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Sharaka B.S.C. (c) Commercial Registration No. 81244-1

Corporate Governance Report for the year 2020

Description of the actions taken to complete the Corporate Governance Code during the
year 2020 and how they were applied.

Sharaka B.S.C (c) is a wholly owned subsidiary of Naseej BSC, specifically created to carry out the Public Private
Partnership project with the Ministry of Housing. Being a special purpose vehicle (SPV), the company does not
have its own audit committee or remuneration, nomination, and governance committee; it only has a dedicate
Board. All its operations is handled by Naseej BSC. Naseej BSC has always endeavoured to be compliant with the
Corporate Governance practices over the years as part of best practices when the Corporate Governance code
was introduced by CBB, though the Company was not regulated by CBB. Naseej BSC have carried out gap analysis
of the group with the introduction of the new code and accordingly implemented the new code in full at group
level. A “Corporate Governance Officer” was appointed and communicated to the Ministry of Industry, Commerce
& Tourism (MOICT).

Description of the transactions of the directors, their spouses and sons on the Company’s
shares during the year 2020 according to the following table:

There were no transactions related to the directors, their spouses and sons on the Company’s shares during the
year 2020.

3- Composition of the Board:
a. Description of the current Board composition according to the following table:
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b. Description of the following:

1. Total remunerations paid to the directors for the (last) year 2020.
There was no remunerations paid to the directors in the year 2020.
Board sitting fees amounted to BD 6,000.

2. The proposed total remunerations to be paid to the directors for the year 2020, which
will be presented at the annual general meeting for approval to be held on 29 June

2021.
No proposed remuneration to be paid to the directors for the year 2020.

3. Description of the sitting fees paid to the directors for attendance of the Board’s

committees for the financial year 2020 according to the following table:

Since Sharaka is a Special Purpose Vehicle created by Naseej B.S.C. to handle a single project,
no separate committees were created for this company as all its operations are handled by

Nassej BSC.

c. Number and dates of the Board’s meetings held during the financial year 2020, in

addition to the number of times directors attended in person or by visual communication

and a description of the directors present by proxy.

Meeting Board Meeting No. of Directors No. of Directors No. of Directors
No. Date Attending in Attending by present by proxy
person phone
1 26 April 2020 3 0 None
2 07 July 2020 3 0 None
3 10 September 2020 3 0 None
4 07 December 2020 3 0 None
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d. Description of the Board’s duties and competences carried out on its behalf by the

Executive Management by delegation of authority, specifying the duration and validity
of the delegation.

The Board carries its duties and competences as per the Board charter and no duties of the
Board have been carried out on its behalf by the Executive Management by delegation of
authority.

. Details of transactions with related parties (stakeholders), indicating the nature of

relationship and type of transaction.

Name Relationship Amount | Type of Transaction
Ithmaar Bank Shareholder of - Income from bank
Parent Co. deposits/placements

f. The Company’s organizational structure, including the first and second grades at a

minimum and including the Company’s general manager and/or chief executive officer,
deputy general manager and managers.

BOD & BOD Committees

Managing Director

General Manager

N

Head of Finance

g. Total remunerations paid to the key executive officers (the top five employees), including

salaries, benefits, allowances, increases, stock options, end-of-service benefits,
pensions, etc.
BD 20,000

External Auditors:

a. Providing shareholders with the auditor's profile and overview of its professional

performance.

Deloitte & Touche (M.E.), Bahrain are external auditors of the Company. Deloitte in Bahrain was
established in 1955 and is part of Deloitte & Touche (M.E.). Deloitte & Touche (M.E.) is a member firm
of Deloitte & Touche Tohmatsu Limited (DTTL). Through the years the variety of high quality of services
delivered by Deloitte Bahrain has been instrumental in the setting up of a wide range of small, medium
and large businesses (including some banks and insurance companies) on the island.
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b. Fees and charges for the audit or services provided by the external auditor during the

year 2020, in addition to a description of the auditor’s years of service as the Company’s

external auditor. According to the following table:

Name of the audit firm Deloitte & Touche (M.E.), Bahrain
Years of service as the Company’s external auditor 4 years
Name of the partner in charge of the Company’s audit Mr. Irshad Mahmood

The partner’s years of service as the partner in charge of the

Company’s audit 3 years
Total audit fees for the financial statements for the year 2020 (BD) 2,750
Other special fees and charges for non-audit services other than
auditing the financial statements for the year 2020 (BD) if any. In Nil

the absence of such fees, this shall be expressly stated

5- Audit & Risk Committee (ARC):

Sharaka is supervised by the parent company’s committee (Naseej B.S.C.).

a. Names, competences and duties of the audit committee's members.

# | Name |
1 | Abdulelah Algasimi Chairman (from 28-Jun-2018) |
2 | Abdulhakeem Almuwata Member (from 28-Jun-2018) |l
3 | Khalil AlImeer Member (from 28-Jun-2018) |

Competencies:
The BOD must satisfy itself that at least a majority of the Committee members have financial literacy

qualifications as set out in the Bahrain Corporate Governance Code, which includes:

* an ability to read and understand corporate financial statements including the balance sheet,
income statement and cash flow statement and changes in shareholders’ equity;

e an understanding of the accounting principles which are applicable to the Company’s financial
statements;

» experience in evaluating financial statements that have a level of accounting complexity
comparable to that which can be expected in the Company’s business;
an understanding of internal controls and procedures for financial reporting; and
an understanding of the Audit and Risk Committee’s function and importance.

Duties:
General Responsibilities:

e Have regard to the Laws of Bahrain and any approved Company policies relative to the matters
under consideration;

o Carry out additional functions and adopt additional policies and procedures as may be
appropriate in light of changing business, legislative, regulatory, legal or other conditions;

e Carry out any other responsibilities and duties delegated to it by the BOD related to the
purposes of the Committee;
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Remain flexible, to best react to changing conditions and to be in the best position to ensure to
the BOD and stakeholders of the Company that the Company’s governance principles, policies,
standards and practices are upheld and maintained in all matters before it, so as to optimally
assist the BOD and the Company’s Management to effectively and efficiently promote the best
interests of the Company by appropriately balancing the interests of its stakeholders;

May not delegate any of its decision making responsibilities to Management;

May study or investigate any matter of interest or concern that it deems appropriate or relevant
to the matters before it for review;

Maintain effective working relationships and open avenue for communication between the BOD,
Management, and the Internal and External Auditors.

If necessary, institute special investigations as and when required and hire special counsel or
experts to assist; and

Review any other matter referred to it by either the BOD or the Chairperson.

Internal Control:

Obtain explanation from management and internal auditors and external auditors on whether
NASEEUJ’s financial and operating controls are adequate and functioning effectively.

Ensure that the Company’s operations, individually and collectively are measured, monitored
and controlled by appropriate effective and prudent risk management framework/system that
commensurate with the scope of the Company’s activities and are supported by an appropriate
control environment.

Monitor and review the standards of risk management and the effectiveness and integrity of
internal control systems, including the procedures for ensuring that material business risks,
fraud and related matters, are properly identified and managed.

Review compliance systems to ensure compliance with legislation including relevant filings and
compliance with the accounting standards.

Ensure management is accountable for the security of computer systems and applications, and
the business continuity and disaster recovery plans.

Confirm with the internal and external auditors any fraud, illegal acts, deficiencies in internal
control or other similar issues and ensure that audit / control recommendations by internal and
external auditors are promptly implemented.

Financial Reporting:

Examine all formal announcements relating to financial performance including annual and half
yearly financial statements, or quarterly, as may be required as a publicly quoted company,
and all preliminary financial announcements before submission to the BOD including:

o Considering the appropriateness and application of accounting policies, compliance with
accounting standards, stock exchange, legal and regulatory requirements, including any
changes in accounting standards in the period;

o Considering any significant adjustments proposed by the Auditor during their review and
any matters of significant disagreement between Auditor and management;

o Considering and concluding on the treatment of any other major judgmental items;

o Considering the appropriateness of the going concern assumption;

o Reviewing the disclosure of the principal Audits in the business and the associated corporate
governance statement regarding internal controls and compliance with the Bahrain
Corporate Governance Code;

o Reviewing the clarity and completeness of disclosures in the financial statements and
consider whether the disclosures made are set properly in context; and

o Considering whether the financial statements provide a true and fair view.

Prepare a report for inclusion in the Annual Report detailing:

o A summary of the role of the ARC;

o The names and qualifications of all members of the ARC during the period;
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o The number of ARC meetings; and

o The way the ARC has discharged its responsibilities.

Ensure processes are established and maintained to address critical financial reporting risks
and transparency of financial reporting.

Monitor the integrity of the Company’s financial statements (including annual and interim
reports, preliminary result announcements and any other formal announcements relating to the
Company'’s financial performance), reviewing significant financial reporting issues and
judgments which they contain.

Review and challenge, where necessary, the consistency of, and any changes to, accounting
policies both on a year-on-year basis and across the Company.

Review proposed professional and regulatory pronouncements regarding accounting policies
and financial reporting and assess their impact on the Company’s financial statements.
Discuss with management and the external auditor any correspondence with regulators or
governmental agencies and any published reports which raise material issues regarding the
Company’s financial statements or accounting policies.

Review any legal matters, which could significantly impact the financial statements.

Examine the process of preparation of annual and interim financial statements including
adherence to accounting standards.

Review Management's assessment of the effectiveness of the Company’s internal control
structure and procedures for financial reporting.

Pay particular attention to complex and/or unusual transactions as well as judgmental areas
involving commitments and contingencies.

Meet with Management and the external auditors to review the financial statements, the results
of the audit, management letter and the annual report before its release.

Determine the appropriateness of the going concern assumption as the basis on which the
accounts are prepared.

Monitor the adequacy of management reporting processes.

External Audit:

Recommend to the BOD for approval by the shareholders the appointment of the external

Auditor and monitor thereafter the relationship including:

o Considering the audit fee, and fees for non-audit work;

o Approving their engagement letter, including any issued at the start of an audit;

o Considering the nature, scope and materiality of the audit, ensure that there are no
restrictions on the audit scope;

o Reviewing the external Auditor's management letter and management's response;

o Agreeing with the BOD, a policy on the employment of former employees of the Auditor;

o Monitoring the Auditor’s compliance with relevant ethical and professional guidance on the
rotation of partners;

o Seeking reassurance that the auditors and their staff have no financial, business,
employment or family and other personal relationship with the company which could
adversely affect the auditor’'s independence and objectivity;

o Defining a formal policy to specify the types of non-audit work that the Auditor is excluded
from; can be engaged without referral to the Committee; and for which a case by case
decision is necessary; and

o Reviewing the effectiveness and objectivity of the audit process on an annual basis, the
quality control procedures and consider the expertise and resources of the Auditor. The
annual transparency report of the audit firm should also be considered, when published.

Meet at least annually with the external Auditor, without management being present, to discuss

their remit and any issues arising from the audit.
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