMA with a
copy of the organizational structure
approved by the Board, and any updates
on it thereafter, within twenty one (21)
working days from the date it is approved
by the Board.

Accountability

14.

15.

The governance structure of the
Company should

accountability of the Senior Management

reflect the

to the Board and the accountability of
the Board to the shareholders and other
Stakeholders, through relevant internal
systems and policies.

The Board of Directors is ultimately
accountable and responsible for the
performance,
compliance of the Company. Delegating
authority to Board committees or Senior

conduct, and regulatory

Management shall not absolve the Board
of its responsibilities. Furthermore, the
Board is responsible for the performance
of third parties engaged to perform jobs
or manage functions.

11
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Disclosure and Transparency

16.

17.

18.

19.

The Board shall lay down written formal
policies and procedures for disclosure,
specifying, at minimum, the types of
information to be disclosed, means and
frequency of disclosing information, and
to ensure the quality,
adequacy, and timeliness of disclosure, in

the process

accordance with the requirements of
applicable laws and regulations.

The Board is responsible for ensuring an
appropriate level of transparency and
disclosure of

timely and adequate

material events
Company’s

performance,

relating to the
financial  situation and
risk exposures and risk

management, and corporate governance.

The Company shall ensure that the
disclosed information is comprehensive,
meaningful, relevant, timely, consistent,
reliable, and accessible by public without
undue expense or delay.

The Board shall provide the general

assembly with a report containing
comprehensive and objective assessment
of the
performance, at least on an annual basis,

including but not limited to the following:

Company’s situation and

a) Analytical review of the Company’s
financial performance during the last
period

b) Key decisions made and their impact
on the Company’s performance and
position

c) Assessment of the Company’s
strategy and financial position

12
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20.

d) Names of any joint stock
company(ies) in which a member of
the Company's Board is a board
member

e) Any punishment, preventive
restriction or penalty imposed on the
company by any judiciary,
supervisory or regulatory body

f) Any punishment, preventive
restriction or penalty imposed on
any board member by any judiciary,
supervisory or regulatory body if it is
related to the company

a) Assessment of potential risks and
how such risks are being managed

b) Projections of future performance

In addition to any other applicable
disclosure requirements by SAMA or
other regulatory bodies, the Company’s
annual report shall include the following
information (regardless of order):

i) For the Board: functions,
composition, names of the chairman
and vice-chairman, dates of current
term start and end, number of Non-
executive Independent Board
Members, number of meetings held
during the period, date and
attendance of each meeting, and
details of remuneration for each of
the Board members

j) For each Board member: name,
classification (Executive, Non-
Executive, or Independent), other

companies in which he or she acts as
a Board member, represented entity
(if applicable), other positions held
within the Company (if applicable)

13
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k)

m)

o)

For each Board committee: name of
the committee, its functions, its

members (classified as Chairman,
Executive Board Member, Non-
executive Non-independent Board

Member, Non-executive Independent
Board member, or non-Board
member), number of meetings held
during the period, date and
attendance of each  meeting,
members’ remuneration for serving in
the committee

Profiles of members of senior
management (including name,
position, qualifications, and

experience of each senior manager)

Total compensation and
remuneration paid to the Board
members, five highest-paid members
of Senior Management (the executive
chairman and the financial director if
they are among those highest paid
members) during the period (divided
into salaries, allowances, bonuses,
and any other components), in
addition to a description of any
performance-linked incentives
available for members of Senior
Management

Ownership in the Company (direct
and indirect) by Board members and
members of Senior Management, and
any changes of their ownership over
the last year as listed in the approved
shareholders' register.

Descriptions of transactions with any
related-parties, including Significant
Shareholders and members of the
Board and Senior Management, that
took place during the period, and
how such transactions are or were
approved

Any potential cases of conflict of
interest and how they were
addressed
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21.

22.

g) Names of all Significant Shareholders
and their ownership in the Company

r) Results of the annual audit of the
effectiveness and efficiency of the
internal control system of the
Company

s) Statement on the Company’s
compliance with the requirements of
this Regulation and with the
Company’s code of corporate
governance, along with the
justification for any instances of non-
compliance

The Company shall make available to its
shareholders, and on the internet, its
code of corporate governance and annual
reports.

The Company shall not announce any
anticipated actions that require SAMA’s
prior approval or non-objection, before
obtaining the actual approval or non-
objection, taking in  consideration all
related laws and regulations.

Fitness and Propriety

23.

Board
Management

Members of the Board,

committees, and Senior
shall be trustworthy and shall have the
integrity, competency, knowledge, and
experience to fulfill their respective roles
and shall

regulations, and rules issued by SAMA at

comply with all laws,

all times.
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24.

25.

26.

Significant Shareholders shall be of good

conduct and reputation, financially
sound, with no convictions related to
committing any action involving moral
dishonesty or contravention of laws in
the Kingdom of Saudi Arabia or any other

jurisdiction.

All appointments to senior positions
including as members of the Board of
Directors and its committees shall be
with  SAMA's
Appointments to

made in accordance
Requirements for
Financial

Senior  Positions in the

Institutions.

The nomination and remuneration policy
followed by the Company shall have
formal and rigorous standards and
procedures to continuously monitor and
assess the fitness and propriety of Board
Board

Senior

members, members of

committees, members  of
Management, in accordance with the
requirements of Article (23) of this
Regulation, and shall immediately notify
SAMA  of any

circumstances that may be relevant to

information or

assessment of fitness and propriety of
these persons within a maximum period
of (3) three business days from the day of
obtaining the information or from the
day of change occurrence.

Independence

27.

The governance structure of the

company shall support independent

decision making  throughout the
organization by, for example, establishing
clear separation of duties between the
Board and the Management, enhancing
the independence of control functions,
and controlling the risk of conflict of

interest.
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28.

The Board should leverage the services of
independent external parties to provide
assurance on the adequacy and
effectiveness of the governance structure
and processes of the Company ¢<and on
other technical areas, where the Board

might lack relevant expertise.

Conflict of Interest

29.

30.

The Company shall take reasonable
measures to identify cases of potential
conflict of interest and have clear written
procedures for dealing with those cases

in a fair and transparent manner.

Members of the Board and Senior
Management shall not have any interest,
directly or indirectly, in the Company’s
business and contracts, without a prior
authorization from the general assembly,
to be renewed each year. The activities to
be performed through general bidding,
where the member is the best bidder,
shall constitute an exception to this rule,
SAMA’s
Members of the Board and Senior

subject to non-objection.
Management shall notify the Board of
any personal interest they may have in
the business and in contracts entered
into by the Company. The notification
shall be noted in the minutes of the
Board meeting. Board members with a
personal interest in specific Company’s
businesses or contracts shall not vote,
neither in the general assembly nor in the
Board meeting, on the resolution to be
adopted with regards to their personal
interests. The Chairman of the Board
shall notify the general assembly, when
convened, of the activities and contracts
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31.

32.

where a member of the Board and Senior
Management may have a personal
interest and their amounts, and shall
attach to such notification a special
report prepared by the Company’s
external auditors.

No member of the Board or Senior
Management shall,
authorization of the general assembly, to

without a prior

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.

Members of the Board and Senior
Management who own an interest in an
Insurance Service Provider (e.g. brokers,
agents, etc.) shall:

a) disclose to the Board their interest in
the insurance-related company, in
writing, at the earliest opportunity

b) never encourage or solicit dealings
with the company in which they hold
an interest

c) refrain from voting in decisions
related to dealings with the company
in which they hold an interest

Additionally, the Company shall notify
the general assembly, when convened, of
all businesses with any insurance-related
company in which a member of the
Board or Senior Management has an
attach to such
notification a special report prepared by
the company’s external auditors.

interest, and shall
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33.

The Chairman shall provide the general
assembly with details of insurance
contracts in which members of the Board
or Senior Management or their related
parties have an interest, including the
line of business, size, and associated

losses, if any.

Remuneration

34.

35.

36.

The Company’s articles of association
shall specify the remuneration for the
Chairman and Board members for their
services. Board members remuneration
can be modified only by the

extraordinary general assembly.

The Board shall
remuneration package for the Board,

propose  the

based on the recommendations of the
Nomination and Remuneration
Committee, in accordance with
applicable laws, regulations and rules and
with the conditions set by the general
assembly, subject to the approval by the

general assembly.

The Company shall ensure that all written
details of the proposed remuneration
and considerations are accessible to the
Shareholders prior to the general
assembly at which the remuneration and

considerations shall be put to voting.

The Company shall have a remuneration
of this
all levels and

policy, as per Article (11)
Regulation, covering
categories of employees, whether regular
or contractual. The remuneration policy

shall address the following at minimum:

a) Objectives of the compensation
scheme (with focus on promoting
effective risk management and
achieving financial soundness and
stability of the Company)
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37.

38.

b) Structure of the compensation system
(including key determinants of
compensation, alignment of
compensation with risk taking, etc.)

c¢) Determinants of the mix of
remuneration components (fixed and
variable components; cash and non-
cash benefits, etc.)

d) Linking
performance

compensation with

The Board shall be responsible to ensure
that the compensation level and
structure:

a) are fair

b) are aligned with the Company’s
objectives

c) encourage prudent behaviors and
does not induce taking high risk
transactions to achieve short-term
profits, and it complies with the
Company’s risk management policy
approved by the Board

d) do not cause any conflict of interest
that might negatively impact the
Company’s performance

e) achieve the interests of
policyholders, shareholders and the
Company’s long-term objectives

The Company shall have a performance
measurement system in place to evaluate
and measure the performance of its
levels, in an

employees at various

objective and formal manner. The
performance measurement of Senior
Management, in particular, shall be
based on the longer-term performance of
the Company, and not based on only one

year’s performance.
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39.

40.

41.

The nomination and remuneration
committee shall ensure that an annual
remuneration review (internally through
the internal audit function or externally
commissioned by a specialized firm) is
conducted independently of executive

management.

The remuneration structure of
employees working in control functions
(such as internal audit, and compliance)
shall be designed to ensure objectivity
and independence of these functions. In
this regard, it should be ensured that the
executive management of the company is
not intervening in the process of
performance measurement and
compensation determination of such

employees.

Members of the Board and Senior
Management (except sales managers)
shall not receive any commission or
rewards on sales-related activities (e.g.
production).
component of the compensation for
members of the Board and Senior
Management (except for sales managers)

Furthermore, no variable

shall be directly based on premium
volume.

Part 3: Specific Provisions

Section 1: Shareholders

42.

The Company shall provide shareholders
with comprehensive, adequate, accurate,
and timely information to enable them to
exercise their rights efficiently, and
shareholders

ensure that all receive

equitable treatment.
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43.

44,

45.

The company should enable shareholders
to be briefed on the minutes of the
General Assembly.

The Company shall take available

procedures to encourage

shareholders and

minority
non-institutional
shareholders to fulfill their roles as
shareholders of the Company.

Shareholders must be granted the

opportunity to communicate their
opinions and concerns to the Board and
Senior Management on a regular basis

(e.g. through the general assembly).

Section 2: Board of Directors

Chairman of the Board

46.

47.

48.

The Board must choose a Non-Executive
Director as Chairman of the Board, and
also the Board may select a non-
executive member as Vice-Chairman
(after obtaining "no-objection" from

SAMA).

The Board shall authorize the Chairman
to organize its activities and grant him or
her the necessary powers to discharge his
or her responsibilities.

The Company’s code of corporate
governance shall define the roles and

responsibilities of the Chairman.

In addition to any other regulatory or
supervisory requirements and to the
duties of Board members, the duties of
the Chairman shall include but not be
limited to the following:
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49.

50.

51.

52.

a) Organizing the Board's activities,
including setting the agenda for
Board meetings in consultation with
the CEO and other Board members,
presiding over Board meetings, and
overseeing the process of providing
the Board with information and
reports

b) Representing the Company before
judicial bodies and supervising the
relationships between the Board and
internal and external parties

c) Supporting the Board’s efforts in
promoting higher standards of
corporate governance and ensuring
compliance with applicable laws and
regulations at all times

The Chairman’s responsibilities shall not
overlap with those of the CEO. The
responsibilities of the Chairman of the
Board shall be restricted to his or her
supervisory role and shall not extend to
the executive responsibilities reserved for
the CEO.

It is prohibited to conjoin the position of
the Chairman of the Board with any other
executive position in the company, such
as the Chief Executive Officer (CEQO) or
the managing director or the general
manager.

The Chairman shall ensure that the Board
responsibly,
interfering with the

conducts its activities
without unduly

Company’s operational activities.

The Board can, by a majority vote of all

Board members, dismiss its elected

Chairman at any time.
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Members of the Board

53.

54.

55.

56.

57.

The Board shall be of an efficient size.
The number of Board members must not
be more than eleven (11) or less than five
(5) members on a permanent basis.

The Board composition shall reflect

sufficient representation of Non-
executive Independent Members, and in
all cases, Non-executive Independent
Members shall not be less than two (2),
or a third of the Board, whichever is

greater.

Members of the Board shall collectively
have the appropriate diversity with
respect to qualifications, knowledge,
experience, and skills in the various areas
of the Company's
operations. In addition, each individual
must possess the
appropriate  level of qualifications,

knowledge, experience, skills, and the

business and

Board member

integrity to effectively perform his or her
role and discharge his or her
responsibilities.

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

The Company shall have formal and
policies,
procedures for Board nomination, which

transparent standards and

are approved by the general assembly
and communicated to SAMA.
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58.

59.

60.

The Board nomination process shall take
into account the following:

t) Allowing sufficient time for receiving
nomination proposals for Board
memberships

u) Reviewing nomination proposals for
Board memberships by the
nomination and remuneration
committee and documenting any
findings and recommendations

v) Obtaining SAMA’s written non-
objection prior to the appointment of
any Board member

w) Providing shareholders with adequate
information on the candidates’
qualifications and relationships with
the Company prior to voting

x) Applying the Cumulative Voting
Method when voting in the general
assembly for appointing Board
members

The Company must notify SAMA when a
proposal for Board
membership has been rejected and must

nomination

specify the reasons for the rejection.

Board candidates

presented to the general assembly for

The number of

voting shall exceed the number of
available seats in order - to provide the
general assembly the opportunity to
select among several candidates.

The Board can engage the services of an
independent specialized external party to
identify additional candidates for Board
membership when the number of Board
candidates is insufficient.
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61.

62.

63.

64.

If the position of a Board member
becomes vacant, the Board can, after
obtaining SAMA’s prior written non-
objection, temporarily appoint a new
member to the vacant position for the
remainder of his or her predecessor’s
term, provided that such appointment is
presented for approval at the next

general assembly.

Members of the Board shall undergo an
induction program once they join the
Board. Each member shall be provided
with a letter of appointment outlining his
or her roles and responsibilities, and
comprehensive information on the
Company's business and strategic plans

and on applicable laws and regulations.

Members of the Board shall endeavor to
educate themselves on, and be regularly
updated of, regulatory developments and
to undergo periodic training, as needed,
on relevant areas and topics, including
but not limited to corporate governance,
risk management,

finance, solvency,

insurance, internal control, law,
regulatory compliance, and any other

important topics.

The code of corporate governance of the
Company shall define the roles and
responsibilities of Board members.

In addition to any other regulatory or
supervisory requirements, the duties of
the Board shall include but not be limited
to the following:

a) Providing strategic guidance to the

Company, including setting
objectives and formulating strategic
plans
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b)

d)

f)

g)

h)

j)

Supervising the implementation of
strategic plans and major
transactions

Approving key policies and
procedures and regularly reviewing
and updating them

Establishing and monitoring the
Company's internal control system
and ensuring its adequacy and
effectiveness

Establishing and monitoring a risk
management system, where risks are
assessed, managed, and monitored
on a continuous basis

Selecting and changing (if needed)
executives in key positions, and
ensuring that the Company has an
appropriate replacement policy for
their replacement by an appropriate
alternative with the necessary skills
and eligibility for the office

Supervising Senior Management and
monitoring the Company’s
performance against the
performance objectives set by the
Board

Ensuring the integrity of the
Company's accounting and financial
reporting system and the
appropriateness of its disclosure
process

Ensuring that the interests of the
policyholders are being protected at

all times

Promoting higher standards of
corporate governance and ensuring
compliance with applicable laws and
regulations at all times
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65.

66.

67.

68.

69.

70.

The Board shall establish written policies
and procedures to organize its activities
in a formal and transparent manner.

The Board shall audit
committee the appropriate level of

grant the

authority to investigate any matter within
its mandate and shall ensure that the
internal audit function is autonomous
and is granted full access to all the
information it needs to conduct its
activities. In addition, the Board should
take all necessary measures to ensure the
responsiveness of Senior Management to
auditors’

internal queries and

recommendations.

The Board is responsible for promoting a
culture of good corporate governance
and high ethical standards.

All individual members of the Board shall
have the same proportionate control and
influence over the decisions of the Board.

Members of the Board shall always be
fully informed of the course of business
and act in good faith; with due diligence;
in compliance with the applicable laws
and regulations; and in the best interest
of the
policyholders, and other Stakeholders.

Company’s  shareholders,

Members of the Board shall perform
their duties free from any external
influence, whether from within or
outside the Company. Members of the
Board shall not allow their own personal
interest, or the interest of the parties
they represent, to come before, or in
conflict with, that of the Company, its

shareholders, and other Stakeholders.
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71.

72.

73.

74.

75.

76.

Board and its
prohibited
disclosing to shareholders or the public

Members of the
committees  are from
any confidential information obtained as
they perform their role, other than in the
general assembly, and must not use such
information for their own benefit and
personal gain.

The Board’s meetings shall be held on a
regular basis and as needed. The Board
shall hold at least four (4) meetings every
year and at least one every quarter.

Non-executive members of the Board
shall hold closed meetings, without the
presence of Management members, at
least once every year. Staff of the control
functions can be invited to attend these
meetings, upon the request of the Non-
executive members holding the meeting.

Minutes of the Board meetings shall be
recorded, signed by the Chairman and
the Secretary of the Board, and entered
into an official register.

Minutes of the Board meetings shall
indicate the meeting’s attendance, topics
discussed, major deliberations, voting
process, objections and abstentions from
voting (with reasons if any), decisions
taken, and reservations. All records and
documents reviewed during the meeting
and/or referred to in the minutes shall be

attached to the minutes.

Members of the Board shall be granted

unrestricted access to any relevant

information regarding the Company.
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77.

78.

79.

The Board shall be able to seek external
independent advice, when necessary, at
the Company’s expense.

The nomination and remuneration

committee shall evaluate the

performance of the Board (i.e. overall
and individual performance) at least
annually, using formal, transparent, and
objective criteria.

Membership of the Board shall be
terminated upon:

a) Expiration of the appointment term

b) Resignation of the Board member

c) Death of the Board member

d) Becoming physically or mentally
impaired in a way that could severely
limit his or her ability to properly
perform his or her role

e) Being declared bankrupt or insolvent
or making a settlement request with
creditors or ceasing to pay debts

f) Being convicted of an offence
involving moral dishonesty or
contravention of laws in the Kingdom
of Saudi Arabia or any other
jurisdiction

g) Failure to fulfill the Board member’s
obligations in a way that harms the
Company (in  which case the
termination of the Board member
must be approved by the general
assembly)

h) Failing to attend three (3) meetings
that were held within one vyear
without a legitimate and acceptable
reason
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80.

81.

i) Inability to continue performing their
role based on any of the applicable
laws and regulations in the Kingdom
of Saudi Arabia

Subject to the applicable disclosure
SAMA must be notified
when a member of the Board resigns or

requirements,

when his or her membership is being
terminated for any reason other than the
end of appointment term within (5)
business days from the date on which the
member leaves.

The Board is
shareholders, regulatory and supervisory
bodies, and other Stakeholders.

accountable to the

Secretary of the Board

82.

83.

84.

The Board shall appoint a Secretary of
the Board, for its term, to arrange the
Board activities and provide support and
assistance to Board members. The
Secretary can be a member of the Board
or of Company’s staff.

The Secretary of the Board shall have
adequate experience and knowledge of
the Company's business and activities,
possess strong communication skills, and
be well-informed of applicable laws and
regulations and best practices in

corporate governance.

The code of corporate governance of the
Company shall define the roles and
responsibilities of the Secretary of the
Board.

In addition to any other regulatory or
supervisory requirements, the Secretary
of the Board of Directors shall conduct
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85.

86.

his/her responsibilities as directed by the
Board. His/Her
responsibilities include, but are not be

Chairman of the

limited to, the following: arranging

meetings of the Board; in addition to
ensuring the availability of appropriate
means of communication for the
exchange and recording of information
between the Board and its committees
and between members of senior
management and non-executive board
members; in addition to maintaining
minutes of the Board meetings. The
minutes are the permanent official
record of the work and decisions taken
by the Board and its subcommittees. The
Minutes shall be accurate and shall
clearly reflect all the items and topics
discussed during the meetings of the
Board of Directors and shall record all
decisions taken and any other matters

discussed at the meetings.

The Board’s minutes shall document any
votes made during the meetings, including
objections or abstention from voting. Any
documents referred to during the meetings
shall be attached and referred to in the
minutes. A comprehensive statement shall
be prepared containing the names of the
present and absent members, and a list of
committees approved and any case of
abstention (if any) by any member and the
reasons thereof.

The secretary shall give advance notices,
send meeting agendas with any relevant
materials to Board members and ensure
their delivery within a period of (10)
working days prior to the meeting.

32

(>\r/‘v)w %l ) ..U’I/‘{m)
L

Sl e S ) dale) sl cilelaial Gans
G Glaglaall Jiaady Jolal dualie Jlail Jilug
Ol 5oyl (udas eliael Gy aslaly Guladl)
Gleldal alae daisg cwiasl) e oL,
Jadl Llad) clelial  jaalae axiy (uladl)
odaad)l e 3335 @bl JleeSU 23l s
alas 8 A slebe hay e Al lalll
S galsally 250l B gy (Sl s g LeinY)
sl cbllly slaY) (udae clelda) 8 cayl

Neatlie i ()80 paalsa sl

idee gl Y Gdaa paae Fip o G
Lapleall @l b Loy g liinl) DA Cadi Cygasd
S LY S Gl s Cupal o g LYl
Pl gl & Gluee S Gl
slac¥) cland o daily ol 3 oy cclelaa)
sadiaall Glallly Aally (pupalall s ypalal)
e Y (s o)) Cupall Ge gl s

sl

sbacl ¢34 By Culas s gpdd o any
Jlee¥1 Jghany adas5is lelaal) elsey Gulaal
Ji Ll e SH, AL Gl claiiadl

dae ol (V4) e J8 Y 3ae g Laal)

AT



87.

88.

Minutes of the meetings shall be
distributed to the parties concerned within
a period not exceeding fifteen (15) days.
The person or entity responsible for
implementing the resolutions taken shall
be determined. The Board should, at the
beginning of each year, set a specific
timetable for receiving reports from the
committees concerned and internal and
external auditors, and shall ensure that the
mechanism for the collection, preparation
and submission of reports and data is in
place and in line with the internal adopted
policy. It shall also ensure the preparation
of important information and its
presentation to the Board on a timely
basis.

The compensation of the secretary for
performing this role shall be determined
by the Board.

Section 3: Board’s Committees

89.

90.

The Board shall establish specialized
Board committees to extend its oversight
into particular areas of the Company’s
activities, such as nomination and
remuneration, audit, risk management,
investment, regulatory  compliance,
disclosure, governance, human resource,
strategic development, etc., and delegate
the necessary powers to its committees

and monitor their performance.

At a minimum, the Board shall establish
audit
nomination and

an executive committee, an
committee, a
remuneration committee, a risk
management committee, and an

investment committee.
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91.

92.

93.

94.

The Board of Directors shall approve the
by-laws of all committees of the Board.
Each committee should have general
procedures laid down by the Board,
specifying its functions,
scope of its work, its powers and duties,

its duration,

and the mechanism through which the
Board monitors its activities.

Board committees shall operate in a
manner similar to that of the Board. In
particular, Articles 68, 69, 70, 71, 74, 75,
86 and 87 of this Regulation shall apply to
Board committees as they apply to the
Board.

The Board shall carefully review the
meeting minutes and recommendations
of its committees.

The committees shall be able to seek

external professional advice, when
necessary, to perform its role, at the
Company’s expense, after obtaining the

Board’s approval.

Executive Committee

95.

96.

97.

The Board shall form an executive
committee and appoint its members in
accordance with the Company’s articles
of association and any rules issued by the
general assembly.

The code of corporate governance of the
Company shall define the roles and
responsibilities of the  executive
committee, its composition, and the rules

governing its activities.

The executive committee may be
executive and non-
It shall

between three (3) to five (5) members.

composed  of

executive members. include
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98.

99.

The executive committee meetings shall
be held on a regular basis and as needed,
such that the committee meets at least
six (6) times every year.

The executive committee reports to the
Board.

Nomination and Remuneration Committee

100.

101.

The Board shall form a nomination and
remuneration committee and appoint its
members in accordance with the rules it
issues based on the proposal of the
general assembly, provided that the rules
shall their
committee work mechanism.

include terms and the

The code of corporate governance of the

Company shall define the roles and

responsibilities of the nomination and
remuneration committee.

In addition to any other regulatory or
supervisory requirements, the duties of

the nomination and remuneration

committee shall include but not be

limited to the following:

a) Making recommendations to the
Board on the nomination of Board
members and Board committee
members in  accordance  with
regulatory requirements and
approved policies and standards

b) Reviewing the requirement of
suitable skills for membership of the
Board and its committees on an
annual basis and preparing
descriptions of the  required
capabilities and qualifications for
such memberships, including the
time that a member should reserve
for the activities of the Board and/or
Board committees
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102.

d)

e)

f)

g)

h)

)

k)

The

Regularly evaluating the structure
and composition of the Board and its
committees and determining their
points of weakness and
recommending remedies

Assessing and  monitoring the
independence of Board and Board
committee members and ensuring
the absence of any conflict of
interest, including ensuring the
independence of the independent
members, at least on an annual basis

Drawing up clear policies regarding
the compensations and
remunerations of members of the
Board, the Board committees, and
Senior Management

Evaluating the performance of the
Board and Board committee
members on a regular basis

Making recommendations to the
Board with regards to selecting and
dismissing members of Senior
Management

Establishing a succession policy and
procedures for the CEO and other key
members of Senior Management and
monitoring the implementation of
the succession plans and process

Reviewing the compensation plans
for members of Senior Management

Supervising the compensation plans
for members of Senior Management

Making recommendations to the
Board on various issues related to
nomination and remuneration

nomination and remuneration

committee shall be composed of three

(3) members as a minimum, two of these
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103.

104.

must be independent members. The
Chairman of the Board cannot chair this

committee.

The nomination and remuneration
committee meetings shall be held on a
regular basis and as needed, such that
the committee meets at least twice every

year.

The nomination and remuneration

committee reports to the Board.

Audit Committee

105.

106.

The Board shall form an audit committee
and appoint its members in accordance
with the requirements of the Insurance
Audit Committee Regulation issued by
SAMA. The audit committee reports to
the Board.

The code of corporate governance of the
Company shall
responsibilities of the audit committee

define the roles and

and the manner in which it discharges its
responsibilities in accordance with the
requirements of the Insurance Audit
Committee Regulation issued by SAMA
and other applicable laws, regulations,

and rules.

Risk Management Committee

107.

108.

The Board shall form a risk management
committee and appoint its members in
accordance with the rules issued by the
general assembly.

The code of corporate governance of the
Company shall define the roles and
responsibilities of the risk management

committee.
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109.

110.

In addition to any other regulatory or
supervisory requirements, the duties of
the risk management committee shall

include but not be limited to the

following

a) Identifying risks that may imperil the
Company and maintaining an
acceptable risk profile for the
Company

b) Overseeing the risk management
system and assessing its effectiveness

comprehensive  risk
management strategy for the
Company, overseeing its
implementation, and reviewing and
updating it on a regular basis by
taking into account developments
that are internal and external to the
Company

c) Defining a

d) Reviewing risk management policies

e) Re-evaluating the Company's
tolerance for, and exposure to, risk
on a regular basis (e.g., through
stress testing exercises).

f) Reporting to the Board details of risk
exposures and recommending
actions to manage them

g) Advising the Board on issues related
to risk management

The risk management committee shall be
least (3)
headed by a non-executive member, its

composed of at members
members have with an appropriate
financial and risk management

knowledge.

The risk management committee reports
to the Board.
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Investment Committee

111.

112.

113.

114.

The Board shall form an investment
committee and appoint its members in
accordance with the rules issued by the

general assembly.

The code of corporate governance of the
Company shall define the roles and
responsibilities of the
committee.

investment

In addition to any other regulatory or
supervisory requirements, the duties of
the investment committee shall include
but not be limited to the following:

a) Formulating the investment policy
and reviewing its implementation on
a quarterly basis

b) Reviewing the performance of each
asset class

¢) Monitoring the overall risks of the
investment policy

d) Submitting a performance review
report to the Board of Directors

e) Ensuring the compliance of all
investment  activities with the
requirements of the Investment
Regulation issued by SAMA and any
other applicable laws and regulations

The investment committee shall be
composed of at least three (3) members
and in accordance to article thirty four
(34) of the Investment Regulation.

The investment committee reports to the
Board.
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Section 4: Control Functions

Risk Management Function

115.

116.

The risk management function is in

charge of identifying,  assessing,
quantifying, controlling, mitigating, and
monitoring the Company’s risks, on a
continuous basis and at an individual and

aggregate level.

The code of corporate governance of the
Company shall define the roles and
responsibilities and structure of the risk

management function.

In addition to any other regulatory or
supervisory requirements, the duties of
the risk management function shall
include but not be limited to the

following:

a) Implementing the risk management
strategy

b) Monitoring the
profile

Company’s  risk

c) Developing effective risk
management policies and procedures
to identify, assess, quantify, control,
mitigate, and monitor risks

d) Identifying emerging risks and
recommending remedial actions to
mitigate and control them

e) Regularly evaluating the Company's
tolerance for, and exposure to, risks
(e.g., through stress testing exercises)

f) Establishing a contingency plan

g) Coordinating with Senior
Management to  ensure the
effectiveness and efficiency of the
risk management system
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117. The risk management function shall Ly ledlacly Hhaladl 3))a) daday agii of cany )Y

conduct its activities in accordance with A, e gy LA 51 a9 e 5 Lo
the risk management regulation and any ) )
other  regulatory or  supervisory Asssall (e 3pba g a)

requirements issued by SAMA.

118. The risk management function must be daby o Altiae lalaall gyla) dadag (6<8 of caay VYA
independent from the underwriting sy
function.

119. The number, knowledge, and experience Dhlaal 3yl dgday & alalall dae liy O sy YA

of  employees within the risk . . P .
ploy a0 (s Aaphy pan ae agilndg agiime (S5

management function shall be ) ) ) )
commensurate with the nature, scale and Ysiua () 22y A8 Gl O o ASA Jlee]
complexity of the Company’s business. omalil Ay ally aladl ol HLlaa 3y)3) e

Notwithstanding, the C.ompany shall at sy Shle Jsbees Y1 (Sa AT, duleal
least have two (2) risk management

officers: one for general and health Lih aally el Gaelil) oyl Al cl€ il dully
insurance and one for protection and Jai Ay leall el Ll ‘?;u\éﬁj

saving insurance. Companies that write
only general and health insurance, or
only protection and saving insurance can
have one risk management officer.

120. The risk management function may ol A Ll halaall 5yl Aagkg ady of oSay Y
report to the CEO or other senior

B3 a2l o g AT shn gl Sl (suanl
management, the risk management

officer should also report and have direct G5t Dbl 5 dad ae bl Jla) hladl)

access to the risk committee without Aliye
impediment.
Internal Audit Function A1a)al) daa)yall
121. The internal audit function is responsible 3eli€y Aullad aahy Al daaball ddday A Y

for evaluating, and recommending o Al Al SlebaYly ool Ll

actions to improve the adequacy and

effectiveness  of internal  controls, el miy Lo AN ses A4 el
policies, processes, and reporting QPRI

procedures, and the extent of adherence
to them.
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122.

The code of corporate governance of the
Company shall define the roles and
responsibilities and structure of the

internal audit function.

Compliance Function

123.

124.

The compliance function is responsible
for monitoring the
compliance, at all

Company’s
with all
applicable laws, regulations, and rules
issued by SAMA and other
regulatory bodies, and to take necessary

times,

related

actions to enhance the regulatory

compliance.

The code of corporate governance of the
Company shall define the roles and
responsibilities and structure of the

compliance function.

Section 5: Appointed Actuary

125.

126.

The Appointed Actuary shall discharge his
or her responsibilities as stipulated in
Article (20) of the Implementing
Regulations of the Law on Supervision of
Cooperative Insurance Companies and in
accordance with the requirements of the
Actuarial Work Regulation for Insurance
and Reinsurance Companies issued by
SAMA.

The code of corporate governance of the
Company shall define the roles and
responsibilities of the Appointed Actuary
and the manner in which he or she
discharges his or her responsibilities in
accordance with the requirements of the
Actuarial Work Regulation for Insurance
and Reinsurance Companies issued by
SAMA and applicable
regulations, and rules.

other laws,
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Section 6: Senior Management

127.

128.

129.

The Senior Management are responsible
for supervising the day-to-day activities
of the Company.

The code of corporate governance of the
Company shall define the roles and
responsibilities, structure, and reporting
lines of the

Senior Management

members.

In addition to any other regulatory or
supervisory requirements, the duties of
the Senior Management shall include but
not be limited to the following:

a) Implementing the strategic plans of
the Company

b) Managing the day-to-day activities

c) Setting procedures for identifying,
measuring, mitigating and monitoring
risks

d) Setting policies, procedures, and
controls to ensure the adequacy and
effectiveness of the internal control
system

e) Record keeping and audit trails

f) Acting on the Board’s instructions
and reporting to the Board

g) Ensuring that regulatory and
supervisory requirements are met to
the highest extent possible

Each Senior Management position shall
have a documented and detailed job
specifying its
responsibilities, specifications or
qualifications, reporting lines,

description roles and
key role

interactions, authority, and authority

limits.
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130.

131.

132.

Members of the Senior Management
must possess the skills, knowledge, and
experience needed for effective and
prudent management of the Company.
Proof of the qualifications of senior
managers shall be provided to SAMA
upon request.

Senior Management shall provide the
Board with a comprehensive overview of
its performance in every board meeting
at least.

Priority shall be given to Saudis for senior

management positions. Before
appointing non-Saudis in senior positions,
the Company shall prove the lack of
available qualified Saudi personnel for
the required position, in accordance with
the SAMA’s
Appointments to Senior

Financial Institutions, issued in July 2013.

Requirements for
Positions in
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