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Corporate Governance Report

Corporate Governance Practice

The Bank aspires to the highest standards of ethical conduct: doing what it says; reporting results with accuracy,
transparency, and maintaining full compliance with the laws and regulations that govern the Bank’s business.
Since the introduction of the Corporate Governance Code in the Kingdom of Bahrain, the Bank has continuously
implemented measures to enhance its compliance with the code. The Bank also follows Module HC of the CBB
rulebook. The Same is tested regularly to ensure compliance. Furthermore, as per the latest updates there are no
major changes to the Bank’s corporate governance guidelines.

Shareholders
Major Shareholders as of 31 December 2021

S. No. Investor Name Country No. of Shares %
1 Bank Muscat (S.0.A.G) Sultanate of Oman 356,578,525 14.74
2 Sayacorp B.S.C Closed Kingdom of Bahrain 151,883,594 6.28
3 Al Salam Bank - B.S.C Kingdom of Bahrain 146,300,000 6.05
4 Overseas Investment S.P.C. Kingdom of Bahrain 145,542,249 6.01
5 Al-Rushd Investments Limited United Arab Emirates 118,673,100 490
6 Tasameem Real estate United Arab Emirates 115,581,512 478
7 United International Representation of Companies  United Arab Emirates 87,558,143 3.62
8 Royal Court Affairs, Sultanate of Oman Sultanate of Oman 80,048,235 3.31
9 Silver Hills investments Limited United Arab Emirates 65,846,448 272
10 Sayed Husain Ali Alawi Al Qatari Kingdom of Bahrain 63,934,235 2.64
N Global Express Comapany W.L.L Kingdom of Bahrain 46,000,000 1.90
12 Bond Investments L.L.C United Arab Emirates 43,287,426 179
13 Al Asuban Company Kingdom of Bahrain 29,668,275 1.23
14 Emirates Investment Bank United Arab Emirates 26,800,615 1M
15 Al Salam Bank - Sudan Sudan 23,734,620 0.98

Shareholding - 31 December 2021

Category No. of Shares No. of Shareholders % of Outstanding Shares
Less than 1% 942,020,389 22,598 38.93%
1% to less than 5% 677,397,989 10 27.99%
5% to less than 10% 443,725,843 3 18.34%
10% to less than 20% 356,578,525 1 14.74%

20% up to less than 50% - - _
50% and above - - _
Total 2,419,722,746 22,612 100.00
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The outstanding ordinary share ownership of the Bank is distributed as follows:

Nationality No. of Shares Ownership Percentage
Bahraini

Government - -
Institutions 589,072,722 24.34%
Individuals 253,604,546 10.48%
GCC

Government 80,048,235 3.31%
Institutions 836,842,522 34.58%
Individuals 397131,532 16.41%
Other

Government - -
Institutions 189,462,670 7.83%
Individuals 73,560,519 3.04%
Total 2,419,722,746 100.00

BOARD OF DIRECTORS

The Board of Directors provides central leadership to the Bank, establishes the Bank's objectives and develops the
strategies that directs the ongoing activities of the Bank to achieve these objectives. Directors determine the future
of the Bank through the protection of its assets and reputation. Directors apply skill and care in exercising their
duties to the Bank and are subject to fiduciary duties. Directors are accountable to the shareholders of the Bank for
the Bank's performance and can be removed from office by them.

The primary responsibility of the Board is to provide effective governance over the Bank's affairs for the benefit of
its shareholders, and to balance the interests of its diverse stakeholders including its customers, correspondents,
employees, suppliers and the local community. In all actions taken by the Board, the directors are expected to
exercise their business judgment in what they reasonably believe to be in the best interests of the Bank and its
stakeholders. In discharging that obligation, directors may rely on the honesty and professional integrity of the Bank's
senior management and, its external advisors and auditors.

Board Composition

The Board consists of members who possess both the required skills and expertise to govern the Bank in a manner
that would achieve the objectives of all stakeholders. Furthermore, in compliance with relevant regulations, the
Board Committees consist of Directors with adequate professional background and experience. The Board
periodically reviews its composition, the contribution of Directors and the performance of its various Committees.
The appointment of Directors is subject to prior screening by the Nomination and Corporate Governance Committee
and the Board of Directors, as well as the approval of both the Shareholders and the Central Bank of Bahrain. The
classification of “executive”, “non-executive” and “independent” directors is as per the definitions stipulated in the
Central Bank of Bahrain Rulebook.

Each Director is elected for a three-year term, after which he must present himself to the Annual General Meeting of
shareholders for re-appointment. Board Meeting attendance is as per the regulations stipulated in the Central Bank
of Bahrain Rulebook.

Mandate of the Board of Directors and their Roles and Responsibilities

The principal role of the Board is to oversee the implementation of the Bank's strategic initiatives in accordance with
relevant statutory and regulatory structures. The Board is also responsible for the consolidated financial statements
of the Group. The Board ensures the adequacy of financial and operational systems and internal controls, as well as
the implementation of corporate ethics and the code of conduct. The Board has delegated the responsibility of the
day-to-day management of the Bank to the Group Chief Executive Officer ("Group CEQ").
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The Board reserves a formal schedule of matters for its decision to ensure that the direction and control of the Bank
rests with the Board. This includes:

Reviewing the strategic plan of the Bank;

Performance reviews of the Senior Management (all approved persons);
Performance assessment of the Board, Board Sub-Committees and the Shari'a Supervisory Board;
Approving material acquisition and disposal of assets;

Approving capital expenditure;

Approving authority levels;

Appointing auditors and, reviewing the financial statements and financing activities;
Reviewing the Corporate Governance Report

Approving the annual operating plan and budget;

Ensuring regulatory compliance through its various committees;

Reviewing the adequacy and integrity of the internal controls; and

Approving all policies pertaining to the Bank's operations and functioning.

Board Elections System

Article 25 of the Bank's Articles of Association provides the following:

1.

The company shall be administered by a Board of Directors consisting of not less than five (5) members elected
by the shareholders by means of cumulative voting by secret ballot and in accordance with the provisions of the
Commercial Companies Law, after obtaining the approval of the Central Bank of Bahrain for their appointment.
Members of the Board of Directors shall be appointed or elected to serve for a term not exceeding three (3) years
renewable. A cumulative vote shall mean that each shareholder shall have a number of votes equal to the number
of shares he owns in the Company and shall have the right to vote for one candidate or to distribute them among
his chosen candidates.

Each shareholder owning 10% or more of the capital may appoint whoever represents him on the Board to the
same percentage of the number of the Board members. His right to votes shall be forfeited for the percentage
he has appointed representatives. If a percentage is left that does not qualify him to appoint another member, he
may use such percentage to vote.

The Board of Directors shall elect, by secret ballot, a Chairman and one Vice Chairman or more, three years
renewable. The Vice Chairman shall act for the Chairman during his absence or if there is any barrier preventing
him. The Ministry of the Industry, Commerce and Tourism and the Central Bank of Bahrain shall be provided with
a copy of the resolution electing the Chairman and the Deputy Chairman.

The Board of Directors shall consist of independent and non-executive members in accordance with the Central
Bank of Bahrain's rules and regulations.

No person may be appointed orelected as a member of the Board of Directors until he has declared his acceptance
to such nomination in writing, provided that the declaration includes the disclosures of any work performed that
may directly or indirectly constitute competition for the company, names of the companies and entities in which
he works in or in which he is a member of their Board of Directors.

Article 27 of the Bank's Articles of Association covers the “Termination of Membership in the Board of Directors”
which states the following:

A Director shall lose his office on the Board in the event that he:

1.

Fails to attend four consecutive meetings of the Board in one year without an acceptable excuse, and the Board
of Directors decides to terminate his membership;

2. Resigns his office by virtue of a written request;

3. Forfeits any of the provisions set forth in Article 26 of the Articles of Association;

4. |s elected or appointed contrary to the provisions of the Law; and
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5. Has abused his membership by performing acts that may constitute a competition with the Company or caused
actual harm to the Company;

6. If he has been convicted before any court for theft, embezzlement, fraud, forgery or issuing dishonored cheques
or any crime as provided in the law;

7. If he declares bankruptcy;

8. If any of the shareholders have terminated his appointment to any of their representatives on the Board of
Directors or if the shareholders of the General Assembly vote for his removal in accordance with Article 42; or

9. If the Central Bank of Bahrain considers him not eligible for the position.

Independence of Directors

An independent Director is a Director whom the Board has specifically determined has no material relationship,
which could affect his independence of judgment, taking into account all known facts. The Directors have disclosed
their independence by signing the Directors Annual Declaration whereby they have declared that during the year
ending 31st December 2021, they have met all the conditions required by the various regulatory authorities to be
considered independent.

As of 31-12-2021, the members of the Board were:

Non-executive Members

H.E. Shaikh Khalid bin Mustahil Al Mashani Chairman

Mr. Matar Mohamed Al Blooshi Vice Chairman
Mr. Salman Saleh Al Mahmeed Board Member
Mr. Hisham AlSaie Board Member
Mr. Zayed Ali Al-Amin Board Member

Independent Members

Mr. Salim Abdullah Al Awadi Board Member
Mr. Alhur Mohammed Al Suwaidi Board Member
Mr. Khalid Salem Al Halyan Board Member
Mr. Tarig Abdulhafidh AlAujaili Board Member

All current Directors were elected for a three-year term on 17 March 2021.

The Board Charter

The Board has adopted a Charter which provides the authority and practices for governance of the Bank. The
Charter was approved by the Board with the beginning of its term in 2021 and includes general information on the
composition of the Board of Directors’, classification of Directors’, Board related Committees, Board of Directors'
roles and responsibilities, Board of Directors’ code of conduct, Board remuneration and evaluation process, insider
dealing, conflict of interest and other Board related information.

Conflict of Interest

The Bank has a documented procedure for dealing with situations involving “conflict of interest” of Directors. In the
event of the Board or its Committees considering any issues involving “conflict of interest” of Directors, the decisions
are taken by the full Board/ Committees. The concerned Director abstains from the discussion/ voting process.
These events are recorded in Board/ Committees proceedings. The Directors are required to inform the entire Board
of (potential) conflicts of interest in their activities with, and commitments to, other organizations as they arise and
abstain from voting on the matter. This disclosure includes all material facts in the case of a contract or transaction
involving the Director. A report detailing the absentation from voting relating to conflict of interest is made available
to shareholders upon their request.
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The below illustrates instances where Board Members have abstained from voting due to conflict of interest:

Board Member Instances of abstaining from voting Status
1 Mr. Hisham Al Saie 4 instances Approved by Board
2 Mr. Zayed Al Amin 2 instances Approved by Board
HE. Shaikh Khalid Al Mashani 2 instances Approved by Board

Induction and Orientation for New Directors

When new Directors are appointed, they shall be provided with an appointment letter and the Directors’ Handbook
containing information relevant to the performance of their duties as members of the Board. The Handbook includes
the Corporate Governance Guidelines, Charters of the Board and Committees, key policies, etc. The Board reserves
a formal schedule of matters for its decision to ensure that the direction and control of the Bank rests with the Board.

Code of Conduct

The Board has an approved Code of Conduct for Directors, as follows:

e To act with honesty, integrity and in good faith, with due diligence and care, in the best interest of the Bank and
its stakeholders;

e To act only within the scope of their responsibilities;

e To have a proper understanding of the affairs of the Bank and to devote sufficient time to their responsibilities;

e To keep confidential Board discussions and deliberations;

¢ Not to make improper use of information gained through the position as a director;

¢ Not to take undue advantage of the position of director;

e To ensure his/her personal financial affairs will never cause reputational loss to the Bank;

¢ To maintain sufficient/detailed knowledge of the Bank's business and performance to make informed decisions;

e To be independent in judgment and actions and to take all reasonable steps to be satisfied as to the soundness
of all decisions of the Board;

e To consider themselves as a representative of all Shareholders and act accordingly;

¢ Not to agree to the Bank incurring an obligation unless he/she believes at the time, on reasonable grounds, that
the Bank will be able to discharge the obligations when it is required to do so;

¢ Not to agree to the business of the Bank being carried out or cause or allow the business to be carried out, in a
manner likely to create a substantial risk of serious loss to the Bank's creditors;

e To treat fairly and with respect all of the Bank's employees and customers with whom they interact;

¢ Not to enter into competition with the Bank;

¢ Not to demand or accept substantial gifts from the Bank for himself/herself or his/her associates;

¢ Not to take advantage of business opportunities to which the Bank is entitled for himself/herself or his/her associates;
e Report to the Board any potential conflicts of interests; and

e Absent themselves from any discussions or decision-making that involves a subject in which they are incapable
of providing objective advice or which involves a subject or proposed conflict of interest.

Evaluation of Board Performance

The Board has adopted a ‘Performance Assessment Framework’ designed to provide Directors with an opportunity
to assess their performance on an annual basis. The self-assessment consists of three categories, such as:

e Assessment of the Board as a unit;
e Assessment of the Committee as a unit; and
e Self-assessment of individual Directors.

The results of the annual performance assessment shall be communicated to the Shareholders at the Annual
General Meeting.

The assessment for 2021 was satisfactory.
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Remuneration of Directors
Remuneration of the Directors as provided by Article 34 of the Articles of Association states the following:

The General Assembly shall specify the remuneration of the members of the Board of Directors. However, such
remunerations must not exceed in total 10% of the net profits after deducting the statutory reserve and the distribution
of profits of not less than 5% of the paid capital among the shareholders. The General Assembly may decide to pay
annual bonuses to the Chairman and members of the Board of Directors in the years when the Company does not
make profits or in the years when it does not distribute profits to the shareholders, subject to the approval of the
Minister of Industry, Commerce and Tourism. The report of the Board of Directors to the General Assembly shall
include a full statement of the remuneration the members of the Board of Directors have been paid during the year
in accordance with the provisions set forth in Article (188) of the Law.

As perthe Directors Remuneration Policy approved by the Shareholders, the structure and level for the compensation
for the Board of Directors consist of the following:

1. Annual remuneration subject to the annual financial performance of the Bank and as per the statutory limitation
of the law.

2. The total amount payable to each Board Member with respect to Board and Committee meetings attended
during the year. The remuneration of the Board of Directors will be approved by the shareholders at the Annual
General Meeting.

Inaddition to the above, Directorswho are employees of the Bank shall not receive any compensation fortheirservices
as Directors and Directors who are not employees of the Bank may not enter into any consulting arrangements
with the Bank without the prior approval of the Board. Directors who serve on the Audit and Risk Committee shall
not directly or indirectly provide or receive compensation for providing accounting, consulting, legal, investment
banking or financial advisory services to the Bank.

Board Meetings and Attendances

The Board of Directors meets at the summons of the Chairman or his Deputy (in the event of his absence or disability)
or if requested to do so as per the Bank's Board Charter. According to the Bahrain Commercial Companies Law and
the Bank's Articles of Association, the Board meets at least four times a year. A meeting of the Board of Directors
shall be valid if attended by half of the members in person. During 2021, the Directors that were present at the
Annual General Meeting are detailed in the minutes of the 2021 Annual General Meeting. The details of the Board
meetings held during 2021 are as follows:

Board Meetings in 2021 - Minimum Four Meetings per Annum

Members 9Feb 17Mar 7Jun 5Aug 9Sep 2Nov 9Dec
H.E. Shaikh Khalid bin Mustahil Al Mashani v v v v v v *
Mr. Alhur Mohammed Al Suwaidi v v v v v v v
Mr. Khaled Shehabeddin Madi* v * * * * * *
Mr. Khalid Salim Al Halyan v v v v v v v
Mr. Matar Mohamed Al Blooshi v v v v v v v
Mr. Salim Abdullah Al Awadi v v v v v v v
Mr. Salman Saleh Al Mahmeed v v v v v v v
Mr. Zayed Ali Al Amin v v v v v v v
Mr. Tariq Abdulhafidh AlAujaili** * v v v v v v
Mr. Hisham Saleh AlSaie** * v v v v v v

* Khaled Shehabeddin Madi finished his term on 17 March 2021
** Both Mr. Hisham Saleh AlSaie and Mr. Tarig Abdulhafidh AlAujaili were elected on 17 March 2021
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Directors’ Interests
Directors’ shares ownership in two-year comparison as of 31 December:

No of Shares

Members 2021 2020
H.E. Shaikh Khalid bin Mustahil Al Mashani 0 0
Mr. Matar Mohamed Al Blooshi 0 0
Mr. Salim Abdullah Al Awadi 0 0
Mr. Alhur Mohammed Al Suwaidi 0 0
Mr. Khalid Salem Al Halyan 11,302 10,764
Mr. Zayed Ali Al-Amin* 5,000,000 520,000
Mr. Salman Saleh Al Mahmeed 0 0
Mr. Tariq Abdulhafidh AlAujaili 0 0
Mr. Hisham Saleh AlSaie** 735,000 0

*Mr .Zayed bought 4,480,000 shares.
**Mr. Hisham has bought 735,000 shares (indirect).

Approval Process for Related Parties’ Transactions

The Bank has a due process for dealing with transactions involving related parties. Any such transaction will require
the unanimous approval of the Board of Directors. The nature and extent of transactions with related parties are
disclosed in the consolidated financial statements under note 28 - related party transaction.

Material Transactions that require Board Approval

Depending on the internal risk rating transactions above BD 5 million and up to BD 15 million requires the approval
of the Executive Committee of the Board of Directors, any transaction above BD 15 million requires the approval
of the Board of Directors of the Bank. In addition, when acquiring 20% of a company Board approval is required
regardless of the amount.

Material Contracts and Financing Involving Directors and Senior Management During 2021

The Bank's dealings with its directors/ associated entities are conducted on an arms-length basis and at prevailing
commercial terms in respect of its exposure to and deposits received from them. All financing facilities to senior
management members are governed by the policies applicable to staff, which are reviewed and approved by the
Board Remuneration & Nomination Committee. Material contracts and financing facilities involving directors and
senior management during 2021 are as follows:

e BD 1.6 million outstanding against Ali Rashid Al Amin Co. which is related to a director.

¢ Financing Facilities provided to certain Directors of the Board with total amount of BD 834 thousand.

¢ BD 712 thousand outstanding against Quality Wire Products WIl which is related to senior management.
e Financing facilities provided to senior management with total amount of BD766 thousand.

All related party transactions are disclosed in note 28 of the consolidated financial statements for the year ending
31st December2021.
Directorships held by Directors on Other Boards

The High-Level Controls Module of the Central Bank of Bahrain Rulebook provides that no Director should hold more
than three directorships in Bahrain public companies. All members of the Board of Directors met this requirement
and are approved by the Central Bank of Bahrain.
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Board Committees

Consistent with the industry's best practice, the Board has established four Committees with defined roles and
responsibilities. The Standing Committees of the Board are Executive Committee, Audit and Risk Committee,
Remuneration Committee and, Nomination and Corporate Governance Committee.

Certain information relating to the work of certain Board Committees during the year 2021, summary of the dates of
Committee meetings held, Directors’ attendance and a summary of the main responsibilities of each Committee is
enclosed in this report.

Executive Committee

The Committee operates under the delegated authority of the Board and provides direction to the executive
management on business matters, as delegated by the Board, to address matters arising between the Board
meetings. The Committee is responsible for reviewing business matters concerning credit and market risks, strategy
review and providing recommendation to the Board.

There are no significant issues to report.

Below are the members of the Executive Committee:

Sr Member Status

1 Mr. Matar Mohamed Al Blooshi (Chairman) Non-executive
2 Mr. Hisham AlSaie Non-executive
3 Mr. Salim Abdullah Al Awadi Independent
4 Mr. Zayed Ali Al Amin Non-executive

Committee Meetings in 2021 - Minimum four meetings per annum.

Four Committee meetings were held during 2021 as follows:

Members 2Feb 3Jun 2Sep 5Dec

Mr. Matar Mohamed Al Blooshi (Chairman) v v v v

Mr. Hisham AlSaie* * v v v

Mr. Salim Abdullah Al Awadi v v v v

Mr. Zayed Ali Al Amin v v v v
v

Mr. Alhur Mohammed Al Suwaidi**

* * *

* Mr.Hisham AlSaie was elected and started his term on 17 March 2021
** Mr. Alhur Mohammed Al Suwaidiwas a former member of the committee as per the old board membercomposition

Audit and Risk Committee

The Committee’s responsibility is to assist the Board in discharging its oversight duties relating to matters such
as risk and compliance, including the integrity of the Bank's financial statements, financial reporting process and
systems, internal controls and financial controls. The Committee also acts as a liaison between the external auditor,
internal auditor and the Board. The Committee is also charged with the responsibility of handling whistleblowing
complaints and monitoring related party transactions.
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There are no significant issues to report.
Below are the Members of the Audit and Risk Committee:

Sr Member Status

1 Mr. Salman Saleh Al Mahmeed (Chairman) Non-executive
2 H.E. Shaikh Khalid bin Mustahil Al Mashani Non-executive
3 Mr. Tarig Abdulhafidh AlAujaili Independent
4 Mr. Khalid Salim Al Halyan Independent

5  Mr. Alhur Mohammed Al Suwaidi Independent

Committee Meetings in 2021 - Minimum four meetings per annum.

Six Committee meetings were held during 2021 as follows:

Members B3Feb 2Jun 3Aug 1Sep 280ct 2Dec
Mr. Salman Saleh Al Mahmeed (Chairman) v v v v v v
H.E. Shaikh Khalid bin Mustahil Al Mashani 4 v v v v v
Mr. Khaled Shehabeddin Madi* v * * * * *
Mr. Khalid Salim Al Halyan v v v v v v
Mr. Alhur Mohammed Al Suwaidi * v v v v v
Mr. Tarig Abdulhafidh AlAujaili** * v v v v v

* Khaled Shehabeddin Madi finished his term on 17 March 2021

** Mr. Tarig Abdulhafidh AlAujaili was elected on 17 March 2021 and became Member of the committee as per the
new Board Committee’s composition dated 26 April 2021

Remuneration Committee

The Committee’s role is to provide a formal and transparent procedure for developing a compensation policy for the
Board, Group Chief Executive Officer and Senior Management (approved persons and material risk takers); ensures
that compensation offered is competitive, in line with the market/peer group and consistent with the responsibilities
assigned to employee. In addition, the Committee recommends to the Board special compensation plans, including
annual performance bonus and short/long term incentives to attract, motivate and retain key employees.

There are no significant issues to report.
Below are the members of the Remuneration Committee.

Sr Member Status

1 H.E. Shaikh Khalid bin Mustahil Al Mashani (Chairman) Non-executive
2 Mr. Alhur Mohammed Al Suwaidi Independent
3 Mr. Khalid Salim Al Halyan Independent

Committee Meetings in 2021 - Minimum two meetings per annum. Three meetings were convened during 2021:

Members 3Feb 20Jun 2Dec
H.E. Shaikh Khalid bin Mustahail Al Mashani (Chairman) v v v
Mr. Khalid Salim Al Halyan v v v
Mr. Alhur Mohammed Al Suwaidi* * v v
Mr. Khaled Shehabeddin Madi** v * *

* Mr. Alhur Mohammed Al Suwaidi became a Member of the Committee as per the new Board Committee’s
composition dated 26 April 2021
** Mr. Khaled Shehabeddin Madi finished his term on 17 March 2021
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Nomination and Corporate Governance Committee

The Committee’s role is to evaluate and nominate candidates to the Board, as well as facilitate the assessment of the
performance of the Board, Committees and individual Directors. In addition, the Committee is responsible to ensure
that Directors receive adequate training during the year so as to be able to perform their duties on the Board and
the Committees they serve on. The Committee is also charged with the responsibility of ensuring that the Corporate
Governance Framework of the Bank is adequate and in compliance with the prevailing regulations. The Committee
liaises with the Bank's Corporate Governance Officer to manage the governance related activities.

There are no significant issues to report

Below are the members of the Nomination and Corporate governance committee:

Sr Member Status

1 Mr. Salim Abdullah Al Awadi (Chairman) Independent
2 Mr. Tarig Abdulhafidh AlAujaili Independent
3 Mr. Matar Mohamed Al Blooshi Non-executive

4 Dr. Fareed AlMaftah (Shari'a Supervisory member) -

Committee Meetings in 2021 - Minimum two meetings per annum.

Two meetings were convened during 2021:

Members 2Feb 2Sep
Mr. Salim Abdullah Al Awadi (Chairman) v v
Mr. Matar Mohamed Al Blooshi v v
Mr. Tariq Abdulhafidh AlAujaili* * v
Mr. Alhur Mohammed Al Suwaidi* v *
Dr. Fareed AlMaftah (Shari'a Supervisory Member) v v

* Mr. Tarig Abdulhafidh AlAujaili became a member of the committee instead of Mr. Alhur Mohammed Al Suwaidi as
per the new Board Committee’s composition dated 26 April 2021

FATWA & SHARI'A SUPERVISORY BOARD

The Bank is guided by a Shari'a Supervisory Board consisting of five distinguished scholars. The Shari‘a Supervisory
Board reviews the Bank's activities to ensure that all products and investment transactions comply fully with the
rules and principles of Islamic Shari'a. Further, the Shari'a Supervisory Board shall review and vet the screening
criteria for charitable donations/sponsorships as well as the sponsorship contracts.

The Shari‘a Supervisory Board shall also ensure that an internal Shari‘a audit function is in place and is adequately
performing their duties as stipulated in the Shari'a Governance Module and AAOIFI Standards.

In addition, one designated member from the Shari'a Supervisory Board shall form part of the Nomination and
Corporate Governance Committee to ensure that the corporate governance related matters are in compliance with
the Islamic Shari'a rules and guidelines.

The Board meets at least 4 times a year. Its members are remunerated by annual retainer fee and sitting fees per
meeting attended, with travel expenses reimbursed as appropriate. Its members are not paid any performance-
related remuneration.

Performance assessment of the Shari'a Supervisory Board is done on a self-assessment basis and submitted to the
Board for their review and action.
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ANNUAL GENERAL MEETING

The Board of Directors report to the Shareholders on the performance of the Bank through the Annual General
Meeting. The meeting shall be convened upon an invitation from the Chairman of Board and be convened during
the three months following the end of the Bank's financial year.

All the Directors, especially the Chairs of the Board and Committees, at least one member of the Shari'a Supervisory
Board and the external auditors shall be present at this meeting to answer questions from the Shareholder regarding
matters within their responsibilities:

At a minimum, the Board shall report on the following to the Shareholders, for their approval, at the Annual General
Meeting:

e Audited financial statements of the Bank;

e Related party transactions executed;

e Corporate governance report;

e Corporate social responsibility report;

e Performance assessment of the Board, Committees and individual Directors; and

e Remuneration for the Directors and the Shari'a Supervisory Board members.

EXECUTIVE MANAGEMENT

The Board delegates the authority of managing the Bank to the Group Chief Executive Officer ("Group CEQ"). The
Group CEO and Executive Management are responsible forimplementation of decisions and strategies approved by
the Board of Directors and the Shari'a Supervisory Board.

Senior Managers' Interests

The number of shares held by the senior managers, in two-year comparison, as on 31 December 2021 is as follows:

Shares
Members 2021 2020
Dr. Mohammed Burhan Arbouna 378 360
Mr. Essa Abdulla Bohijji 134,489 128,085
Mr. Karim Turki 187 179
Mr. Anwar Mohammed Murad* 750,000 0
Total 885,054 128,624

*The shares represent shares under Mr. Anwar's guardianship.

Management Committees

The Group Chief Executive Officer ("Group CEQ") is supported by a number of management committees each
having a specific mandate to give focus to areas of business, risk and strategy. The various committees and their
roles and responsibilities are:

Committee Roles and Responsibilities

Management Executive Committee Overseeing the other Management committees and assisting the
Group CEO in various issues or topics as and when required.

Credit/Risk Committee Recommending the risk policy and framework to the Board. Its
primary role is the selection and implementation of risk management
systems, portfolio monitoring, stress testing, risk reporting to Board,
Board Committees, Regulators and Executive Management. In
addition to these responsibilities, individual credit transaction
approval and monitoring is an integral part of the responsibilities.

12 AL SALAM BANK B.S.C. | Corporate Governance Report 2021



Committee Roles and Responsibilities

Asset Liability Committee This Committee’s primary responsibility is to review the trading and
liquidity policy for the overall management of the balance sheet and
its associated risks.

Investment Committee The role of the Committee is to review and approve all transactions
related to corporate and real estate investments and monitoring
their performance on an ongoing basis. In addition, the Committee
is responsible to oversee the performance of the fund managers
and recommend exit strategies to maximize return to its investors.

Technology Steering Committee The Committee oversees the information technology function of
the Bank. It recommends the annual IT budget and plans, drawn up
in accordance with the approved strategy of the Bank, to the Group
CEO for submission to the Board of Directors for their approval. It
supervises the implementation of the approved IT annual plan
within set deadlines and budgetary allocations.

Remedial Committee The role of the committee is to assess and follow up on all non-
performing assets of the Bank with the objective of maximizing
recoveries for the Bank.

Human Resources Committee The role of the committee is to enable the Bank's employees to
meet their professional and personal goals aligned with the growth
of the Bank by focusing on skill enhancement, career development,
rewards with performance, and work life balance.

Information Security Committee The role of the committee is advisory in nature. It assists the relevant
stakeholders to develop, review and execute a comprehensive
Information Security Management System (ISMS) for the Bank.
The role of the Committee is to strengthen the Information Security
Department’s capabilities as well.

Social Responsibility Committee This Committee oversees the Corporate Social Responsibility
affairs of the Bank, managing donations and sponsorship requests,
evaluating the proposals and allocating funds to causes that the
Bank is committed to support, in line with the annual corporate
social responsibility plan and the Corporate Social Responsibility
Policy. Any exceptions to the approved plan are reviewed and
recommended to the Board for approval. The Committee is also
involved in the preparation of the Corporate Social Responsibility
Report, which forms part of the Annual Report, detailing the
donations and sponsorships made during the year.

The social causes that are supported by the Bank are:
® Medical assistance;
e Care for the less fortunate; and

e Cultural initiatives focused on preserving and promoting Bahraini
traditions into the future.
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Corporate Governance Report (Continued)

Executive Management Compensation

The performance bonus of the Group Chief Executive Officeris recommended by the Remuneration and Nomination
Committee and approved by the Board. The performance bonus of senior management is recommended by the
Group Chief Executive Officer for review and endorsement by the Remuneration Committee subject to Board
approval. The Performance Audit for the Compliance, Audit and Risk functions are assessed and approved by both
the Audit and Risk Committee and the Remuneration Committee. The Remuneration policy was amended to include
the following changes for the Year 2022 (Subject to shareholders and regulatory approvals):

Item Changes

Approved Persons

1.

Additions:

e Chief Risk Officer

e Chief Technology Officer

e Head of Internal Shari'a Audit
¢ Head of Shari'a Compliance

RNC 2. Definition Name changed to Remuneration Committee (RC)
CEO 3. Definition changed to Group Chief Executive Officer (GCEOQ)
HRC 4. Newly added (Human Resources Committee)

The Remuneration Committee 5. Point 3.1.1.:

e The GCEO and the HRC can only provide inputs regarding
remuneration as and when requested by RC and RC will be
responsible for finalizing the remuneration policy

Internal Audit Department 6. Point 3.12.:

e Certain aspects of the Audit will be covered by the external auditor
as per the Module AU of the CBB rulebook, furthermore, the Bank,
subject to the Board's approval, may engage the external auditor or
an independent third-party consultant to conduct an independent
audit on sensitive items.

Board of Directors’ Remuneration 7. Point4.3.:

e Board Remuneration (Up to 10% of the net profit after deducting the

legal reserves and distributing the profit above) article 188
Approvals 8. Point5.4.:
¢ The compensation for the relevant heads reporting to the Audit &
Risk Committee shall be approved by the Audit & Risk Committee.
Variable Pay Scheme 9. Point 6.3.1.;
e Calculation Basis for the GCEO & His Deputies
10. Point 6.3.2 & 6.3.3 Combined
1. Point 6.4. Addition of:

e The remuneration system must link the size of the bonus pool to the

overall performance of the bank
12. Section 7 added on Variable non-cash reward components*

13.

Section 9 on LTIP (Long Term Incentive Plan) Share Awards introduced

Classification of Employees

14.

Point 6.6.2

e Addition of Chief Risk Officer
e Chief Technology Officer

e Head of Internal Shari'a Audit
e Head of Shari'a Compliance
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Item Changes

Performance Management and 15. Point 9.6.:

Annual Increment e The Bank shall carry out the performance management process
once a year for all employees

Promotion 16. Point 11.2.:

e Promotion of employees reporting to the GCEO shall be approved by
the Board based on the recommendation of the GCEO & RC.
Effective Date and Changes 17. Point 12.1.:

e The policy will be approved in the next Annual General Meeting,
after the recommendation of the RC and Board.

COMPLIANCE

The Bank has in place comprehensive policies and procedures to ensure full compliance with the relevant rules and
regulations of the respective regulators.

Duediligenceis performed to ensure that the financial activities of the Bank's customers are performed in accordance
with the guidelines issued by the regulatory authorities.

The Bank continuously endeavors to enhance its Compliance and Anti Money Laundering systems. The Bank .as
part of its enhancement efforts, has recently started implementing the national E-KYC initiative which was launched
nationwide as part of the Kingdom of Bahrain's digitization initiatives related to the Banking Sector.

The Bank adheres to the Financial Crimes Module of Central Bank of Bahrain's Rulebook. The module contains
Bahrain's current anti-money laundering legislation, developed under the directives of the Financial Action Task
Force, which is the international organization responsible for developing global anti-money laundering policies.
The Bank complied with Foreign Account Tax Compliance Act (FATCA) and Common Reporting Standards (CRS)
requirements as mandated by the Central Bank of Bahrain (CBB).

REMUNERATION AND APPOINTMENT OF THE EXTERNAL AUDITORS

During the Annual General Meeting held on 17 March 2021, the shareholders approved the re-appointment of KPMG
as external auditors for the year ending 31 December 2021 and authorized the Board of Directors to determine their
remuneration. The Bank has appointed the auditor for several non-audit services which were cleared as per the
Bank’s internal policies and procedures. The Board has approved the fees related to those services on cases by case
basis.

INTERNAL CONTROL

Internal control is an active process that is continually operating at all levels within the Bank. The Bank has established
an appropriate culture to facilitate an effective internal control process. Every employee of the Bank participates in
the internal control process and contributes effectively by identifying risks at an earlier stage and implementing
mitigating controls at optimum cost. Residual risk is properly communicated to the senior management and
corrective actions are taken.

KEY PERSONS POLICY

The Bank has established a Key Persons’ Policy to ensure that Key Persons are aware of the legal and administrative
requirements regarding holding and trading of the Bank’s shares, with the primary objective of preventing abuse
of inside information. Key Persons include the Directors, Executive Management, designated employees and any
person or firm connected to the identified Key Persons. The ownership of the Key Persons’ Policy is entrusted to the
Board's Audit Committee. The latest Key Persons’ Policy is posted on the Bank's website and is updated every board
term.
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Corporate Governance Report (Continued)

EMPLOYEE RELATIONS

Al Salam Bank is committed to promoting a diverse and inclusive environment and encourages understanding of the
individuality and creativity that each employee uniquely brings to the Bank. Employees are hired and placed on the
basis of ability and merit. Evaluation of employees is maintained on a fair and consistent basis.

In line with the Bank’s policy of being on equal opportunity firm and as part of Central Bank of Bahrain's Rulebook
and Corporate Governance requirements, the Bank shall not employ relatives of employees up to the 4th degree.
Existing employees must alert the Human Resources of any relatives or relationship of other employees or candidates
being interviewed. Failure to do so will subject the employee to disciplinary action pursuant to the Law No. 36 of 2012
Promulgation of the Labour Law in the Private Sector and the Bank's Disciplinary Guidelines.

COMMUNICATION POLICY

The Bank recognizes that active communication with different stakeholders and the general public is an integral
part of good business and administration. In order to reach its overall communication goals, the Bank follows a set of
guiding principles such as efficiency, transparency, clarity and cultural awareness.

The Bank uses modern communication technologies in a timely manner to convey messages to its target groups and
shareholders. The Bank shall reply without unnecessary delay, to information requests by the media and the public.
The Bank strives in its communication to be as transparent and open as possible while taking into account Bank
confidentiality. This contributes to maintaining a high level of accountability. The Bank also proactively develops
contacts with its target groups and identifies topics of possible mutual interest. The Bank reinforces clarity by
adhering to a well-defined visual identity in its external communications. The Bank's formal communication material
is provided in both Arabic and English languages.

The annual reports and quarterly financial statements and Corporate Governance reports are published on the
Bank’s website. Shareholders have easy access to various types of forms including proxies used for the Annual
General Meeting. In addition, forms are also available online to file complaints or make inquiries which are duly dealt
with. The Bank regularly communicates with its staff through internal communications to provide updates of the
Bank's various activities.

WHISTLE BLOWING POLICY

This Policy details the procedures for a whistleblower to escalate a complaint to the designated authority and
procedures that are to be followed by the Audit and Risk Committee to ensure that a valid whistleblowing complaint
is investigated properly and action taken appropriately, while protecting the whistleblower from any adverse reaction
due to their complaint.

DELEGATION OF AUTHORITY LIMITS

Approving limits for the Board, Board Committees and other designated individuals are incorporated into the
Delegation of Authority Limits. The authorities are established for both financial and operational activities.

DISCLOSURES

The Bank has a Disclosures Policy in place detailing the Bank's internal as well as external communications and
disclosures. The Board oversees the process of disclosure and communication with the internal and external
stakeholders.
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HC Comply or Explain:

Sr Rule

1

HC-14.6 - The chairman of the Board should be
an independent director, so that there will be an
appropriate balance of power and greater capacity
of the Board for independent decision making.

Recommendation

Given the vast experience of the Chairman, the
Board has seen fit for him to become Chairman
and is able to represent all shareholder tiers in a
fair manner. The Central Bank of Bahrain has no
objections on the Board structure.

2

HC-5.3.2 (Remuneration Committee) - The committee
should include only independent directors or,
alternatively, only non-executive directors of whom a
majority are independent directors and the chairman
is an independent director. This is consistent with
international best practice and it recognizes that the
remuneration committee must exercise judgment free
from personal career conflicts of interest.

Given the vast experience of the Chairman and
his time with the Bank, it was decided that he
is the most fit to chair the said Committee. The
Central Bank of Bahrain has no objections on the
Committee structure.

3

HC-6.615 and HC-3.21 (Board Audit and Risk
Committee) - The risk/ audit committee must be
chaired by an independent director.

Given the current Chairman’s experience in the
Audit Committee and his role during the multiple
transition periods experience by the Bank as the
Audit chair, it was seen that he is the most fit to
chair the Committee. This was approved by the
Central Bank of Bahrain.

4

HC-7.2.2

The Bahraini Islamic bank licensee should require
all directors to attend and be available to answer
questions from shareholders at any shareholder
meeting and, in particular, ensure that the chairs of
the audit, remuneration and nominating committees
are ready to answer appropriate questions regarding
matters w thin their committee’'s responsibility (it
being understood that confidential and proprietary
business information may be kept confidential).

Only members who were able to attend have
attended (this was due to Covid 19).
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ORGANIZATIONAL STRUCTURE
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Al Salam Bank B.S.C.
P.O. Box 18282, Manama, Kingdom of Bahrain

Shareholder Affairs
Tel: +973 1713 3399
Fax: +973 1713 1073
E-mail: investors@alsalambahrain.com

www.alsalambank.com




