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Report of the Audit Committee in Jazan Energy and Development Co. to the General Assembly For the fiscal year ending on 12/31/2020

Introduction:

The audit committee in the Jazan Energy and Development Company operates
in accordance with the requirements ot Article (104) of the Saudi Companies
L Aictitic (E5) o el Girparate! Gove rnnce Regulations ssued by the
Board of the Capital Market Authority, and Article (41) of the Company's
Articles of Association and Article (5) Fromthe company's audit committee
work bylaw, which defined its @sks, specializations, Authorities, and
responsibilities.

The internal control system plays a major role in the process of evaluation,
follow-up, correcting performance, detecting deviations, identifying
opportunities, and managing obstacles to achieve the goals of the company

and verify theintegrity and integrity of reports, financial statements and
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Formation of the audit committee: tdax Ll Ao id
The current audit committee consists of 3 members independent AW el 3 Chaia AdiTows elael (1) RELMIESFPEANSETES) callas
members specialized in financial and accounting affairs, as follows: : L}.‘ LS sillly

1) Mr. Adeeb bin Muhammad Abanami

(Chairman of the Committee - Independent Board Membe)
2) Mr. Aziz bin Muhammad Al-Qahtani

(member of the committee - independent external member)
3) Mr. Adel BinSaleh Aba Al-Khail

(Committee Member - Independent External Member)

During the year 2020 AD, the committee held (8) meetngs whereit cariied

out the following tasks and responsibilities:

O Financial Reports

—  Swdying the initial and annual financial statements of the company
related o its financial Performance bafore submirting to the Board of
Directors, to ensure its integrity, fairness and transparency, and express
its opinion,

—  Providing a technical opinion upon the request of the Board of Directors
onwhether the report of the board and the financial satements of the
compa.n)r are fair, ba'anced and understanda.b'e, and inc|uc|e
information that allows shareholders and investors to evaluate the
financial position of the company, its performance, business model and
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Swdying any import@ant or unusual issues included in the financial
reports.

Care‘fu“}f researching any issues raised b)r the compan)r'sfinanciﬂ
director, whoever assumes his duties, the company's compliance officer,
or the auditor.

Verifying the accounting estimates inthe material issues mentioned in
the financial reports.

Swdying the accounting policies applied in the company and express

opinion and recommendation to the Board of Directors in this regard.

o Intemal Audit

Studying and reviewing the company's internal and finandal control
and risk management systems, and preparing a written report that
includes its recommendations and opinion on the adequacy of these
systems and the work they have performed within the scope of its
competence, provided that the Board of Directors deposits sufficient
copies of this report in the company's headquarters (twenty one) days
before the date ofthe General Assembly to provide the shareholders a
copy thereof. The report shall be read during the assembly.

Studying the internal audit reports and follow up the implemenmartion
of corractive measures for the notes contained therein.

Studying the internal audit reports and follow up the implementation
of corrective measures for the observations contained therzin.

Conwol and supervise the performance and activities of the internal
auditor and the Internal Audit Department in the company, if any, to
\:erify the avai|a|>i|iry of the necessary resources and their effectiveness
in performing the work and tasks assigned to it. If the company does
not have an internal auditor, the committee must submit its
recommendation to the Board regarding the extent of the need o
appoint him.

Recommending to the Board of Directors to appointa director of an
internal audit unitor department or the internal auditor and

sugge st ng his remuneration.

o External Auditor
Recommending to the Board of Directors to nominate and dismiss
auditors, determine their fees and evaluate their performance, atter
verifying their independ ence and reviewing the scope of their work and
the terms of contracting with them.
Verifying the auditor's independence, objectivityand fairness, and the
effectiveness of the auditwork, taking into account the relevant rules

and standards.
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—  Reviewing the company's auditor's plan and his work, verifying that he
has not submitted technical or administrative works outsidethe scope
of the audit work, and expressing its views on that.

—  Responding to the inquiries of the companies’ auditor.

—  Swdying the auditor's report and his notes on the financial statements

and follow up on what has been taken in their regard.

O Ensuring Compliance

—  Review theresults of the reports ot regulatory authorities and veritying
that the company has taken the necessary actions in this regard.

—  Verifying the company's compliance with the relevant laws, regulations,
policies and instructions.

—  Reviewing the conwacts and proposed transactions that the company
conducts with related parties, and providing its views regarding this to
the Boaid of Directors.

—  Raising the issues it deems necessary to take action in their regard to the
Board of Directors, and make recommendations on the measures to be

taken.
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Results of Internal Audit, Evaluation of Internal Control Effectiveness

and Audit Commitree Opinion

Tl-ﬂ CDmPa.rI)F FD"DWS an hternil l:ontl'ol framework bﬂsed on l‘hree IinES Df
defense. The various business sectors of the company adapt their activities in
accordance with the laws and regulations of the company. The internal
control departments, which arethe second line of defense, evaluate, measure
and monitor the levels of ditterent risks in terms of operations and in line with
d‘ie CDntrDIS to ensure thﬂ.t the CDn'IPan)" meets l‘l'le Stﬂlutor)f req uiren'lenl‘s.
The internal audit department performs the task of the third line of defense
and conducts the necessary examinations and reviews to verify the company's
compliance with the policies of procedural guides based on the internal audit
work implemented during the year for the various departments of the
company. In the opinion of the Audit Committee, one of theresponsibilities
and roles of the Audit Committee is to ensure the adequacy of the company's
inernal control and carry out its work in accordance with the bestpracicesin
force, byfollowing up and swdying reports issued by internal or external
references. The company's executive management signs staiements aimed at
affirming its responsibility to provide internal control procedures that
reasonabl)' ensure I}'ﬁe Eﬂecl‘i\)eness and Efﬁciel\q Df the CDmPﬂn}'IS
operations and the control procedures applied therein, induding the
credibility and integrity of financial reports, and compliance with the
company's regulations, laws and policies. The Company's Internal Audit

Department implements the annual audit plan approved by the Audit
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Commitiee toassess the status of internal control applied with a focus an
assessing the legularory environment, organizational structure, risks, policies
End Procedureﬁ, SePﬂrﬁriOn O'I: tﬁSkS, and in]corn'lafion Systen'lS, b)" rﬂnd Omb’
sampling the activities planned for review with aview to ascertaining the
effectiveness and efficiency of the designed and applied internal control
systems, and obtaining reasonable assurances of the effectiveness and
efficiency of internal control procedures during the year. The Audit Committes
ensures that the external auditor performs its responsibilities towards the
company by following up the plans and implementation of the audir work to
obrain areasonable degree of conviction that the accounting standards
adoptedin Saudi Arabia have been applied to the company and that the
results reports of the company's quarterly and annual financial statements are
free of material errors according to the unreserved opinion by the external
auditor during 2020. Based on the work of the Audit Committee during the
year, it was found that there were a number of observations and most of them
were addressed. Moreover, itisnot possible to emphasize absolutely the
comprehensiveness of the examinations and evaluation processes, as the
audit process is essentially based on random sampling due to the spread ot
the company's operations and geographica| expansion within the Kingdom.
Therefore, the improvement efforts referred to above, and the development
processes are continuing by the Committee and the internal control
departments of the company to ensure more effectiveness and efficiency in

the mechanism of follow-up processes and procedures of internal control.
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