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SECTION-INTRODUCTION

PURPOSE

The Audit Committee is a committee of the board of directors of Al Khalij Group for the purpose of
reviewing and monitoring financial reporting, internal control systems, audit responsibilities and
internal and external audit matters.

SCOPE

1.0 Binding Policy

These terms of reference are binding for al khaliji Group and its employees. al khaliji Group must
adopt and implement these terms taking into consideration their local corporate governance
structures, organization and legal and regulatory requirements without undue delay.

2.0 Relationship with al khaliji Group Policies and Guidelines

Upon adoption and implementation of these terms by al khaliji Group, the corporate governance
policies and guidelines become subject and supplemental to this Policy.

DEFINITIONS
Word/Term Definition
al khaliji Al Khalij Commercial Bank (al khaliji) Q.S.C.
al khaliji Group al khaliji and its subsidiaries and branches inside and outside Qatar

The Committee

The Audit Committee of the Board

CCL

Commercial Companies Law

QFMA Qatar Financial Market Authority
QE Qatar Exchange

QCB Qatar Central Bank

Board Board of Directors of al khaliji
AOA Articles of Association

MOA Memorandum of Association
CG Corporate Governance
Chairman Chairman of al khaliji Board
CEO Chief Executive Officer

AGA Annual General Assembly

EGA Extraordinary General Assembly

Chairperson

The Chairperson of the Board Audit Committee

Directorship term

The term during which the director serves as member on al khaliji Board
as stipulated in al khaliji AOA or any other applicable law

CS

Company Secretary

CGNC

Corporate Governance & Nomination Committee

LEGISATIVE CONTEXT
These terms of reference shall be read and interpreted in parallel with the Corporate Governance
Framework of al khaliji, and the Corporate Governance regulations stipulated under the CCL, QFMA

CG Regulations, QCB CG Instructions and anyotherappl i cabl e policy approved

al khaliji
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SECTIOIR O TERMS OF REFERENCE

CONSTITUTION AND MEETINGS

Appointed by: The Board Directors of Al Khalij Commercial Bank (al
khaliji) Q.S.C

Reporting Line: The Committee Chairperson shall report directly to the
Board.

Chairperson

13

Chairperson: The Committee Chairperson shall be one of the members
of the Committee, nominated by the Chairman of the Board and endorsed
by the Board.

Board

14

Members: Members of the Committee shall be appointed by the Board, in
accordance with the Nomination Policy of al khaliji Group stipulated under
the TORs of the Board. The Audit Committee shall comprise not less than
three members. The Chairperson and all members of the Committee
shall be independent Non-Executive Directors. The Chairman of the Board
shall not be a member of the Committee. All members should be
financially literate at their time of appointment and at least one Member,
preferably the Chairman, should have significant, recent and relevant
financial experience. In all cases, no person who works for or had worked
for the external auditors of the company during the last two years, may be
member of the audit committee

Board

15

Independence: The Board shall determine whether a director is
independent in character and judgment and whether there are
relationships or circumstances which are likely to affect, or could appear
to affect, t he di r e.cn al ca8es, the mjepeadent
Member shall satisfy the requirements stipulated under the findependent
Me mber 0 dirtheiTORstofithe Board of Directors.

Board

1.6

Appointments: Appointments to the Committee shall be for the duration
of the directorship term of the members unless it is otherwise decided by
the Board, provided the Member remains an Independent Non-Executive
Director during such term

Board

1.7

Evaluation: The Board or Board delegated sub-committee will evaluate
the performance of Members and determine and review their salaries,
incentives and bonuses.

Board

1.8

Meetings: The Committee shall meet regularly and when requested, at
least once every three months to review the quarterly financial reports and
it should note all the deliberations in proper minutes. Additional meetings
may be called, as required, at the request of:

The Chairperson;

Any Member;

The Group CEO;

Group Head of Internal Audit (not acting head);
Chief Risk Officer;

Person in charge of Corporate Governance; and
The External Auditor

=4 =8 =8 -8 -8 -4_-9

CS

1.9

Quorum: Two Members shall constitute the Quorum. Attendance via
audio, video conference through telephone, internet or other technologies
is permissible to meet the Quorum.

CS

al khaliji

Terms of Reference of Board Audit Committee (V.3)
For internal use only

Page 3 of 12




ecision Making: Majority of quorum, except for resolutions passed by
email circulation, where consent of two members should shall be
sufficient, provided that all resolutions passed by circulation are endorsed
at next Committee meeting. In cases where only two Members are
present, decisions shall be made unanimously. In the event where there is
any conflict of interest bet ween
the Boarddés resolutions, i n o ldom ihae
Committeeds recommendation on the
include in the annual Corporate Governance Report a comprehensive
statement clarifying the recommendations and the reason(s) for not
observing such recommendation.

CS

111

Attendance: Only the Members shall be entitled to attend Committee
meetings. The Group Head of Internal Audit shall attend all committee
meetings as may be required by the Chairperson, without voting right. By
invitation from the Chairperson, any of the following may also attend:

1 Any Director of the Board, including the Board Chairman and Vice-
Chairman;

Group CEO;

Any member of the Senior Management;

Chief Risk Officer;

Chief Finance Officer;

Person in charge of Corporate Governance;

Group Head of Legal;

Group Head of Compliance; and

External auditor.

E R |

Other relevant or expert persons may be invited to attend as and when
appropriate.

The Committee will meet at least once annually with the external auditors
and the Group Head of Internal Audit without other management being
present to discuss matters r elissties
arising from the audit.

Cs

1.12

Secretary: The Company Secretary or nominee shall be the Secretary of
the Committee. The secretary shall circulate the agenda and supporting
documentation to the Audit Committee members a reasonable period in
advance of each meeting

CS

1.13

Notice of Meetings: Meetings of the Committee shall be summoned by
the Company Secretary or nominee at the request of any of its Members
or at the request of external or internal auditors, or at the request of other
persons stated in paragraph 1.8 if they consider it necessary. Unless
otherwise agreed, notice of each meeting confirming the venue, time and
date together with an agenda of items to be discussed, shall be forwarded
to each Member and any other person required to attend, no later than
five working days before the date of the meeting. Supporting papers shall
be sent to Members and to other attendees as appropriate, at the same
time. Notices may be sent to Members and invited by e-mail, facsimile or
post mail.

CS

1.14

Minutes: The Company Secretary or nominee shall minute the
proceedings and resolutions of all meetings of the Committee, including
recording the names of those present and in attendance. Attendance via
audio, video conference or telephone shall be explicitly recorded in the
Minutes. Resolutions may be passed by e-mail circulation. Minutes of
resolutions by circulation shall signed by the Company Secretary. The
Company Secretary shall ascertain, at the beginning of each meeting, the
existence of any conflicts of interest and minute them accordingly. The
Minutes will be circulated via e-mail or facsimile transmission and shall be
signed jointly by the Chairperson and the Company Secretary. The

CS
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ollowing each meeting of the
Committee by the Chairperson. The Minutes shall be included in the
agenda of the first meeting of the Board immediately following the
Committee Meeting, whether for information of or formal approval by the
Board of the Decisions made by the Committee.

1.15

External Advice: The Committee may seek appropriate independent
professional adviceatt he Companyds expense as
necessary.

CS

1.16

Training: The Members will be given induction and continuing training,
which should cover, among other things, the role of internal and external
audit,

CS

1.17

Board Meeting Attendance: The Chairperson, or in his absence, his
delegated deputy, shall attend the Board Meeting at which the financial
statements are approved.

Chairperson

1.18

AGA: The Chairperson, or in his absence, his delegated deputy, shall
attend the AGA prepared to respond to any shareholder questions on the
Committeebs activities

Chairperson

DUTIES & RESPONSIBILITIES

Remit: The Committee should carry out the duties below for al khaliji
Group, as appropriate.

Committee

2.2

Financial Reporting: The Committee shall meet quarterly with the
External Auditors, Internal Auditors, Chief Financial Officer and CEO to
review the annual, semi-annual and quarterly financial statements of al
khaliji Group and recommend adoption to the Board. In this regard, the
Committee shall monitor integrity of the financial reports and statements of
al khaliji Group, including its annual and interim reports, preliminary
r e s uahnowmd@ements and any other formal announcement relating to its
financial performance, reviewing significant financial reporting issues and
judgments which they contain. The Committee shall also review summary
financial statements, significant financial returns to regulators and any
financial information contained in certain other documents, such as
announcements of a price sensitive nature prior to submission or
publication. The Committee shall review and challenge where necessary:

Committee

a) The consistency of, and any changes to, accounting policies both on a
year on year basis and across al khaliji Group;

b) The methods used to account for significant or unusual transactions
where different approaches are possible;

c) Whether the company has followed appropriate accounting standards
and made appropriate estimates and judgments, taking into account
the views of the external auditor;

d The clarity of di sclosure in th
context in which statements are made;

e) All material information presented with the financial statements, such
as the operating and financial review and the corporate governance
statement (insofar as it relates to the audit and risk management); and

f) The Committee shall comply with all applicable provisions of the Qatar
Central Bank and the rules and regulations of the Qatar Exchange and
other regulations as applicable to al khaliji Group, including those
related to independence.

2.3

Whistle blowing: The Committee shall review al khalij
arrangements for its employees to raise concerns, in confidence, about
possible wrongdoing in financial reporting or other matters. The
Committee shall ensure that whistle blowing process is regularly
communicated and well understood within al khaliji Group. The Committee

shall ensure that these arrangements allow proportionate and

al khaliji

Terms of Reference of Board Audit Committee (V.3)
For internal use only

Page 5 of 12




independent investigation of such matters and appropriate follow-up
action, all in accordance with the Group Whistle-blowing Policy of al khaliji

Group.
2.4 Internal Controls:
a) Review statements of internal control systems to be included in the
Groupds annual report prior to

external auditors;

b) Ensure that management has developed and followed an adequate
system of internal controls. Discuss internal control systems with the
management and ensure that the management performs its duties
towards the development of effective internal control system;

¢) Understand the controls and processes implemented by management
to ensure that the financial statements derived from the underlying
financial systems, comply with the relevant standards and
requirements, and are subject to appropriate management review;

d) Evaluate the overall effectiveness of the internal control and risk
management frameworks and consider whether recommendations
made by the internal and external auditors have been implemented by
management;

e) Consider how management is held to account for the security of
computer systems and applications, and the contingency plans for
processing financial information in the event of a system breakdown or
to protect against computer fraud or misuse; and

f) Examine investigation results related to the internal control issues
assigned by the Board or executed by the committee under the
approval of the Board.

2.5 Internal Audit: The Committee shall:
a) Monitor and review the effectiveness of a | k hal iipternal@udid
function in the context of a | k hal i pverall @sk ananagement
system;

b) Approve the appointment and removal of the Group Head of Internal
Audit function; subject to QCB prior approval of the appointment

c) Consider and approve the remit of the internal audit function and
ensure it has adequate resources and unrestricted access to, and
obtain copies of, any information to enable it to perform its function
effectively and in accordance with the relevant professional standards;

d) Ensure that internal audit function has adequate standing and is free
from management or other restrictions, and no limitations are made;

e) Ensure fairness and make independent assessment of the
performance, remuneration and bonus of the Group Head of Internal
Audit and the audit department;

f) Review and assess the annual internal audit plan;

g) Ensure that the internal audit function is not subject to undue
influence. It will discuss with the Group Head of Internal Audit whether
any difficulties were encountered in exercising any of the functional
duties and responsibilities, or any restrictions on the scope of activities
or access to requested information, and disagreement with
management on any significant issue;

h) Review promptly all reports on the company from the internal auditors;

) Review and monitor managementds
recommendations of the internal auditor;

i) Enquire of the Group Chief Executive Officer, and any other member
of the executive team as to the existence of any significant deficiencies
in the design or operation of t
may adversely affect the operation of al khaliji Group;

k) Meet the Group Head of Internal Audit, at least once a year, without
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management being present, to discuss manageme nt 6 s r e mi
issues arising from the internal audits carried out; and

[) Group Head of Internal Audit shall always have the right of direct
access to the Chairperson of the Committee and the Committee
members.

2.6 External Audit: The Committee shall:

a) Consider and make recommendations to the Board, to be put to
shareholders for approval at the Annual General Assembly, in relation
to the appointment, re-appointment and removal of al khalijib s e x
auditor; subject to QCB prior approval

b) The Committee shall oversee the selection process for new auditors
and if an auditor resigns, the Committee shall investigate the issues
leading to this and decide whether any action is required;

c) Shall pre-approve audit and non-audit fees and services, as well as
oversee the external auditoroés p

d) Adopt a contracting policy with the external auditors, provided that all
issues requiring any special measures and recommendations on the
procedures or steps to be followed are presented to the Board;

e) Supervise and track the independence and objectivity of the external
auditors and discuss the nature, effectiveness and scope of the
auditing process with them, in accordance with the international
auditing standards and the IFRS;

f) Supervise accuracy and fairness of the financial statements and the
annual, semi-annual and quarterly reports as part of the committee
action and after closing the quarterly account; review those statements
and reports and concentrate mainly on:

i. Any changes in policies and applications/practices related to the
accounting;

ii. Aspects controlled by estimative provisions imposed by the senior
executive management;

iii. Main amendments resulting from the auditing;
iv.  Successful continuity of al khaliji Group business;

v. Observance of the accounting standards set by the different
regulators;

vi. Observance of the Market listing rules; and

vii.  Observance of the disclosure rules and other requirements related
to the preparation of the financial reports.

g) Oversee the relationship with the external auditor including (but not
limited to):
i. Approve of their remuneration, whether fees for audit or non-audit
services and that the level of fees is appropriate to enable an
adequate audit to be conducted;

ii. Approve of their terms of engagement, including any engagement
letter issued at the start of each audit and the scope of the audit;

iii. Assess annually their independence and objectivity taking into
account relevant Qatari professional and regulatory requirements
and the relationship with the auditor as a whole, including the
provision of any non-audit services;
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Satisfy itself that there are no relationships (such as family,
employment, investment, financial or business) between the auditor
and the company (other than in the ordinary course of business)
which may result in bias or potential conflicts of interest;

v. Agree with the Board to a policy on the employment of former
empl oyees of t he companyoés a
implementation of this policy;

vi Monitor t he auditor6s compl i a
professional guidance on the rotation of audit partners, the level of
fees paid by the company compared to the overall fee income of
the firm, office and partner and other related requirements;

vii.  Assess annually their qualifications, expertise and resources and
the effectiveness of the audit process which shall include a report
from the external auditor on their own internal quality procedures;

viii. Meet regularly with the external auditor, including once at the
planning stage before the audit and once after the audit at the
reporting stage. The Committee shall meet the external auditor at
least once a year, without management being present, to discuss
their remit and any issues arising from the audit;

ix. Review and approve the annual audit plan and ensure that it is
consistent with the scope of the audit engagement; and

X. The Committee should consider and decide whether or not the
Groupds external audi t eaudd ses/ibes forl
al khaliji Group.

h) Ensure appropriate coordination between internal auditors and
external auditors and availability of the necessary resources;

i) Review the findings of the audit with the external auditor. This shall
include, but not be limited to, the following:

i. Adiscussion of any major issues which arose during the audit;
ii.  Any accounting and audit judgments;

iii. Levels of errors identified during the audit and the effectiveness of
the audit;

iv. Review any representation letter(s) requested by the external
auditor before they are signed by management;

v. Review management l etter and r
auditords findings and recommen

vi. Develop and implement a policy on the supply of non-audit services
by the external auditor, taking into account any relevant ethical
guidance on the matter; and

vii. Meet separately with the external auditors to discuss any matters
that the committee or auditors believe should be discussed
privately. Ensure the auditors have access to the chairperson of the
audit committee when required.

2.7 Reporting Responsibilities: The Chairperson shall: Chairperson
a) Report formally to the Board on its proceedings after each meeting on
all matters within its duties and responsibilities;
b) Make whatever recommendations to the Board deemed appropriate
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on any area, including internal control and governance issues, within
the remit of the Committee where action or improvement is needed;
and

c) Compile a report to shareholders on the activities of the Committee to
be included in the companyds ann

2.8 Other responsibilities:

a) Receive the QCB I nspector so0 thHRerpmarkd and | Compliance
violations and ensure the implementation of adequate mitigation Officer
actions. The Committee should ensure that a documented response
is prepared by the Compliance Officer, signed by the Chairperson of
the Committee and submitted to the Banking Control Department at
QCB. A copy of the report should be sent to the general manager of
the Bank.

b)

2.9 Compensation: The Board of Directors or any delegated Board sub- | cs
committee determines the amount of any fees, if any, that the Committee
members receive for their services. These fees can include retainers or
per meeting fees. The Committee members cannot receive any
compensation from al khaliji Group except the fees they receive for their
services as members of the Board of Directors or any committee of the
Board of Directors, and except for reimbursement of their expenses.

2.10 i Other matters: the Committee shall:

a) Have access to sufficient resources in order to carry out its duties, | CS
including access to the company secretariat for assistance as
required;

b) Be provided with appropriate and timely training, both in the form of
an induction programme for new members and on an ongoing basis
for all members;

c) Give due consideration to laws and regulations applicable group wide
and ensure these are covered within the internal audit programmes;

d) Be responsible for co-ordination of the internal and external auditors;

e) Oversee any investigation of activities which are within its terms of
reference and act as a court of the last resort;

f) Consider and examine such other matters as the Board requires, the
Committee considers appropriate, or which are brought to its
attention, and to make recommendations or reports to the Board as
appropriate;

g) Understand financial reporting risks that may be threats to al khaliji
Group and periodically assess if management is adequately
managing business risk;

h) Review and approve the material changes to Audit Practices and
Instructions Manual

i) Receive reports from subsidiary audit committees in accordance with
al khaliji Group policies; and

j) At least once a year, review its own performance, constitution and
terms of reference to ensure it is operating at maximum effectiveness
and recommend any changes it considers necessary to the board for
approval

3. AUTHORITY:

The Committee is authorized to seek any information it requires from any | cs

employee of al khaliji Group in order to perform its duties; to obtain, at the

companybs expense, outside | egal
matter within its terms of reference; and to call any employee to be
guestioned at a meeting of the Committee as and when required.

4. AMENDMENTS TO THESE TERMS OF REFERENCE
The Committee may recommend to the Board or to the Corporate @ CS
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Governance & Nomination Committee any amendments to these Terms of
Reference.
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SUPPORTING DOCUMENTATION
Forms and Records Management

Form Retention Time Retention Location
Minutes of the Audit Committee meetings 10 years Company Secretary Files
Committee and Members Performance 10 years Company Secretary Files
Evaluation Forms

Related Material
Name Location Document Type
CG Framework Policy Policy Register Policy
AOA/MOA Company Secretary Corporate and historical

Files

records

TORSs of the Board of Directors

Policy Register

Policy

Applicable laws and regulations
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