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Saudi Arabian Monetary Agency

Draft of Insurance Corporate
Governance Regulation

June 2014

SAMA is requesting insurance and/or
reinsurance companies, insurance service
providers, and the public to submit their
comments and views on the draft of
Insurance Corporate Governance
Regulation within 60 days of its publication
in a bid to approve and apply it. The
response shall be addressed to:

Saudi Arabian Monetary Agency
Al-Ma’ather Street - Riyadh
Cable: MARKAZI

P.O. Box 2992

Riyadh 11169

Saudi Arabia

Attention to the General Director of
Insurance Control

Fax: +966-11-466-2312

Email: aalayed@sama.gov.sa
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Saudi Arabian Monetary Agency
(“SAMA”)
Insurance Corporate Governance
Regulation
(“This Regulation”)

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.

Part 1: Introduction

1.  This Regulation enumerates SAMA’s
corporate governance requirements
that must be met by insurance and/or
reinsurance companies.

2. The objective of This Regulation is to
set high standards of corporate
governance within the insurance
industry in accordance with the
recognized best international
practices.

3. SAMA may, at any time, require any
of the insurance service providers to
comply with some or all of the
requirements of This Regulation.

4. 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 dated 2/6/1424 H and its
Implementing Regulations

b) The Companies Law
c) The  Corporate  Governance

Regulations in the Kingdom of
Saudi Arabia and the Listing
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Rules, issued by the Board of the
Capital Market Authority (CMA)

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, and any
other regulations and relevant
directives and circulars and
resolutions issued by SAMA

Definitions

5.

Without prejudice to the provisions of
article (1) of the Implementing
Regulations  of the Law on
Supervision of Cooperative Insurance
Companies, the following terms and
phrases, where wused in This
Regulations, shall have the meanings
shown below unless the context
requires otherwise:

SAMA: the Saudi Arabian Monetary
Agency.

Board of Directors (the Board): the
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.
The Chairman, therefore, serves in
two capacities: as a Board member
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and as a Chairman of the Board at the
same time.

Chief Executive Officer (CEO): the
highest-ranked executive officer of the
Company, who is in charge of its
daily management, regardless of the
title of his 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 (2) of This
Regulation).

Related Persons: natural persons who
are related to members of the Board
or Senior Management by means of
blood or marriage (including father,
mother, brother, sister, spouse, son,
and daughter) or by a business
relationship that could potentially
limit the member’s exercise of
independent judgment.

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 Board
member who has a full-time
management position at the
Company or does receive fixed or
variable compensation other than
his remuneration as a director of
the Board.
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Non-executive Board Member: a
Board member who does not have a
full-time management position at the
Company and does not receive fixed
or variable compensation other than
his remuneration as a director of the
Board.

Non-executive Independent Board
Member: a Non-executive Board
Member who is independent in
judgment and character, and who
does not have any relationship with
the Company, its Board, or its Senior
Management, that could interfere
with the exercise of objective and
independent judgment.

The following are examples of what is
considered an infringement of the
member’s independence:

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

b) Being a member of the Board in a
Related Company or having been
one during the past (2) years

c) Being a member of the Board of
the Company for more than nine
(9) years

d) Holding a Senior Management
position in the Company, or in a
Related Company, or having held
one during the past (2) years

e) 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 been one
during the past (2) years

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

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

h) Being under any financial or
moral 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

Non-executive Non-independent
Board Member: a Non-executive
Board Member who does not meet the
abovementioned definition of Non-
executive Independent Board
Member or who is deemed by the
Board, or SAMA, as non-independent
for a justifiable reason.

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.

Senior Management (Management):
the executive management team of
the Company, including but not
limited to Chief Executive Officer
(CEO), General Manager, their
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deputies, managers of  major
departments and key functions
(including  underwriting,  claims,
reinsurance, investment, finance,
accounting, sales, marketing, human
resources, information technology,
legal  affairs, internal  audit,

compliance, risk management, and
the in-house actuary) and any other
employee directly reporting to the
CEO or the General Manager based
on the Company’s organizational
structure approved by the Board.

Stakeholders: the persons or parties
who have an interest in the company,

including shareholders,
policyholders, claimants, employees,
reinsurers, regulatory and
supervisory bodies, and the

community at large.

The rest of the terms and phrases
used on 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

6.

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.

Companies must maintain adequate
records to demonstrate compliance
with This Regulation and with any
related laws and regulations,
including but not limited to
Company’s code of corporate
governance, remuneration policy,
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descriptions of managers, minutes of
the meeting of the Board of Directors
and its committees, minutes of the of BylaY) Galaad daslall
the general assembly meetings, and
internal  and  external = Board
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communications.
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subject violating Companies to

enforcement action.
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10.

11.

12.

amendment.

The Company must develop and put
in place a remuneration policy in
accordance with This Regulation,
duly approved by its Board of
Directors, and submit a copy of the
policy to SAMA within 180 days from
the date of issuance of This
Regulation for licensed companies
and from the date of issuance of
license for other companies. In
addition, the Board must review the
Company’s remuneration policy and
consider any necessary amendments
on an annual basis as a minimum. All
subsequent amendments must be
submitted to SAMA within (10)
working days from the date of the
amendment.

The Company must develop and put
in place a code of ethics, 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

c) Compliance with applicable laws
and regulations

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
(10) working days from the date it is
approved by the Board.

Sl gailly GBS b gy ok 4,80 e
o Woldie) aay AU oda e e Al (s
Pla leie Aoy duwsall 25555 el Gulae 8
Loally 22D o2 laal gl e Ly (VAY)
GAL dailly et il &)l Ges dad jall GIS AL
b dmabe BIY) Gdae o Gy @AY
Gkl AGaL alal cloasll; Kl
o of o I e (st S Lebinad ) Asla)
Sl Al e an Dbt ol dsall el
e dae ol (V4) Pl AalL Lalall ciliay gl

) slie) gl

sl ae sl dald Aa auags ok A5a0 e
ALl lasal Lyl Galae 8 (e laaldie) 2y gl
i O ey DSy Ao Hiple 3,20 2ty
ol any 3L dalal) ead) Gl ae @ sy
1AV Cilsall

ladl ol (I

Al (o

AU 3 sl Al W (2

Glashead) Ay (3

Jalad) Jalaill (2

A Jpal dlen (4

ADAY) LS Ll 4l ) ol (5

o ) Al pe clSll e g3 Al (2
iy

o) JSel) e Ady dussiall 255 35,80 e
&5 et gly 4S50 5y Ludae (e salaie) aay
ddie) sl e dee Al (V) Dl Gy ade

B PRV I A

AR

AY

11



Saudi Arabian Monetary Agency
General Department of Insurance Supervision

asmaal) pal) S Az
Call) A el Aalall 3y)aY)

Accountability

13.

14.

The governance structure of the
Company  should  reflect the
accountability of Senior Management
to the Board and the accountability of
the Board to shareholders and other
Stakeholders through relevant
internal systems and policies.

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

Disclosure and Transparency

15.

16.

17.

The Board is responsible for ensuring
an appropriate level of transparency
and timely and adequate disclosure of
material events relating to the
Company’s financial situation and
performance, risk exposures and risk
management, and corporate
governance.

The Board shall lay down formal
policies  and  procedures  for
disclosure, specifying, at minimum,
the types of information to be
disclosed, means and frequency of
disclosing information, and the
process to ensure the quality,
adequacy, and  timeliness  of
disclosure, in accordance with the
requirements of applicable laws and
regulations.

The Company shall ensure that the
disclosed information is
comprehensive, meaningful, relevant,
timely, consistent, reliable, and
accessible by the market participants
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18.

19.

without undue expense or delay.

The Company shall provide the
general assembly with a report
containing  comprehensive  and
objective  assessment  of  the
Company’s situation and
performance at least on an annual
basis, including but not limited to the
following:

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

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

c) Assessment of Company’s
strategy and financial position

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

e) 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):

a) 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 Board
members

b) For each Board member: name,
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classification (Executive,
Independent, or Non-
independent), other companies in
which he acts as a Board member,
represented entity (if applicable),
other positions held within the
Company (if applicable)

For each Board committee: name
of the committee, its functions, its
members (classified as Executive
Board Member, Non-executive
Non-independent Board Member,
Non-executive Independent Board
member, or non-Board member),
number of meeting 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 five
highest-paid members of Senior
Management during the period
(divided into salaries, allowances,
bonuses, and any other
components), in addition to
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 changes of their
ownership over the last year

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
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transactions are or were approved

h) Any potential cases of conflict of Al mlladll &l 2y Jaiad <Y ol (

interest and how they were loe Jebaly Ltalle
addressed

i) Names of all Significant G opeie IS Clla Ay cpaaludl LS cladl (L
Shareholders and their ownership 320 pgd
in the Company

j) Results of the annual audit of the LB aUas ddlads 30l gind) dnalyel) il (A
feffectlveness and efficiency of the A8, 221
internal control system of the
Company

k) Statement on the Company’s LU s cldliay 430 A5 Jea ol (J
compliance with the requirements oy 3,0 Aalal) GaSall dady lllia

of This Regulation and with the
Company’s code of corporate
governance, along with the
justification for any instances of
non-compliance

Cllbid) o3a e gh AN p2e

20. The Company shall make available to G loy lpalud g of 4580 e ocay WY

its shareholders and on the internet its D0 Ly Aalall AaSeal) As e fus i)
code of corporate governance and )
annual reports. Aasiud)

21.  The Company shall not announce any Qb dadgie Slaad A e (Pley) 4580 jean Y WY
ant1c1p;a1ted . actions that require Teasal (50 Aniles pie 5| Aiguso Ailge o Jseanl)
SAMA’s prior approval or non- i . S i
objection before obtaining the actual Anbedl) pae ) Aslsl b o Ld Jpaad) 8

approval or non-objection.

Fitness and Propriety OaliY) duuliag dagda
22. Members of the Board, Board Olalll ¢ Laely )3y Gulas slacl 3 j3l5m of my - YY
committees, and Senior Management 3 &SIl Akl L) Wall 5,31 ;L.z.:.i, RER

shall be trustworthy and shall have ) ) ] B
the integrity, competency, knowledge, pedles Aaladl anlsd ol AN pally Al
and experience to fulfill their oo boball cladelly sl Aadal) 288 Ll
respective roles and shall comply
with all laws, regulations, and rules
issued by SAMA at all times.

V) pen & Ll

23. Significant Shareholders shall be of Asllly Arad) (593 o patlusall JUS 0% o e yy
good conduct and reputation, @l G saa 3 058 Yy adudl L) gl )
financially sound, with no convictions AL Gyl A1 el LS, Aala: (‘LSJ atia

related to committing any action . ) ) . o )
involving moral dishonesty or 3 gl Lpall ASlaall A il lly Aaasdd dillie
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24.

25.

contravention of laws in the Kingdom
of Saudi Arabia or any other
jurisdiction.

SAMA’s prior written non-objection
must be obtained before appointing
persons to any the following:

a) Members of the Board
b) Members of the Board committees

c) Chairman of the Board and Chief
Executive  Officer  (following
SAMA’s non-objection on their
appointment as Board members)

d) Secretary of the Board

e) Members of Senior Management,
as defined in Article (5) of This
Regulation

The nominated persons shall not
assume their roles (whether transitory
or permanent) before obtaining
SAMA'’s written non-objection, except
for persons acting in the capacity of a
manager during his non-presence as
long as the non-presence period does
not exceed a maximum of (30) days.
Furthermore, SAMA’s prior written
non-objection must be obtained for
acting in the capacity of a manger for
a period more than thirty days,
provided that it does not exceed six
months and can be extended once,
subject to SAMA approval.

The Company shall request SAMA’s

SAMA'’s non-objection on
appointments to the positions
specified in Article (2¢) of This

Regulation at least (30) business days
prior to the proposed appointment
date (the date of general assembly for
board nominations) and provide
SAMA with the following documents:
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26.

27.

28.

a) Curriculum Vita for the candidate

b) The designated fit and proper
questionnaire duly completed by
the candidate and certified by the
Company

c) Any other information or
documents requested by SAMA

The Company shall notify SAMA
within (5) business days when any of
the persons specified in Article (2¢) of
This Regulation permanently stops
assuming his role for any reason and
clarify the reasons for stopping.

Board members, Board committees
members, and members of Senior
Management are responsible to notify
SAMA of any information or material
changes affecting the completeness or
accuracy of the information provided
in the designated fit and proper
questionnaire within (3) working days
from obtaining the information or
from the occurrence of the change.

The Company shall have formal and
rigorous standards and procedures to
continuously monitor and assess the
fitness and propriety of Board
members, members of Board
committees, members of Senior
Management, in accordance with the
requirements of Article (22) of This
Regulation, and shall immediately
notify SAMA of any information or
circumstances that may be relevant to
assessment of fitness and propriety of
these persons.

Independence

29.

The governance structure of the
company shall support independent
decision making throughout the
organization by, for example,
establishing clear separation of duties
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30.

between the Board and the
Management, enhancing the
independence of control functions,
and controlling the risk of conflict of
interest.

The Board should Ileverage the
services of independent external
parties to provide assurance on the
adequacy and effectiveness of the
governance structure and process of
the Company and on other technical
areas where the Board might lack
relevant expertise.

Conflict of Interest

31.

32.

The Company shall take reasonable
measures to identify cases of potential
conflict of interest and 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 subject to SAMA’s non-objection.
Members of the Board and Senior
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 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
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33.

34.

assembly, when convened, of the
activities and contracts 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, without a prior
authorization of the general assembly,
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.

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, in the earliest

opportunity

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

c) refrain from voting in decisions
related to dealing 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 interest, and
shall attach to such notification a
special report prepared by the
company’s external auditors.
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35.

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 interest, including the line of
business, size, and associated losses if
any.

Remuneration

36.

37.

38.

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 propose the
remuneration package for the Board,
based on the recommendations of
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
presented 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 policy, as per Article
(11) of This Regulation, covering all
levels and 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
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stability of the Company)

b) Structure of the compensation Ay B L) Glageally Gkl U S (@
system. (including 'key Tay pe Ly il Zed)ll sl
determinants of compensation, . .
alignment of compensation with (& @rblaa
risk taking, etc.)

c¢) Determinants of the mix of aliall) Gliayeailly Gl jalie Class (2
remuneration components (fixed (A Al ey AL ey e aial, B0

and variable components; cash
and non-cash benefits, etc.)

d) Linking  compensation  with VL il gally B Ly, (o
performance

39. The Board shall be responsible to Ky sime O e XU oY) Galae ey W7
ensure that the compensation level il guilly IS
and structure:

a) are fair de (I

b) are aligned with Company’s 4S8 Calaaf ae (3853 (0
objectives

c) encourage prudent behaviors and sblae Al aaes sad)) Glyladl e sy (7

does not induce ta.king high risk Tl e Gy s2all 5ymd Sl iadl Alle
transactions to achieve short-term

profits, and it complies with the ool G Badinal 48,30 haliae s
Company’s risk management
policy approved by the Board

d) do not cause any conflict of S o als e pllad) 8 lajld o ¥ (2
interest that might negatively 3,80 51 e L
impact the Company’s '
performance

e) achieve  the  interests of Cnatlally agd Gasall mllias Giad ) Gag (2
policyholders, shareholders and adl) Ak a5y 3,80 Gilaal,
the Company’s long-term o
objectives

40. The Company shall have a leailase ol sl Sl 45580 ol 0 of any L
performance measurement system in
place to evaluate and measure the
performance of its employees at
various levels in an objective and s gaals diw elal e paity Yy Jyshall
formal manner. Performance
measurement of Senior Management,
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41.

42.

43.

in particular, shall be based on longer-
term performance of the Company
and not only one year’s performance.

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, risk
management, and compliance) shall
be designed to ensure objectivity and
independence of these functions. In
this regard, it should be ensured that
performance  measurement  and
determination of compensation of
such employees are not dealt with by
executive management.

Members of the Board and Senior
Management (except sales managers)
shall not receive any commission or
rewards on sales-related activities
(e.g. production). Furthermore, no
variable component of the
compensation for members of the
Board and Senior Management
(except for sales managers) shall be
directly based on premium volume.

Part 3: Specific Provisions

Section 1: Shareholders

44.

The  Company  shall provide
shareholders with comprehensive,
adequate, accurate, and timely

information to enable them to exercise
their rights efficiently, and ensure that
all shareholders receive equitable
treatment.
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45. The Company shall take necessary
procedures to encourage minority
shareholders and non-institutional
shareholders to fulfill their roles as
shareholders of the Company.

46. 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) and to SAMA should it be
necessary.

Section 2: Board of Directors
Chairman of the Board

47. The Board shall elect, by a majority
vote of all Board members, one of its
Non-executive Members as Chairman
of the Board, after obtaining SAMA's
written non-objection, and another
Non-executive Member as Vice-
chairman for the term of the Board.

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

49. 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:

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
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50.

51.

52.

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 Chairman of
the Board shall be restricted to his
supervisory role shall not extend to
the executive responsibilities reserved
for the CEO.

The Chairman shall ensure that the
Board  conducts its  activities
responsibly without unduly
interfering with the Company’s
operational activities.

The Board can, by a majority vote of
all Board members, dismiss its elected
Chairman at any time.

Members of the Board

53.

54.

55.

The Board shall be of efficient size.
The number of Board members must
not be more than (11) or less than (5)
members on 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 (3) if the Board is composed
of (9) members or less, and four if the
Board is composed of more than (9)
members.

Members of the Board shall
collectively have the appropriate
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diversity with respect to EN e Cilina b cllealls 5ally dpeally CDlasall

qualifications, knowledge, experience, . Coee vt e . -
a1 . Fluay guac A o) g WS LASGED Jlae
and skills in the various areas of the G - PO Dl d

Company's business and operations. Ahilly Blealy 5plls Apally COazall o 2Dl
In addition, each individual Board Jlad U< 4l gisay 05 ALl
member must possess an appropriate

level of qualifications, knowledge,

experience, skills, and the integrity to

effectively perform his role and

discharge his responsibilities.

56. Board members shall not be members &8 e A5,30 3y (ulae gme (6 O sa Y Lo
of the board of d1re<':t0rs Or managers il e el sale) /s el 25,8 3] s
of any other local insurance and/or P
reinsurance company. e e

57.  The Company shall have formal and Clelaly sulaey clubn 48,80 Al & of sy L0V

transparent policies, standar@s a_nd G5 DY) e dgpune) sl AliZs Amgd
procedures, for Board nomination

that are approved by the general Anzall g 3555 alall Lmanll Lle
assembly and communicated to
SAMA.

58. The Board nomination process shall odae eloactyl i eyl awlb o sy L0A
take into account the following;: b L lieYl A syl

a) Allowing sufficient time for Gpanl mijll il aoil 8IS cdy elhae)
receiving nomination proposals SO
for Board memberships T

b) Reviewing nomination proposals clll duhy clikdl, clasll sl LU (e

for Board memberships by the e Gigs B odae Aypmel migl

nomination and remuneration
. . Al Caly el - IR
committee and documenting any b3 Shaasilly sl

findings and recommendations

c) Obtaining SAMA’s written non- i Al Al dailes a2 Lo Jsasll (7

objection prior to the appointment Ll elac] e ol el
of any Board member ' T

d) Providing  shareholders  with el Jon 48 Glaglaay uaaludd) 353 (o
adequate information on e et tE 5c s a5 .

. e Cygeaill J8 A0 agilBley agdlas
candidates’” qualifications and e e 7
relations with the Company prior
to voting

pladl

e) Applying the accumulative voting & gl die S Cygeatll Cglud slaie] (4

method when voting in. fche $IY1 e o linc st e alel) Zoneal
general assembly for appointing

Board members
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59.

60.

61.

62.

63.

The Company must notify SAMA
when a nomination proposal for
Board membership is being rejected
and must specify the reasons for the
rejection.

The number of Board candidates
presented to the general assembly for
voting shall exceed the number of
available seats in order - to provide
the general assembly the opportunity
to select among several candidates. In
particular, the number of Non-
executive Independent candidates
shall exceed the seats reserved for
independent members by at least fifty
percent.

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.

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 predecessor’s term,
provided that such appointment is
presented for approval in 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 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 undergo periodic
trainings, as needed, on relevant areas
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64.

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 Board shall include but not be
limited to the following;:

a) Providing strategic guidance to
the Company, including setting
objectives  and  formulating
strategic plans

b) Supervising the implementation
of strategic plans and major

transactions
c¢) Approving key policies and
procedures and regularly

reviewing and updating them

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

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

f) Selecting the CEO and other
members of Senior Management,
and replacing them (if needed),
and overseeing their succession
planning

g) Supervising Senior Management
and monitoring the Company’s
performance against the
performance objectives set by the
Board
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65.

66.

67.

68.

69.

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

i) Ensuring that the interests of the
policyholders are being protected
at all times

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

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

The Board shall grant the audit
committee the appropriate level of
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 internal auditors’ 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
act on a fully informed basis, in good
faith, with due diligence and care, in
compliance with the applicable laws
and regulations, and in the best
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70.

71.

72.

73.

74.

75.

interest of the Company’s
shareholders, policyholders, and
other Stakeholders.

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.

Members of the Board and its
committees are prohibited from
disclosing to shareholders or the
public 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.

Members of the Board shall be easily
communicate with the committee
members, members of Senior
Management, other managers, and
staff when necessary.

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

The Board shall meet following an
invitation by the Chairman or upon a
request made to the Chairman by two
of its members. All Board meeting
shall be held in the company’s head
office.

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
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76.

77.

78.

79.

80.

81.

the request of the non-executive
members holding the meeting.

In addition, Non-executive
Independent Members should be
granted the opportunity to hold
meetings that are solely attended by
Independent members.

Minutes of the Board meetings shall
be recorded, signed by Board
members attending the meeting and
the secretary of the Board, and
entered into the official register that is
signed by the Chairman and the
secretary.

Minutes of the Board meetings shall
indicate meeting attendance, topics
discussed, major deliberations, voting
process, objections and abstention
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.

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
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82.

83.

84.

b) Resignation of the Board member
c) Death of the Board member

d) Becoming mentally ill in a way the
could limit his ability to properly
perfom his 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
a priori by the general assembly)

h) Failing to attend (3) meetings that
were held within one year without
a legitmate and acceptable reason

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

The general assembly reserves the
right to terminate the membership of
any Board member at any time based
on voting.

SAMA must be notified when a
member of the Board resigns or when
his membership is being terminated
for any reason other than end of
appointment term, while observing
applicable disclosure requirments.

The Board is accountable to the
shareholders, regulatory and
supervisory  bodies, and other

Stakeholders.
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Secretary of the Board

85.

86.

87.

The Board shall, after obtaining
SAMA’s written non-objection,
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 duties
of Secretary shall include but not be
limited to the following;:

a) Arranging the Board's activities

b) Communicating meeting
schedules to Board members

c) Arranging meetings of the Board
and recording minutes of the
meetings

d) Maintaining an archiving system
for all documents of the Board
(including minutes of meetings) at
the Company’s head office

e) Assisting Board members and
providing them with the support
and information they need to
perform their roles
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88.

89.

90.

91.

f) Ensuring the Company's
governance practices are in
accordance with applicable laws
and regulations and  with
Company's code of corporate
governance

The secretary shall give advance
notices and sending meeting agendas
with any relevant materials to the
Board members and ensure their
delivery no later than (10) working
days prior to the meeting.

The secretary shall circulate draft
minutes to all attending members
within (10) working days after the
meeting and collect their comments
and feedback before the minutes is
presented for signing.

The compensation of the secretary

shall be determined by the
Nomination and Remunration
Committee.

The secretary of the Board reports to
the Chairman.

Section 3: Board’s Committees

92.

93.

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 an executive committee, an
audit committee, a nomination and
remuneration committee, a risk
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94.

95.

96.

97.

management committee, and an
investment committee.

For each Board committee, the Board
shall approve terms of reference,
which defines for every committee its
authority, roles and responsibilities,
composition, appointment and
dismissal of members, tenure,
meeting and reporting procedures,
and other rules governing its
activities.

Board committees shall operate in a
manner similar to that of the Board. In
particular, Articles 68, 69, 70, 71, 74,
76, 77, 88, and 89 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

98.

99.

100.

101.

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 it activities.

The executive committee may be
composed of Board members and
others . It shall include between (3) to
(5) members.

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

102. The executive committee reports to

Board.

Nomination and Remuneration
Committee

103.

104.

The Board shall form a nomination
and remuneration 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 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 requirments 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

c) Regularly evaluating the structure
and composition of the Board and
its committees and determining
their points of weakness and
recommending remedies
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105.

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

e) Drawing clear policies regarding
the indemnities and
remunerations of members of the
Board, the Board committees, and
Senior Management

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

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

h) 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

i) Reviewing the compensation
plans for members of Senior
Management

j) Overseeing the induction program
and periodic trainings of Board
members

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

The nomination and remuneration
committee shall be composed only of
Non-executive Board Members, with
minimum of (3) members. The
chairman of the nomination and
remuneration shall be an Independent
Board Member.
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106.

107.

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

The nomination and remuneration
committee reports to Board.

Audit Committee

108.

109.

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 Board.

The code of corporate governance of
the Company shall define the roles
and responsibilities of the audit
committee and the manner in which it
discharge 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

110.

111.

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.

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
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112.

113.

Company

b) Overseeing the risk management
system and  assessing its
effectiveness

c) Defining a comprehensive risk

management strategy for the
Company and overseeing its
implementation

d) Reviewing risk management
policies

e) Periodically  reviewing  and

updating the risk management
strategy by taking into account
developments that are internal
and external to the Company

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

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

h) Advising the Board on issues
related to risk management

The risk management committee shall
be composed of at least (3) members
with appropriate financial and risk
management knowledge.

The risk management committee

reports to the Board.

Investment Committee

114.

115.

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 investment
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committee.

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 quarterly basis

b) Reviewing the performance of
each asset class

c) 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 any
other applicable laws and
regulations

116. The investment committee shall be
composed of at least (3) members
who collectively have sufficient
expertise to understand the important
issues related to investments by an
insurance company.

117. The investment committee reports to
the Board.

Section 4: Control Functions

Risk Management Function

118. 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.
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119.

120.

121.

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 Company’s risk
profile

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

The risk management function shall
conduct its activities in accordance
with the risk management regulation
and any other regulatory or
supervisory requirements issued by
SAMA.

The risk management function must be
independent from all operational
functions of the Company.
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122.

123.

The  number, knowledge, and
experience of employees within the
risk management function shall
commensurate with the nature, scale
and complexity of the Company’s
business. Notwithstanding, the
Company shall at least have (2) risk
management officers: one for general
and health insurance and one for
protection and savings insurance.
Companies that practice only general
and health insurance or only
protection and savings insurance can
have one risk management officer.

The risk management function reports
to the risk management committee.

Internal Audit Function

124.

125.

The internal audit function is
responsible for evaluating, and
recommending actions to improve the
adequacy and effectiveness of internal
controls, policies, processes, and
reporting procedures, and the extent
of adherence to them.

The code of corporate governance of
the Company shall define the roles
and responsibilities and structure of
the internal audit function.

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

a) Establishing an internal audit plan
to examine and evaluate the
adequacy and effectiveness of

Company’s internal  controls,
policies,  processes, reporting
procedures and  regulatory
compliance

b) Implementing the internal audit
plan after it is approved by the
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126.

127.

128.

129.

130.

131.

audit committee

c) Ensuring that all material
activities are audited over a
reasonable period of time

d) Reporting findings and
recommendations to the audit
committee, and following up on
actions taken to comply with
findings and recommendations

e) Coordinating  with  external

auditors

Findings and recommendations of the
internal auditors shall be given due
consideration by the audit committee
and the Board.

The number, knowledge, and
experience of employees within the
internal audit function shall

commensurate with the nature, scale
and complexity of the Company’s
business. In all cases, the internal
audit function shall not be composed
of less than one person, who
possesses proper financial
background and has a professional
certificate in this discipline.

The internal audit function must be
independent from all operational
functions of the Company.

The internal audit function shall have
complete and unrestricted access to
any information relevant for the
performance of its tasks. This includes
access to all documentations,
activities, and the right to
communicate with any staff of the
Company.

The internal audit function shall
report directly to the audit committee.

The audit committee shall evaluate
the performance of the internal audit
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function and determine the

remuneration for its staff.

Compliance Function

132.

133.

The compliance  function s
responsible  for monitoring the
Company’s compliance, at all times,
with all applicable laws, regulations,
and rules issued by SAMA and other
related regulatory bodies, and take
necessary 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.

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

a) Monitoring regulatory
developments and issuance of
laws, regulations, and rules and
taking actions to comply with

them
b) Conducting regulatory
compliance reviews and

compliance risk analyses

c) Establishing, implementing, and
maintaining compliance policies,
procedures, and controls, and
introducing them to employees

Providing training to employees
on compliance-related subjects,
including, but not limited to
compliance  with laws and
regulations, anti-money
laundering, combating terrorism
financing, anti-fraud, and other
applicable regulatory and
supervisory requirements

e) Evaluating the adequacy and
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134.

effectiveness of the compliance
system of the Company on a
regular basis, and verifying
compliance with all applicable
laws, regulations, and rules by all
units and staff

f) Designing ways to detect,
investigate, and address any cases
of non-compliance or violations
and informing employees with
respect to their obligations under
applicable laws, regulations and
internal procedures

g) Regularly reviewing indemnities
and claims to which technical
standards for payment of claims
do not apply, and reporting them
to the audit committee

h) Reporting to the audit committee

the progress made on all
regulatory compliance projects
and tasks

i) Reporting to the audit committee,
and to SAMA, any violations and
material regulatory compliance
issues

j) Maintaining a direct and effective
contact with SAMA and providing
it with the information and
documents it requests

The compliance function shall put in
place mechanisms to encourage
employees’ reporting of irregularities,
compliance concerns and potential
violations (i.e., whistle blowing). The
compliance function should allow
employees’ reporting  to  be
anonymous if needed. In addition, a
robust anti-retaliation policy shall be
in place to protect employees who
make reports in good faith. The
compliance function shall examine the
reports carefully, and communicate
reports and findings to the audit
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135.

136.

137.

138.

139.

140.

committee and SAMA.

The number, knowledge, and
experience of employees within the
compliance function shall
commensurate with the nature, scale
and complexity of the Company’s
business. In all cases, the compliance
function shall not be composed of less
than one person, who has appropriate
expertise ~ and  knowledge  of
applicable laws, regulations, and
rules.

The Company shall provide the
compliance  function  with  the
necessary resources in order to allow
it to perform its role effectively.

The compliance function shall be
independent from all operational
functions of the Company.

The compliance function shall have
complete and unrestricted access to
any information relevant for the
performance of its tasks. This includes
access to all documentations,
activities, and the right to
communicate with any staff of the
Company.

The compliance function reports
directly to the audit committee.

The audit committee shall evaluate
the performance of the compliance
function and determine the
remuneration for its staff.

Section 5: Responsible Actuary

141.

The Responsible
discharge his responsibilities
stipulated in Article (20) of the
Implementing Regulations and in
accordance with the requirements of
the Actuarial Work Regulation for
Insurance and Reinsurance
Companies issued by SAMA.

Actuary  shall
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142.

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

Section 6: Senior Management

143.

144.

Senior Management is 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 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

activities

day-to-day

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

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

e) Record keeping and audit trails

f) Acting on the Board’s instructions
and reporting to the Board
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145.

146.

147.

148.

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 description specifying its roles
and responsibilities, specifications or
qualifications, reporting lines, key
role interactions, authority, and
authority limits.

Members of 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
for the required position.
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