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Corporate Governance Report of Al Safat Investment Co.
for the Year Ended 31 December 2020

Overview of Governance Principles

Al Safat Investment Co. strongly believes that an efficient corporate governance framework
is @ major factor in the success of its business, given its importance for boosting trust in it and
providing opportunities to enact comprehensive and sustainable changes in line with the values
of the company. That is one primary goal of the company and its management is to set a robust
and practical governance framework that takes into account the rights of stakeholders, investors
and related requirements as defined by the regulatory authorities. It should also recognize the
environmental, social, health and economic targets which we strive to achieve under the world-wide
corona pandemic and its repercussions which call for efforts to confront it and contain its present
and future risks. Al Safat Investment Co. relies on our effective risk management capabilities in
continuing to realize the main governance targets, take advantage of new opportunities and meet
the increasing demands so that we can continue our compliance with the requirements of the
regulatory authorities in the State of Kuwait.

Al Safat Investment Co. believes that its long-term success depends on good governance in addition
to effective, and leading management that would strengthen the rules of this governance.

Rule One

Building a Balanced Structure of the Board of Directors

With the fast developments in the business environment, diversifying the structure of the Board of
Directors is the major success factor in today’s world. That is why Al Safat Investment Co. Board of
Directors is comprised of experienced and skilled individuals. This makes for a balanced and positive
Board structure in the best possible manner while taking into consideration the renewed business
requirements.

The role of Al Safat Investment Co. Board of Director represents the balance point in achieving
the company’s strategic goals and therefore those of the shareholders. The Board has taken upon
itself the responsibility of complying with the good governance standards through activating and
implementing the governance rules by following the best practices and a package of policies,
procedures and mechanisms and by defining the responsibilities and duties of the Board of Directors
and the Executive Management. All this while taking into consideration the rights of shareholders,
stakeholders, clients, administration, staff, and society.

Al Safat Investment Co. Board of Directors comprises seven members elected by the company
general meeting for a 3-year term. The Board is formulated in a balanced way to be compatible with
the company’s size and activities. The majority of the members are non-executive (5 members) with
two independent members, all of whom possess diverse experiences and specialized skills which
contribute to strengthening efficiencies in decision making.
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The members of board of directors have academic qualifications, experiences and required skills
that are needed for the company’s activities according to the following schedule:

Date of election/

Director Capacity Qualifications and experience o
appointing secretary
- MBA qualification from United Kingdom
Abdullah Hamad | Chairman/ - Bachelor’s degree in public
. : o . . _ 5 May 2019
Al-Terkait Non-Executive |  Administration and Political Science.
- 15 year-experience
Fahad Abdul Vice - Master of Business Administration.
Rahman Chairman/ -Bachelor’s degree in finance. 5 May 2019
Al Mukhaizim Non-Executive | - 25 year- experience.
Abdul Muhsen - Bachelor’s degree in international
] Member/ _ .
Sulaiman ) Finance and Marketing. 5 May 2019
Non-Executive )
Al Meshan - 41 year-experience.
-Bachelor’s degree in political science
Nasser Bader Member/ ]
) and Marketing. 5 May 2019
Al Sharhan Non-Executive )
- 23 year-experience
- Master of Business Administration
) with specialization in General and
Mishal Ahmad Member/ ]
) Strategic Management. 5 May 2019
Al Jareki Independent ) _ _
- Bachelor’s degree in accounting.
- 15.5 year- experience.
- Ph.D., Master and Bachelor’s degree
Dr. Anwar Ali Member/ in civil engineering.
. , _ _ 5 May 2019
Al Naqi Independent | - Bachelor's degree in architecture.
- 43 year- experience.
Abdul Razzaq Member/ - Bachelor’s degree in civil engineering.
. : , 5 May 2019
Zaid Al Dhubayan | Non-Executive | - 16.5 year-experience
Khawla - Technical Certificate in Business
Secretary of - ,
Mohammad Administration. 23 Feb 2014
the Board )
Awad Kandeel - 23- year experience

Members of the Board of Directors dedicate sufficient time to review all tasks & responsibilities

assigned to them; they meet at the invitation of the chairman.

Annual Report 2020

—_—
\‘



18

Corporate Governance Report of Al Safat Investment Co.
for the Year Ended 31 December 2020

Summary of the Board’s Meetings:

The Board of Directors held six meetings in 2020 as shown below:

Meeting Meeting Meeting Meeting Meeting Meeting

U] @ (3) (4) (5) (6)
24/02/2020 | 30/06/2020 | 04/08/2020 | 30/08/2020 | 11/11/2020 30/12/2020

Abdullah Hamad
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Al Dhubayan

Four (4) resolutions were signed in 2020 by passing.

The manner of applying the requirements of registration, coordination and keeping

minutes of Board meetings

The Board Secretary manages and coordinates various Board activities in accordance with governance
rules. The Board Secretary is appointed or dismissed by a decision of the Board. Under supervision
by Chairman of the Board, the Secretary checks the adherence to the procedures approved by the
Board relating to exchange of information between Board members, associated Committees and
the Executive Management, as well as setting Board meetings schedules, sending invitations at
least 3 working days prior to the meetings, excluding emergency meetings. The Secretary is tasked
with transcribing the minutes of Board meetings as well as attendance of members, and ensuring
that information is delivered and distributed properly, and coordinating between Board members
and stakeholders including shareholders, various company departments and concerned employees.

Rule Two

Properly defining tasks and responsibilities

Brief note on how the company sets the policy, tasks, responsibilities and duties of each member
of the Board and the Executive Management, as well as the powers and terms of reference
delegated to the Executive Management:

alsafatinvest.com
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Al Safat Investment Co. Board of Directors is responsible for supervising the overall performance
and defining the company strategic orientation, setting its goals, approving the overall strategy and
reviewing it periodically, as well as setting the organizational and administrative structure and the
supervisory regulations of the company. In addition, the Board monitors the performance of the
Executive Management and its implementation of the approved strategy. It also monitors any conflict
of interest and deters the misuse of influence by concerned parties. The Board also shoulders the
responsibility of approving consolidated and fair financial statements which reflect the true financial
position of the company in accordance with the IFRS, as well as the responsibility for defining the
internal supervision framework as the Board deems necessary in order to prepare the consolidated
financial statements without substantial errors.

Al Safat Investment Co. has defined in detail the tasks, responsibilities and duties of each of the
members of the Board and the Executive Management, as well as the powers and terms of reference
mandated to the Executive Management through the policies and regulations approved by the
Board.

Following are the main tasks and responsibilities of the Board:

1-  Approval of the principal goals, strategies, plans, and policies of the company.

2- Approval of the annual interim budgets and the quarterly and annual financial statements.

3- Supervising the company’s main capital spending and its ownership of assets and investments.
4- Ensuring the company departments adherence to policies and procedures.

5- Ensuring the accuracy and correctness of the data required for disclosure.

6- Establishing effective communication channels to provide shareholders with access to periodic
and continuous information about the activities of the company and any relevant major
developments.

7- Structuring the corporate governance system, supervising it and following it up in general.

8- Monitoring the performance of the Board, committees, and Executive Management by using
main performance indicators.

9- Preparing the annual report to be presented to the General Assembly and formation of
specialized committees in accordance with regulatory authorities’ requirements and defining
responsibilities, rights and obligations.

10- Defining powers of the Executive Management and the decision-making process.

11- Following up the performance of the Executive Management members and ensuring their
completion of all tasks assigned to them.

12- Defining the policy of regulating the relationship with stakeholders in order to protect their
rights.

13- Preparing a mechanism for regulating the transactions with the related parties in order to avoid
conflict of interest.

14- Approval of the main risk indicators and their measurements and being prepared to take risks at
the company in order to deal with them.
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Achievements of the Board in 2020:

In line with the Boards" responsibilities in achieving the best financial and operational results and
the completion of the company strategic plan in the best manner, the Board made in 2020 several
achievements, such as:

1- Recommendation to shareholder to enlist Al Safat Investment Co. shares in Boursa Kuwait and
take all necessary measures with the regulatory bodies in adherence to the Board plan and
strategy and the future vision on development and growth of the company business after the
ruling of the Court of Cessation in Al Safat Investment Co. favor in the wakala investment contract
case against the National Bank of Qatar.

2- Activating emergency policies and procedures and following up business continuity in order to
limit the effects of the coronavirus.

3- Approval of the company report on the measures enacted to limit the repercussions of the
coronavirus and sending it to the Capital Markets Authority.

4- Approval of the disclosure form about the effect of the events resulting from coronavirus on the
financial statements for the first and second quarters 2020.

5- Approval of the audited and consolidated annual financial statements for the year ended 2019.

6- Approval of the internal policies and procedures relating to the management of the company
(Direct Investment Management, Operations Management, Legal Management, Human
Resources Management, Information Technology Management, Conformity and Compliance
Management, Financial Management).

7- Approval of updated overall terms of reference list and updating some internal policies and
procedures in accordance with CMA requisites.

8- Approval of the recommendation of the remunerations and nominations committee to pay
remunerations to committee members, the CEO and company employees.

9- Approval by the Board of the Risk Appetite as well as approval of the internal policy relating to
investment portfolios management.

10

Approval of the re-appointment of the company's external auditor Mr. Badr Adel Abduljader
from Al-Aiban and Al-Osaimi office (Ernst & Young).

11- Approval of the agenda of the ordinary General Assembly for 2079.

12- Approval of the Anti-money laundry and Terrorism Financing report prepared by the conformity
and compliance department For 2019.

13- Approval of the disclosure standard policy in compliance with the regulatory requirements of the
Finance Ministry and the CMA.

14

Approval of the draft interim consolidated (unaudited)financial statements for the first and
second quarters of 2020 in compliance with decision (30) for the year 2020 made by the CMA.

15- Appointing a company employee to follow up and implement company policies regarding social
responsibility and investors affairs.

alsafatinvest.com
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16- Approval of the draft interim consolidated(unaudited) financial statements for the third quarter
2020.

17- Assessment of Board members performance for 2020 and reviewing the assessment of members
of committees emanating from the Board (Audit Committee, Risks Committee, Remunerations,
and Nominations Committee) in addition to assessing the CEOQ performance in 2020.

18- Provision of a training course entitled combating money laundering and terrorism.

Brief on implementation of requirements for the Board formation of specialized indepen-
dent committees, taking into account the mention of the following information about each
committee:

In the process of the Board carrying out its tasks and duties, the Board has formed sub-committees
and approved their charters which define their responsibilities and terms of reference with the aim
of strengthening supervision of company operations. Members of the committees possess technical
and practical experiences and skills that would help them carry out the tasks assigned to them as
best as possible.

1. Audit Committee

Formation of the committee: 6 May 2019
Term of the committee: dependent on the term and mandate of the current Board of Directors
Members of the committee:
Mr. Fahad Abdul Rahman Al Mukhaizim- Audit Committee Chairman
Mr. Anwar Ali Al Nagi- Vice Chairman
Mr. Naser Bader Al Sharhan - Member
The number of meetings held during 2020: Six meetings.
Responsibilities and achievements of the committee in 2020

- Reviewed the draft annual audited and consolidated annual financial statements for the fiscal
year 2019 and submitted a recommendation to the Board of Directors for approval and for
taking the necessary measures to request holding an ordinary General Assembly meeting.

Approved the reclassification of some balance sheet items as of December 31, 2019 upon the
request of the external auditor Ernst & Young.

- Reviewed the internal Sharia audit reports for the fourth quarter of 2019 and the first, second
and third quarters of 2020 to ensure that the Sharia Audit Unit reviewed the compliance of the
company’s activities and operations with Sharia provisions.

- Evaluated the performance of the Head of the Internal Audit Department of the company in
addition to the consulting body that the company has contracted with.

- Evaluated the performance of the company’s external auditor for the year 2019, Ernst & Young
Al Aiban, Al Osaimi & Partners.

- Reviewed the draft condensed consolidated interim financial statements (unaudited) for the
first and second quarters of 2020 and submitted a recommendation to the Board of Directors
for approval and shared it with the Capital Markets Authority in compliance with Resolution
No. 30 of 2020.
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- Reviewed the disclosure templates on the impact of COVID 19 on the financial statements
for the first and second quarters of 2020 and submitted a recommendation to the Board of
Directors for approval.

- Reviewed the assessment report of the company’s internal control systems for the year 2019
and mandated the Head of Internal Audit to follow up and address the observations in the
report with the relevant departments.

- Reviewed the draft condensed consolidated interim financial statements (unaudited) for the
third quarter of 2020 and submitted a recommendation to the Board of Directors for approval.

- Reviewed the internal audit reports that were carried out on all company departments and
mandated the Internal Audit Head to follow up and address the observations along with the
company’s managers.

- Carried out annual appraisal of Committee members for 2020.

Risk Committee:

Formation of the committee: 6 May 2019

Term of the committee: dependent on the term and mandate of the current Board of Directors

Members of the committee:
Mr. Anwar Ali Al Nagi- Risk Committee Chairman
Mr. Abdul Muhsen Sulaiman Al Meshan- Vice Chairman

Mr. Abdulrazzaq Zaid Al Dhubayan - Member

The number of meetings held during 2020: Five meetings

Responsibilities and achievements of the committee in 2020:

- Approved the semi-annual risk report submitted to the Capital Markets Authority (CMA) for
the period June- December 2019 and recommended that the report be presented to the Board
of Directors and mandated the Risk Management Representative to follow up and address
the observations in coordination with the relevant departments of the company and the top
management.

- Reviewed the emergency plan report, followed up on business continuity and the measures
taken by the company to limit the impact of COVID-19 on the company’s activities, and
recommended that the report be presented to the Board of Directors.

- Approved the semi-annual risk report submitted to the Capital Markets Authority (CMA) for the
period January- June 2020 and recommended that the report be presented to the Board of
Directors and mandated the Risk Management Representative to follow up and address the
observations.

- Determined the draft Risk Appetite and submitted a recommendation to the Board of Directors
for approval.

- Filled out the appraisal forms of the committee and its members during 2020 and submitted
the results to the Board of Directors for approval.
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Remuneration and Nomination Committee:

Formation of the committee: 6 May 2019
Term of the committee: dependent on the term and mandate of the current Board of Directors
Members of the committee:
Mr. Abdullah Hamad Al-Terkait- Remuneration And Nomination Committee Chairman
Mr. Mishaal Ahmed Al Jareki- Vice Chairman
Mr. Naser Bader Al Sharhan - Member
The number of meetings held during 2020: two meetings
Responsibilities and achievements of the committee during 2020

- Approved the annual allowances of the committees emanating from the Board of Directors
and approved the allowances of members of the committees.

- Approved the recommendation to the Board of Directors to pay the CEO’s remuneration for the
year 2019 according to the annual appraisal set by the Board of Directors.

- Approved paying bonuses to the company’s employees for the year 2019 according to the
annual appraisal scheme set by the Directors of Departments and the recommendation of the
Board of Directors for approval.

- Prepared and sent the annual appraisal forms for the year 2020 to the Board of Directors and
its committees, in addition to submitting the appraisal form of the CEO for 2020 to the Board
of Directors.

- Appraisal of the members of the Nomination and Remuneration Committee for 2020 and
submitted it to the Board of Directors for approval.

Provisions Committee:

Formation of the committee: 6 May 2019
Term of the committee: dependent on the decision of the current Board of Directors
Members of the committee:

Mr. Abdul Razzaq Zaid Al Dhubayan - Provision Committee Chairman

Mr. Hasan Mahmoud Qaqish -Member and Reporter of committee

Mr. Herarld Leo Fernandes -Member
The number of meetings held during 2020: three meetings
Responsibilities and achievements of the committee in 2020:
- Writing-off provisions of final settlement of the investment management fees of XCC
- Affirmed and approved new provisions against rent receivable account
- Affirmed and approved new provisions against the account of receivable management fees
- Affirmed and approved additional provision against lease account

- Writing-off old account payable and credit balances
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5. Executive Committee:

Formation of the committee: 25 September 2016
Term of the committee: dependent on the decision of the Board of Directors
Members of the committee:
Mr. Fahad Abdul Rahman Al Mukhaizim- Executive Committee Chairman
Mr. Abdullah Hamad Al-Terkait- Vice Chairman
Mr. Naser Bader Al Sharhan - Member
Mr. Mishaal Ahmed Al Jareki- Member
The number of meetings held during 2020: none

Responsibilities and achievements of the committee in 2020: none

6. Credit Committee:

Formation of the committee: 13 November 2019
Term of the committee: dependent on the decision of the Board of Directors
Members of the committee:
Mr. Abdullah Hamad Al-Terkait- Credit Committee Chairman
Mr. Ahmed Fathy Abouzeid- Vice Chairman
Mr. Yousef Moukhtar Al Sarraf- Member
The number of meetings held during 2020: Two meetings
Responsibilities and achievements of the committee in 2020:

- Approved to grant financing to the company’s customers in accordance with the credit policy
approved by the Board of Directors.

- Agreed to postpone the payment of monthly installments to finance customers for a period
of six months, taking into account the difficult conditions that the various sectors witnessed in
Kuwait as a result of the outbreak of Covid-19.

Brief on how to implement the requirements that allow Board members to obtain information and
data accurately and in timely manner:

The company has an effective mechanism that allows members of Board of Directors in general
and non-executive and independent Board members in particular to obtain all the basic data and
information that enable them to carry out and implement their duties through coordination with
the Secretary of the Board of Directors, and in accordance with relevant laws and legislations.
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Rule Three

Selecting qualified persons for Board membership and Executive Management

Brief on implementation of requirements for formation of nomination and remuneration
committee:

The nomination and remuneration committee assists the Board of Directors in performing supervisory
responsibilities, including: effectiveness, integrity and adherence to the Company’s nomination and
remuneration policies and procedures, reviewing and approving selection criteria and appointment
procedures for members of the Board of Directors and top management, and ensuring that the
policy and methodology of nominations and remuneration as a whole is in line with the strategic
objectives of the company.

The nomination mechanism in place within the company ensures the continuity of selecting
and attracting competencies either to run for membership of the Board of Directors or of the
Executive Management. Board of Directors has formed a nomination and remuneration committee
in accordance with the governance rules, with the committee having to include an independent
member. The committee’s work charter approved by Board includes the following:

- Recommendation to accept the nomination and re-nomination of members of the Board and the
Executive Management.

- Setting a clear policy for the remuneration of the members of Board of Directors and the Executive
Management.

- Determine the required skill requirements appropriate to the membership of Board and review
these requirements annually.

- Attract applications for those wishing to occupy executive positions as needed, and study and
review these requests.

- Define the different tiers of rewards that will be awarded to employees.

- Prepare job description for the Executive Board members, non-executive members, and
independent members.

- Propose the nomination and re-nomination of members for elections by the General Assembly
and ensuring that the independence status of independent members is not eliminated.

- Defining the mechanisms of evaluating the performance of the Board and the performance of
each member and the Executive Management.

- Define the indicators for measuring the performance of the Board and review these indicators
annually.

- Review and suggest training programs and workshops for members of the Board of Directors.
- Reviewing the payroll and job grades periodically.

- Prepare a detailed annual report on all bonuses granted to members of Board of Directors and
the Executive Management, whether they are amounts, benefits, or advantages, whatever their
nature and name, provided that this report is presented to the company's General Assembly for
approval.
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The report of remunerations granted to members of Board of Directors and Executive
Management:

A separate report on the bonuses and benefits granted to members of Board of Directors and the
Executive Management of Al-Safat Investment Co. and its subsidiaries was prepared during the year
2020.

Rule Four

Ensuring the integrity of financial reports

Board of Directors and the Executive Management pledge in writing the integrity of the prepared
financial reports.

The company’s annual reportincludes written pledges to both the Board and Executive Management
of the integrity of the prepared financial reports.

Brief on implementation of the requirements for the formation of the Audit Committee:

The primary role of the Audit Committee is to supervise all audit matters and ensure the integrity
of financial reports and internal control systems. The Audit Committee performs the following
tasks, for example and not limited to:

- Review all periodic and annual financial statements prior to submitting and recommending them
to the Board of Directors.

- Recommend to Board of Directors appointing external auditors.

- Study and review the notes on the financial statements and request the Executive Management
to work to amend them, if necessary.

- Recommend to Board of Directors appointing the director of internal audit, reviewing, and
approving the internal audit plans.

- Review the results of the internal reports and ensure that all necessary corrective actions are
taken.

- Review the results of the inspection of the regulatory authorities on the company and taking the
necessary measures to rectify the observations.

- Review matters related to the nomination of the external auditor and recommend that to the
Board of Directors.

- Recommend assigning an independent audit office to evaluate, review internal control systems
and prepare a report in this regard (Internal Control Report).

During 2020, there was no inconsistency between the recommendations of the Audit Committee
and the decisions of the Board of Directors.

Independence & Impartiality of the External Auditor

Following the recommendation of the Board of Directors, the General Assembly approved
appointing the statutory auditor. The nomination of the external auditor should be based on the
Audit Committee recommendation submitted to the Board of Directors. The auditor should be listed
in the CMA's external auditors register, i.e., fulfilling all the required provisions stated in the CMA's
resolution concerning the mechanism of listing external auditors.

On 23 April 2020, the Ordinary General Assembly approved the re-appointment of the company’s
external auditor, Mr. Badr Adel Abduljader from Al-Aiban and Al-Osaimi office (Ernst & Young) for
the year 2020.
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The external auditor carries out an independent annual audit and a quarterly review with the aim
of confirming that the financial statements are prepared in accordance with IFRS approved by the
regulatory authorities in the State of Kuwait.

Rule Five

Establish Appropriate Systems for Risk Management & Internal Control

Requirements for the formation of a Risk Management Committee:

The Risk Committee is an independent unit that specializes in risk management, while its primary
role is to set policies and regulations to manage the risks according to what is consistent with
the company’s tendency to bear the risks facing the company, provided that its membership
period is three years unless board of directors decides otherwise. The committee is comprised of
a Chairman and three non-executive members, excluding the Chairman of Board of Directors. The
Risk Committee performs the tasks and responsibilities to be adhered to as stipulated in the rules
of corporate governance, while it holds at least four meetings during the year and has minutes of
its meetings transcribed.

The Risk Committee identifies, measures, and monitors risks the company is exposed to in
collaboration with the Executive Management and the company's Risk Management Officer. The
committee provides the Board with advice on the current and future risk strategy and policy and
supervises the company's strategy approved by the Board of Directors. The Risk Committee also
reviews the company's Risk Management policies and procedures in accordance with the submitted
reports by the Risk Management Officer prior to approval by the Board. In addition, the committee
develops the policies and procedures of managing various types of risks. It is also responsible for
identifying, measuring, monitoring and supervising the system of risks the company is exposed to
and preparing reports thereon. The committee also follows up the results of the assessment reports
and monitors the company s risk exposure.

Overall, the committee verifies the consistency of the company's business strategy and its business
activities with the risk appetite approved by the Board. It also follows up the preparation of risk
policies, procedures and methodologies in @ manner that is consistent with the risk appetite and
supervises the development and implementation of an appropriate structure and systems for
risk management in addition to ensuring the provision of an adequate level of risk control and
regulations related to the company’s business.

Internal Control System:

The company is keen on establishing an internal control system to cover all the company’s activities
in order to maintain the company'’s overall financial soundness, accuracy of its data, and its operation
efficiency. The principles of internal control of the dual control process in the organizational structure
of the company have been taken into account through:

- Establishing appropriate roles and responsibilities.

- Complete separation of duties and no conflict of interest through the continuous updating of the
organizational structure of the company

- Dual inspection and control (Internal Audit Department and Audit Committee)

- Dual signature (all checks, and contracts are signed or certified by more than one person according
to the table of powers approved by the Board of Directors).

- Appointing an external auditor to audit internal control systems and preparing an annual report
to be submitted to CMA per annum within a maximum of 90 days from the end date of the
financial year.
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The company also has a Conformity and Compliance Management that includes many distinct skills
and expertise to ensure compliance with all rules and bylaws. This management is considered one
of the most important tools of internal control and regulation in the company and it cooperates with
the Audit Management and Risk Management to ensure implementing the inspection procedures
and dual control while the Board of Directors ensures activating the role of the managements
continuously.

Requirements of formation of an independent internal audit department:

The Internal Audit Department determines the policies and procedures of audit to assist the
company in implementing the governance system through ongoing evaluation of the performance
of the Executive Management with respect to application of the systems, means and procedures
of internal audit. This aims at providing necessary recommendations for developing the system to
increase the efficiency and effectiveness of the internal system. Accordingly, the Board of Directors
assigned the internal Audit Department, through the Audit Committee, its tasks and responsibilities.
Therefore, the company’s internal audit department enjoys complete technical independence and
reports to the Board Audit Committee.

One of the most important responsibilities of the Internal Audit department at Al-Safat Investment
Company is to provide the Board of Directors and Executive Management with an independent
and objective opinion on the availability of controls, and adequate and appropriate guarantees
to support the company’s activities, improve the effectiveness of controls, risk management and
governance processes.

The independence of the internal audit department is a determinant of audit tasks success.
Therefore, the internal audit department submits its reports to the Board Audit Committee and
approves the following: organizational structure, internal audit charter and policy, internal audit
plans, risk assessment methodology, and assessment of achievements and job performance of
the department. The committee meets independently with the Director of Internal Auditing on a
quarterly basis.

Rule Six

Promoting professional behavior and ethical values:

Standards and determinants of Code of Ethics and Business Conduct:

The Code of Ethics and Business Conduct includes standards of behavior that all company employees
must follow and consider daily in all transactions in the workplace. If any concerns or doubts about
non-compliance with the code of ethics are raised, the company seeks to motivate and create a
culture of immediate reporting to the competent unit through several channels, including line
manager, human resources, legal affairs, and conformity and compliance management. Meanwhile,
no accountability measures or legal consequences of any kind should be taken against any person
reporting concerns or doubts related to legal or statutory violations.

Policies and mechanisms for limiting conflicts of interest:

The company follows procedures and mechanisms for limiting conflict of interest cases, whereby
members of the Board of Directors are keen on protecting the interest of shareholders, avoiding
conflicts of interests with their personal interests as well as carrying out the tasks assigned to them.
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These mechanisms aim to prevent conflicts of interest and the use of insider information to achieve
personal gains. These mechanisms are also part of the company’s commitment to integrity in
dealing with related parties. Al Safat Investment Co. has been keen to prepare a set of policies
and procedures that ensure that the company's assets and resources are not used to achieve
personal interests, including the policies of dealing with related parties, confidentiality and security
of information and reporting illegal practices.

Rule Seven:

Timely and Accurate Disclosure and Transparency

Accurate and transparent presentation and disclosure mechanisms that define the aspects,
areas and characteristics of disclosure:

Al Safat Investment Co. discloses continuously and in an accurate and timely manner about all
transactions and properties carried out by it or by clients of its investment portfolios. It also discloses
all the quarterly and annual financial statements upon their completion and without delay, in order
to ensure the reassurance of shareholders and investors of the company’s conditions. The company
is keen that all its disclosures are consistent with the standards imposed by CMA in this regard.

Moreover, the company discloses to CMA the impacts of COVID 19 on its financial statements for the
first and second quarters of 2020.

Requirements of Disclosure Record for Board Members and Executive Management:

Board of Directors set transparent, accurate and timely presentation and disclosure mechanisms as
follows:

- Board of Directors puts in place presentation and disclosure mechanisms in line with corporate
governance rules.

- The company establishes a record of disclosures for Board members and Executive Management.

- The company establishes the Investor Affairs Unit responsible for providing the necessary data,
information and reports to its potential investors. As it reports to the Board of Directors, the Investor
Affairs Unit enjoys appropriate independence in a way that enables it to provide data, information
and reports in a timely and accurate manner. This should be achieved through common channels
of disclosures, including the company’s website.

- The company has also developed an IT infrastructure where it relies heavily for disclosures, while
the company’s website displays a corporate governance section.

Requirements of formation of Investor Affairs Unit:

On 30 August 2020, the BOD appointed Mrs. Sara Al Mukaimi as Investor Affairs and Social
Responsibility Officerin an effort to implement and complete what BOD achieved when it established
the investor relations unit in compliance with corporate governance rules. Al Safat Investment Co.
also conducted policies and procedures to requlate the process of dealing with investors and provide
necessary data, information and reports to shareholders and investors through common disclosure
channels.
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Developing the basic structure of Information technology

Al-Safat Investment Co. is keen to update its website to include all data and information integral to
disclosure of information of interest to shareholders and investors and to add all necessary data in
accordance with governance rules. During this year, the company has also updated and developed
its website to include the latest data and information of concern to prospective shareholders and
investors.

Rule Eight

Respecting shareholders rights:

Requirements for defining and protecting the general rights of shareholders:

As Al-Safat Investment Co. followed some rules to ensure fairness, equality, and transparency for
all shareholders, the BOD formulated a policy for shareholders that would enable them to exercise
their rights in a conscious manner. This policy provides all information related to the company in a
fair, regular and easy manner, including the company's financial performance, its strategic goals and
plans, corporate governance and risk profile.

Establishing private record to be kept with the clearing agency:

The agreement concluded between Al Safat Investment Co. and the Kuwait Clearing Company
stipulates that the latter shall keep a record of the shareholders of Al-Safat Investment Company
and update it according to the completed transactions. The company also maintains an e-register
for the shareholders that includes any changes to the completed transactions, with any concerned
party being entitled to view that record.

Encouraging shareholders to participate and vote in the meetings of the company’s
assembilies:

Al-Safat Investment Company encourages its shareholders to participate actively in the General
Assembly meetings, sending them the necessary invitations, the agenda, the necessary attachments,
time and place of the meeting, and the statement of shareholders rights to exercise their voting
rights with no barriers.

Some of the shareholder rights include, but are not limited to, the following:
- Right to receive their share of dividend distribution.

- Right to receive their share of Company’s assets, in case of liquidation in accordance with the
Companies Law.

- Right to receive information and data related to the Company’s activities and its strategies on a
reqgular basis.

- Right to participate in the General Assembly meetings of shareholders and vote on decisions in
accordance with laws and regulations.

- Right to elect members to the Board of Directors.

- Right to monitor the Company’s performance in general and that of the Board of Directors in
particular.

- Right to hold the Board of Directors and the Executive Management of the Company accountable
in accordance with the Companies Law.
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- Right to record the value of shares owned.

- Right to register and transfer the ownership of shares.
- Right to review the shareholders’ register.

Rule Nine:

Identifying Stakeholders’ role

Regulations and policies of ensuring protection and recognition of stakeholders’ rights

Al Safat Investment Co. conducted stakeholders™ protection policy that has been tailored for ensuring
respect and protection of related applicable laws in State of Kuwait such as labor law, companies law
and executive bylaws in addition to the signed contracts between both sides. This also includes any
additional obligations of the company towards stakeholders in an effort to limit the potential conflict
of interest considering that none of the stakeholders gains any advantage through the deals and
contracts of the company’s usual business.

The company also took the initiative of protecting all stakeholders’ rights while maintaining stability
and career sustainability through its sound financial performance. The stakeholders-like parties in
the company have been identified in the conducted policy where guidelines for protecting these
rights have been set.

Encouraging stakeholders to take part and follow up the various activities of the company

The company takes into account that none of the stakeholders gains any advantage from contracts
and deals within the usual business of the company in an attempt to avoid conflict of interest
between stakeholders and shareholders. The company also designs internal policies and bylaws
with clear mechanism for tendering various contracts and deals.

Al Safat Investment Co. sets mechanisms to maximize benefits of the stakeholder’'s contributions
towards the company while urging them to take partin following up its activities in line with achieving
the best interest in an optimal manner. The company allows stakeholders to obtain all business-
related information and data, so that they depend on them in timely manner and on a regular basis.
The company facilitated the process of reporting by stakeholders to the Board of Directors about any
improper practices by the company and ensured appropriate protection for the reporting parties.

Rule Ten

Fostering and improving performance

Mechanisms for providing members of Board of Directors and Executive Management with
ongoing training programs and workshops.

The ongoing training of Board of Directors and Executive Management are crucial pillars of the
governance rules. This immensely contributes to improving the performance of the company which
led to paying utmost attention to training members of Board of Directors and Executive Management.
This can be achieved by setting training programs tailored to the business of the company and its
strategy in addition to the operational and financial fields for all the activities of the company and
its control and legal obligations.

Overall appraisal of the Board of Directors’ performance and appraisal of every member of
board of directors and Executive Management

Al Safat Investment Co. tailored policies and procedures as approved by the Board of Directors
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to implement official process for review of the annual performance of the Board of Directors and
Board committees, while measuring the efficiency of their performance and their contribution to the
company affairs.

The objective ofappraisal processisto create consistentregularand officialmethodology for assessing
the performance of the Board of Directors and subcommittees, which contributes to the measures
for improving their performance. This process also helps in presenting the recommendations of the
Board of Directors to the shareholders during the reelection of members.

It is worth noting that the assessment of the Executive Management performance is deemed as a
key tool for translating the company's business plan into procedures while developing the company
culture for achieving its strategic goals.

During Q4 of 2020, the company conducted appraisals of the members of Board of Directors, the
Board committees, and the CEO. It provided appraisal templates prepared by nomination and
remuneration committee. The Board approved the appraisal outcome in accordance with the
corporate governance and internal policies.

Board of Directors’ efforts in creating corporate ethics for employees

Al Safat Investment Co. represented by the Board of Directors and Executive Management is keen
on continuously stressing the importance of creating corporate ethics for all employees. This can
be done through achieving the strategic goals of the company while improving the performance
ratios, not to mention the compliance with regulatory authorities’ laws and the governance rules.
In accordance with this, the company issues a number of periodic reports (annual report, annual
governance report, audit committee report) that include the holistic information on efforts to assess
the members of the Board of Directors, Executive Management, shareholders and stakeholders and
their ability to take sound and professional decisions.

Rule Eleven

Focusing on social responsibility

Policy of ensuring equilibrium between the goals of the company and society

The social responsibility embodies the ongoing commitment of the company to act ethically and
contribute to the development of society in general, and to the company employees in particular,
through bolstering the economic, social and living conditions of the manpower and entire society.

The success of the company is associated with its adoption of social responsibility programs that
are linked to several humanitarian principles and standards including assuming responsibly towards
all partners, whether they are shareholders, employees, individuals, stakeholders or any related
party. In this respect, the Board has approved the social responsibility policy as Al Safat Investment
Co. endeavors to work in a responsible and substantiable manner. While the company operates in
accordance with the stakeholders requirements and aspirations, it shoulders the social responsibility
and is committed to realizing the tracking and managing of its economic, environmental and social
impacts in order to contribute to sustainable social development. Al Safat Investment Co. aims at
underlining those responsibilities throughout its activities by applying policies within the company
that focus on improving work environment, health and security, risk management, the relationship
with customers and suppliers, in addition to environment protection.
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During the pandemic, Al Safat Investment Co. harnessed all its resources and group companies

to meet the requirements needed for coping with crisis repercussions. To do this, the company
organized several social responsibility activities such as:

1.

Donating hand sanitizers, cleaning soap and any material necessary for cleaning and disinfecting
to government bodies represented by the Ministries of Health, Electricity and Water, Finance,
and the Ministry of Interior.

The company donated through its subsidiaries 340 carpets to the Public Authority for Housing
Welfare for providing evacuation and quarantine places.

Offering design and printing services of our Modern Printing Company to meet the needs of the
Ministry of Interior for publications, promotional brochures and instructional signs.

The company produced an instructional video about the back-to-work protocols after the
lockdown. The video included internationally approved health procedures and guidelines that
employees must abide by at the workplace. This video was circulated and published on various
social media platforms for the benefit of everyone.

The applied programs and mechanisms of highlighting the company’s efforts in social
work

Al Safat Investment Co. has designed the policies that ensure disclosure mechanisms of social

responsibility objectives of the company towards employees. The company organizes awareness

and educational programs for its employees in order to ensure they are well aware of the company's

social responsibility objectives on an ongoing basis with a view to raising the bar at the company

while engaging the staff in implementing the social responsibility programs through contributing to
its different social activities.

Abdullah Hamad AlTerkait

Chairman
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