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Audit Committee Report to the Board of Directors for the year 2025

Introduction

The primary role of the Audit Committee is to assist the Board of Directors in
fulfilling its oversight responsibilities in several areas, including the integrity of
financial reporting, the effectiveness of the risk management framework and
system of internal controls, and adherence to ethical and compliance principals.
The Audit Committee is also responsible for evaluating the quality, independence
and objectivity of the external auditor. In addition, the committee oversees the
work and quality of the internal audit department.

Committee members and attendance

The Audit Committee consists of three independent members; one member from
the Board of Directors and two members from outside the Board. The Committee
performs its duties in accordance with the approved Audit Committee Charter.
The Internal Audit Director attends all Audit Committee meetings, while the
Finance Director and the External Auditor attend meetings upon the Committee's
invitation, as stipulated in the Audit Committee Charter.

During the year 2025, eight (8) meetings were held, and the attendance of
members was as follows:

Members Status Attendance

Dr. Fahad Saleh Alhumaidah* Independent 4/4
Board Member

Mr. Mohammad Abdulaziz Alshayea | Independent 8/8

Dr. Abdullah Saghaier Alhussaini Independent 8/8

Mr. Abdullah Ateeq Alfawaz** Independent 4/4
Board Member
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*Appointed on 16 June 2025.
**Retired on 14 June 2025.
Review of Financial Statements

The committee reviewed the external auditor's reports, examined the annual
financial statements for the year ended December 31, 2024, and the quarterly
financial statements for the periods ended March 31, 2025, June 30, 2025, and
September 30, 2025, and recommended their approval to the board of Directors.

All generally accepted and other applicable Saudi standards including IFRS were
followed on a going concern basis, which presents fairly the state of affairs, results
of operations, cash flows, and changes in equity of the Company.

The committee reviewed the impact of amendments and application of
International Financial Reporting Standards (IFRS) and any regulatory
requirements on financial statements.

The committee reviewed the accounting policies and significant judgments and
estimates underpinning the financial statements. The Committee was satisfied
that the company has maintained proper and adequate accounting records.

The external auditor was allowed direct access to the Audit Committee and
necessary coordination with internal auditor was ensured.

The Committee held meetings with the external auditors during the year and
reviewed the audit plan, including their assessment of the financial reporting. The
Committee discussed the views and conclusions of external auditor regarding
management’s treatment of significant transactions and areas of judgment during
the year and external auditor confirmed they were satisfied that these had been
treated appropriately in the financial statements. Major findings arising from the

T T0 g5 V1 gyl diesd 3%
LY V0 9092 V€ Foyl dbgunc BAS Cugi]**
Aol @5l i)l da>lyo

ddd a;ﬁy.m.“ 4l ‘d\jﬂ‘ dazlpas Cuwldyg ‘$)&J\ &>\J¢J\ Jf)w e dll calbl

BY - Y0 Guyle Y dxgiial) 88 Dogies gyt ALl @Slgllg aY - YE awd T (3 dgiiall

ByloYl judexa) Wolaiels Cuogly pY Y0 s Y90V Y0 95 Y+ 9

[GIK) L“g Lo d}o:uo_” %JM‘HL&AJ‘ o L lade C)lasall julandl o &LJ! {03
Jale JSaw oya3 (@ly eyl o uliad e W1 pylad! slaey Aol sulaol!
ASLl 3gi> (§ wlaadlly duadl oladadly ldeal| gl 4501 jubs

&lg (IFRS) &l )yl slaey ddall ulandl Gadaiy cdudai! 3T dizll b yasiul
Al @158l e duandas cldlaie

©3lgall Led] il gS”“” dy0 g2l ol ypaailly ‘aﬁ;ﬁb duwlall Oluwbed) Ll Cazly
4889 duwolin dwles CMomuo Jadiss 4S54 Of izl Caasidly LA

.L?l&\JJl &?’!}AJ‘ &o Lng)g_,,bj\

dlas dazlyas Coliy pladl I3 e Bl Gbluad! (22l o Olelaiz | Ll de
onxzlall Ol lisiusly shT &bl cotdly Al al) egepds 3 § Loy cdazlyll
0@l Osmdl Ogazlyall STy dalgll D lelrall BylaYl dlolaay (Blaiy lagd eyl

Adledl @318l (§ Cunlin 9o audlgell ode dodlany Ogaisie

2|Page lMW

Audit Committee report 2025

Y.Y0 dazlyaldl dizx) 43,45




walapll Siuiosi
RIYADH CEMENT

audit and any matters that the external auditors wished to highlight were freely
discussed with them.

The Audit Committee reviewed the Management Letter issued by the external
auditor and the management response thereto. Observations were discussed with
the auditor and required actions were recorded.

The Audit Committee reviewed the external auditor’s performance and
independence and did not identify any deficiency.

Appointment of External Auditors

The Audit Committee, through the Internal Audit Department, requested
proposals from several accounting firms: Ernst & Young (EY), KPMG, BDO Dr.
Mohammed Al-Amri, RSM, and PKF Al-Bassam to audit the company's Financial

Statements (including the annual audit and the reviews for Q1, Q2 and Q3) during
the years 2025, 2026, 2027, and the Q1 of 2028. The accounting firms submitted
their technical and financial proposals, and the financial proposals were as

follows:
Audit firm Audit fee in SAR (exclusive of VAT)
EY 2,030,000
KPMG 2,810,000
BDO Dr. Mohammad Al-Amri 2,120,000
RSM 2,415,000
PFK Al-Bassaam 2,000,000

The Audit Committee discussed the technical and financial proposals in detail and
assessed the suitability of firms to serve the company as external auditors.
Further, the Committee reviewed and evaluated the comparative analysis
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Accordingly, the Audit Committee recommended Board of Directors to
nominate EY (1% option) and KPMG (2" option) to the General Assembly to
appoint one of them as external auditor to review Q1, Q2 and Q3 and audit
annual financial statements for year 2025, 2026, 2027 and review of Q1 of 2028.

Internal Audit

The internal audit department is an independent appraisal function for the review
of the control system, risk management and governance in all areas of the
business activity and provides management with objective evaluations, appraisals
and recommendations on the adequacy, effectiveness and compliance.

The company’s Internal Audit department is headed by a Chartered Certified
Accountant who is suitably qualified and experienced and well aware of the
Company’s policies and procedures. The Internal Audit Director reports to the
Audit Committee.

The Internal Audit department operates under the charter approved by the Audit
Committee, and the Internal Audit Director has direct access to the Audit
Committee.

The company’s internal audit department prepares an annual audit plan in which
all major systems and areas of activity are audited. The Audit Committee reviewed
and approved the internal audit plan, budget and resource requirements
necessary for executing the plan.

Internal audit reports included findings, risks, recommendations, management
responses and date of implementation for the agreed action plans. These reports
were submitted to the appropriate level of management. Follow-up audit reviews
were performed by Internal Audit to ensure implementation.
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The internal audit for the year 2025 resulted in 38 observations.

In addition, 25 audit observations reported in previous years are unresolved and
pending with the management of which 5 audit observations have been partially
resolved.

Review of Risk Management, Internal Control and Compliance

The Audit Committee, through Internal Audit department, reviewed the major
financial and business risk exposures and control issues, including fraud risk and
governance issues, and assess the adequacy of computer and operational systems
recovery plan and controls in ERP system.

The Audit Committee reviewed the company’s overall approach to risk
management and control, and its processes, outcomes, and disclosure.

The Committee also reviewed the company’s policies and procedures and
reported gaps and weaknesses.

The Audit Committee reviewed the related party transactions, and accounts
receivables.

The Audit Committee reviewed compliance with laws, regulations and contracts.
Further, a review of pending litigations and investigations was conducted.

Based on the internal audit reports, the audit committee reviewed the adequacy
of governance, controls and compliance in all the areas audited and discussed
corrective actions in the light of management’s responses.

The Audit Committee highlighted significant issues, including high overdue trade
receivables, and escalated these issues to the Board of Directors during the year.
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Opinion of the Audit Committee

Generally, an internal control system (no matter how effective it is) cannot
provide an absolute assurance, however it can provide a reasonable assurance
about the reliability and effectiveness of internal controls.

Based on the findings in the internal audit and external auditor reports, the
Audit Committee concludes that there are internal controls placed in the
company however, further improvement and development is needed to address
gaps in the Internal Control system.

Key Recommendations of the Audit Committee

The Company’s system of internal control is continually evaluated for
effectiveness and adequacy. Some of the key recommendations by the Audit
Committee are as under:

1. Management should review the company’s policies, procedures, and
Authority matrix, eliminate errors, fill the gaps through improvements and
enhancement of controls, and implement these in the ERP system to
strengthen governance, control and compliance.

2. There is a weakness in the company's automated accounting system, and
management needs to improve the system and make it more effective.

3. The audit committee urged the board of directors to direct the management
to take corrective action to address all pending audit observations.

4. Management needs to effectively complete implementation
enhancement of new ERP.

5. The committee recommended to promptly fill (two) vacant positions in the
Internal Audit Department, but this was not done.

6. The committee advised the company to strengthen its capabilities in the areas
of governance, risk, and compliance, but this was not done.
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