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Definitions

Bank: Arab National Bank

Board or Board of Directors: The Board of Directors
of the Arab National Bank

Authority: The Capital Market Authority.
Central Bank: Saudi Central Bank (SAMA).

Independent Director: A non-executive member of
the Board who enjoys complete independence in
their position and decisions and none of the
independence affecting issues stipulated under
applicable rules and regulations.

Executive Management: The functions, roles and
responsibilities entrusted to those positions who
take, propose, and implement strategic decisions
and manage the business processes including Senior
Management positions that requires SAMA’s
non-objection for appointment.

Relatives: Fathers and mothers; grandfathers and
grandmothers; children and grandchildren; and
husbands and wives.

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

Day: Official business day.
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Purpose

The Bank has established an Audit Committee
(“Committee”) to assist the Board of Directors in
performing its duties towards the General Assembly
of Shareholders and regulatory requirements from
the Saudi Central Bank, the Capital Market Authority
(CMA), and the Ministry of Commerce (MCI). The
Committee is responsible for monitoring the Bank’s
activities and ensuring the integrity and
effectiveness of the reports, financial statements,
and that internal control systems are in place. In
turn, the Committee shall carry out its supervisory
and oversight responsibilities independently from
the Board of Directors and Bank management in the
following areas:

® The financial reporting process;

® The system of internal control;

o The internal audit function;

[ ] The monitoring process for compliance,
laws, regulations and the code of conduct;

® Independence and objectivity of the Bank’s
external auditors.

Authority

The Committee has the authority to access the
Bank’s records and documents and request from
members of the Board or executive management
any explanation and statement. In particular, it is
empowered to:

® Review the scope of the external auditors’
work and ensure their independence including that
no activity beyond the scope of the audit work is
assigned to the external auditor during the
performance of their duties.

o Recommend to the board the appointment,
re-appointment or dismissal of the Function Head
or acceptance of his/her resignation, and ensure
that the Function Head enjoys integrity and is
capable of performing his job in an honest, sincere
and responsible manner, complies with applicable
laws and regulations and was never involved in any
violating activities.

oibgll (50l il

arab national bank

uésall

(i) dexlpo dind Jusiy o-ibgll Gyl dill L8
dolell dugozll ol dildgguios roLmJL\ 8)loll Judzo 8ailuod
O—< 6)oluallg 48Ul Gld Olodsily dokbilly rosluwall
)Ll 8599 &dloll Goull dismg o9 w535yl Ll
otk o il il JLasl &8l50 dinll a s
Aalsls 2Ll8y dabl 1550 Lad Ll ol o ol
o Jaiwe JCin B )lg G-yl Laygw dixll pg8ig Lasd

;I OYlxoll @ il 8ylolg 8)loll pul=o

Lol @lgall g slac] dyloc e

aglsll &yl plss e

sl desl o)l dadsg e

OSolwg zSlgllly dakilly ol VI &idlyo dylac 9
AUl Josll

i) gzl guezl el ducgudgog dilaiuwl L

d>1Lall

@l walbg @ ailigy elidl Ol (e gllbl &yoilo dizl)
Odgaidl 8yloll ol pudzall clacl oo ©loldl gl Olawsgs
il Olsall pogasll azg Gle dizlll giod .clind)

0o Gaxilly ouz) Bl gaezliall Juas GURS dezlj0 e
plgo L pgadSi pac o aslUl el § Loy ogid s wl
Ul =2yl g2l dbgiall dazlyall Jlosl @l z)Ls
ealoc olgo dglio

ol Jlawiwl gl i dolel gl sy pudzal) dusgill )
aslily .adslall deslyoll 8)lo] us) Aaiwl Jgid ol Jse
doc plgo slol (e 8)adlly dalill )loyl puss) (=5 oo
Lol 0as g0 aSlly (Ao ey po,>9 Gaa
dallo dndul sl § ab)gi Guw @ dilg «Oloylaillg



anb

® Evaluate the head of the internal audit
function based on performance indicators approved
by the committee and propose his remuneration.

® Obtain from Head of internal audit on at least
annual basis a written Independency Assurance for
him/herself and the Internal Audit function.

o In coordination with the Bank’s management,
engage with internal or external experts to
advise/assist the Committee in the conduct of its
responsibilities.

® Initiate review on any activity of the Bank
within the scope of its responsibilities.
® Evaluate the internal control environment as

well as the commitment and control consciousness
of management.

® Meet privately with Bank’s officers, external
auditor, or outside advisors as necessary.

® Review important and sensitive matters
related to operations of the Bank that further
strengthen financial control and integrity (major
changes to the Bank’s policies and procedures,
material transactions, related party transactions,
contracts, litigations, tax and zakat status, etc.,
including possible or planned mergers, acquisitions
and divestitures,).Furthermore, the Committee will
ensure that there is an established framework for
these approvals, reasons for these transactions and
ascertain the possibility of their disclosure in
financial statements.

® Request the Board to summon the general
assembly to convene in the event the Board has
hindered the work of the Committee or when the
Bank suffers damages or substantial losses;

® Discharge any responsibility delegated

by the Board.
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Roles and Responsibilities

The Committee shall, in the form it deems
appropriate, fulfil the following responsibilities, but
shall not undertake any executive activities and

actions or make administrative decisions.
Financial Statements

® Analyze the Bank’s interim, quarterly and
annual financial statements before submission to the
Board, and provide an opinion and
recommendations to the Board to ensure their
integrity, fairness, and transparency. And study any
important or unfamiliar issues contained in the
financial reports.

® As part of its mandate, the Audit Committee
must request management to keep it abreast of the
extent of progress made toward adoption of
computerized processing of financial data and
decide whether or not necessary control measures
are in place to derive and obtain accurate,
dependable and trust-worthy financial information
and data.

® Provide its technical opinion - at the request
of the Board - regarding whether the Board’s report
and the Bank’s financial statements are fair,
balanced, understandable, and contain information
that allows shareholders and investors to assess the
Bank's financial position, performance, business
model, and strategy.

o Analyze and investigate the issues raised by
the external auditor and the CFO, Internal Audit,
Compliance, Risk Management and Legal functions
that may impact the integrity of financial reports,

including whistle-blowing and important legal issues.
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[ ] Review significant accounting and reporting
issues, including highly judgmental areas, accounting
estimates, complex or unusual transactions, and
recent professional and regulatory announcements;
understand their impact on the financial statements.
® Examine the accounting and discloser
policies followed by the Bank, and provide to the

Board the Committee’s opinion and
recommendations regarding them
® Review Bank policies for Related Party

transactions, obtain a list of all such transactions,
and review their approvals and reasons thereto and
ultimately ascertain the adequacy of their disclosure
in the financial statements

® Review all information on material
transactions, contracts and other agreements
including possible or planned mergers, acquisitions
and divestitures and ascertain their disclosure in
financial statements.

External Auditor

o Review rules for Selection of External Auditors,
and recommend to the Board for its approval.
e Provide recommendations to the Board (for

General Assembly approval) on the nomination,
dismissal, and remuneration of external auditors.

® Review the External Auditor’s scope of work
and plan, and evaluate their performance, verify the
independence, objectivity, fairness and effectiveness
of their work with due regard to relevant rules and
standards, and ensure that it does not provide any
technical, administrative or consulting works that are
beyond its scope of work, provide its opinion thereon
and coordinate with the efforts of the Bank’s Internal
Audit function, in addition to monitoring the
relationship between the auditors and the
management, coordination and cooperation between
the external and internal auditors.

® Verify the independence of external auditors
and obtain a letter on an annual basis wherein they
confirm their independence in accordance with
regulatory and professional regulations.
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[ ] Ensuring that the total term of office for the
external auditor and supervising partner not
exceed the period stipulated in the rules and
regulations.

® Responding to queries of the Bank's
external auditor.

o Review and discuss the Bank’s financial
statements, external auditor’s report and
management letter with the external auditor and
the Bank’s management. Discussions should
include the year-end closing process, cooperation
of the Bank’s management, and any other related
issues they would like to raise to the Committee.

Internal Audit

® Review and approve the Internal Audit Plan.
® Review Internal Audit and Control Policy,
and provide to the Board the Committee’s opinion
and recommendations regarding them.

® Recommend to the Board approval of the
Function’s organizational structure and review the
structure periodically as well as on “as needed’ basis.
® Approve the Function’s strategy formulated
by the Function Head and monitor its performance
hand in hand with performance of the annual audit
plan in congruence with the bank’s strategy and
general objectives having first coordinated in this
respect with the competent entity in the bank.

® Review the effectiveness of the Internal
Audit function including compliance with [lA’s
(Institute of Internal Auditors) Standards for the
Professional Practice of Internal Auditing.

® Review and oversee the performance and
effectiveness of Internal Audit activities, and verify
availability of the necessary resources and funds to
implement the activities and responsibilities
assigned to them, and assess their capacity to
perform assigned activities and responsibilities.

® Oversee the Quality Assurance and
Improvement Program of the Internal Audit
function, including the external assessment of
Internal Audit’s activity, to reduce perceived or
potential conflict of interest.
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® Conduct requisite independent external
assessment to verify quality of Function
performance at least once every five years.

® Review Internal Audit reports at least
quarterly and assess management’s responses to
findings and recommendations, and ensure that
Executive Management takes needed corrective
actions in a timely and appropriate manner to
address and resolve any weaknesses in control,
compliance with policies, laws, regulations and
directives as well as other violations and
observations identified, reported and/or
recommended by the Audit Function.

® Assign audit tasks to the Internal Audit as
the Committee deems necessary.

® Review Internal Audit, Risk Management
and External Auditor reports on the adequacy of
internal control, finance and risk management
systems and significant findings if any. In addition,
review the results and observations of the Internal
Sharia Audit. Material internal control deficiencies
should be reported to senior management and the
board of directors.

® The Audit Committee should make an
assessment of the materiality of potential loss in
the event of a breakdown of the control system,
and relate it to the cost of maintaining the control
system.

[ ] Review Internal Audit periodic review of
material  outsourced activities to ensure
compliance with Outsourcing Policy.

® Evaluate the effectiveness and efficiency of
internal controls, policies and procedures, the
reporting mechanism and the extent of
compliance therewith, and make
recommendations for improvement.

Ensuring Compliance

® Ensuring the Bank's compliance with the
relevant laws, rules, regulations, policies and
instructions, and ensuring that all necessary
measures are taken to improve the regulatory
compliance level in the bank.

® Reviewing inspection reports issued by the
Saudi Central Bank, other supervisory bodies
and/or external auditor, and verifying that
necessary corrective actions have been taken.
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® Reviewing proposed Related Party contracts
and transactions, and providing its recommendations
to the Board in connection therewith.

® Reporting to the Board any issues it deems
necessary to report for the Board to take action on,
and providing recommendations as to the measures
or actions that should be taken.

o Propose to the Board the necessary policies
and procedures to be followed by Stakeholders when
submitting complaints or reporting any violations.

® Review the whistle blowing report reflecting
cases that have been received and the actions that
have been taken regarding them.

Reporting Responsibilities

o Submit Reports regularly, and whenever
required, to the Board. Reporting will include the
Audit Committee’s activities, observations,
recommendations, and an assurance that all
responsibilities outlined in this charter have been
carried out. Prepare on at least annual basis a report
to the board which includes, but is not limited to, the
following items:

1. Recommending external auditors for the
following years.
2. Approval of the Auditors” Report and the

finical statements for the fiscal year then ended,
adding their observations.

3. A review on the competence and
effectiveness of the current year's external auditor
and their performance during the year on the audit
engagement or any other special services performed.
4. An assessment of the Internal Audit function’s

performance, including their observations and
recommendations.
5. An assessment on the extent of Bank's

adherence to the policies and procedures, and the
Code of Conduct and Banking Practices.

6. Review of any potential contractual breaches,
and regulatory and legal opinions in relation thereto
7. A review of any significant irregularities
reported by the Saudi Central Bank’s inspection team.
® Prepare an annual report containing the Audit
Committee’s opinion on the adequacy of internal
control system and any other matter that falls within
its responsibilities. This report shall be read during
the shareholders” meeting.
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Other Responsibilities

® Perform other activities as requested or
delegated by the Board.

® Review/approve policies as delegated by
Board.

® Review the adequacy of insurance coverage
for the Bank.

® The Committee should also make an
assessment of management’s ability to calculate
outcomes of economic activities such as foreign
exchange hedging and services pricing e.g. contracts
for options, foreign exchange swaps and interest
rates.

® The committee shall conduct an assessment
and review of all material litigation and ask the
general counsel of the bank to provide a listing of all
legal matters facing the bank. The committee may
seek an external legal opinion regarding litigation
cases that might have a significant impact on the
bank’s financial position.

® The Committee shall, via the Committee’s
Secretary, make available to new members of the
Committee a suitable induction program and, for
existing members, ongoing training as discussed and
agreed by the Committee.

® The Committee shall conduct an annual
self-assessment of its activities under these Terms
of Reference and report any conclusions and
recommendations to the Board, including a
statement on whether or not it receives adequate
and appropriate support in fulfilment of its roles and
responsibilities and whether its annual work is
manageable.

® Maintain a free flow and exchange of
significant information with the regulators in order to
facilitate the achievement of their mutual objectives
of financial oversight.

® Through  Internal  Audit, review in
coordination with Compliance and Human Resource
functions, compliance to insider trading rules, issues
relating to conflicts of interest and the code of
conduct & banking practices.

® Determine the objectives of the Internal
Sharia Audit task after consulting with the Sharia
Committee to ensure conformity to generally
accepted internal auditing standards.
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Membership

The Committee is formed by a resolution from the
Board of Directors. It is comprised of an
independent Board Member, who is the ex-officio
Chairman, and two members from outside the
Board. The Committee may be expanded to five
members, the majority of whom must be from
outside the Board. The Board Chairman and
Executive Board Members may not be members of
the Committee. The appointment of all Members is
for a period of 3 years, concurrent with the official
term of the Board of Directors. The resolution
defines the activities and duties of the Committee,
and the remuneration of its members.

Membership Criteria

All committee members must be independent. A
member of the audit committee shall not be a
member of the audit committees of more than five
listed joint stock companies at the same time. No
person who works or has worked in the Bank’s
executive management or finance division, or for the
Bank’s external auditor, during the preceding two
years may be a member of the Committee.
Committee members must have qualifications and
professional experience in auditing and risk
management, including knowledge of accounting
and auditing standards, ability to read financial
reports, and understand rules and regulations issued
by relevant bodies. At least one of the members
from outside the Board should be designated as a
“financial expert”. All appointments are subject to
clearance from the Saudi Central Bank.

Succession

In the event the seat of any of the members of the
Committee becomes vacant for any reason
whatsoever during the term of membership, the
Board shall appoint - after obtaining the Saudi
Central Bank's No Objection - on the
recommendation of the Nominations and
Remuneration Committee, a successor member
who meets the conditions of membership and will
complete the remaining period of his predecessor in
the membership of the Committee.
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Committee Meetings

Participants

Attending Committee meetings is mandatory. Members
are expected to attend at each meeting either in
person or via teleconference/video-conference, as
agreed in advance of the meeting.

Frequency of Meetings, Agenda and Minutes

The Committee meets as often as the
business requires, but shall hold no less than
4 meetings per year.

The Secretary of the Committee performs his
responsibilities as directed by the Committee
Chairman. The Secretary is entrusted with minuting
the deliberations as well as resolutions and other
discussed matters. The Committee shall approve its
agenda as soon as it convenes, and in the event that
any member objects to this agenda, this shall be
recorded in the minutes of the meeting. Each
member of the Committee has the right to suggest
adding any item to the agenda.

The agenda is prepared ahead of the meeting
and shared with the members within five days
of the meeting.

Minutes of meetings shall be circulated to all
members of the Board within a period not exceeding
15 days from the date of the meeting.

Quorum and Voting

A meeting shall be valid if attended by a majority of the
members. In the event the Committee Chair is absent,
he/she shall delegate a Committee Member to chair
the meeting. Decisions of the Committee shall be
issued by the majority of votes, and in the event of a
tie, the Committee Chair shall have a casting vote. The
dissenting opinion of other Committee member(s)
must be documented in the minutes of meeting.
Voting by proxy shall not be permitted.
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Remuneration of Committee
Members

Without prejudice to the relevant regulatory
requirements, the remuneration of the Committee
members shall be in accordance with the
Remuneration Policy Board of Directors, Sub-board
Committee Members and the Executive Management.

Confidentiality

All deliberations, discussions, records and data of the
Committee relating to the Bank which come to the
possession of a Committee member must be dealt
with in a strictly confidential manner.

Committee members shall uphold the confidentiality
principle in relation to such deliberations, records
and data, and will not permit any improper
circulation thereof.

Periodic Review

The Committee shall review its Terms of Reference
every three years or when deemed necessary, and will
raise any amendments to Board for subsequent
approval by the Bank’s General Assembly.
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