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Report of the Audit Committee Jazan Development and Investment Co. to the General Assembly For the fiscal year ending on 31/12/2024

Introduction:

The Audit Committee of Jazan Development and Investment Company
operates in accordance with the requirements of Article (52) of the Corporate
Governance Regulations issued by the Board of the Capital Market Authority
and Article (10) of the Audit Committee's bylaws, which defined its tasks,
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 the integrity and integrity of reports, financial statements and internal

control systems.
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Formation of the audit committee:

The current Audit Committee consists of (3) independent members
specialized in financial and accounting affairs who were formed on May
15, 2022 as follows:

1) Mr. Turki Ahmed Alobilan

(Chairman of the Committee - Independent Board Membe)

2) Mr. Abdulmajeed Sulaiman Mohammed Aldukhail

(member of the committee - independent external member)

3) Mr. Abdulaziz Sulaiman Abdullah Aldukhail

(Committee Member - Independent External Member)

During the year 2024, the committee held (8) meetings where it carried out the

following tasks and responsibilities:

—  Studying the initial and annual financial statements of the company
related to its financial performance before submitting 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
on whether the report of the board and the financial statements of the
company are fair, balanced and understandable, and include information
that allows shareholders and investors to evaluate the financial position
of the company, its performance, business model and strategy.

—  Swudying any important or unusual issues included in the financial
reports.

—  Carefully researching any issues raised by the company's financial
director, whoever assumes his duties, the company's compliance officer,
or the auditor.

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

—  Studying the accounting policies applied in the company and express

opinion and recommendation to the Board of Directors in this regard.
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—  Studying and reviewing the company's internal and financial control and
risk management systems, and preparing a written report thatincludes 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 of the
General Assembly to provide the shareholders a copy thereof. The report
shall be read during the assembly.

—  Approval of internal audit plan Studying the internal audit reports and
follow up the implementation of corrective measures for the notes
contained therein.

—  Monitoringand supervising the performance and activities of the internal
audit department in the company, to ensure its effectiveness in
performing the work and tasks entrusted to it and to ensure its
independence.

—  Recommending to the Board of Directors to appoint a director of an
internal audit unit or department or the internal auditor and suggesting
his remuneration.

— Recommending to the Board of Directors to nominate and dismiss
external auditors, determine their fees and evaluate their performance,
after verifying their independence and reviewing the scope of their work
and the terms of contracting with them.

—  Verifying the auditor's independence, objectivity and fairness, and the
effectiveness of the audit work, taking into account the relevant rules and
standards.

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

= Responding to the inquiries of the companies’ auditor.

—  Studying the auditor's report and his notes on the financial statements
and follow up on what has been taken in their regard.

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

—  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
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and Audit Committee Opinion

The company adopts an internal control framework based on the Three
Lines of Defense model (business units, internal control departments, and
internal audit department). The business units, representing the first line of
defense, align their activities with the company’s approved systems and
regulations. Meanwhile, the internal control departments, forming the

second line of defense, assess, measure, and monitor various risk levels
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across operations and business activities, ensuring alignment with
approved controls and procedures to meet regulatory requirements. The
internal audit department acts as the third line of defense, conducting
necessary examinations and audits to verify the company’s compliance
with operational procedure manuals, based on the risk-based audit plan

executed throughout the year across the company’s different departments.

The Audit Committee ensures the adequacy of the company’s internal
controls by reviewing and studying reports issued by the internal and
external auditors and verifying their independence. The company’s
executive management, as part of its responsibility, ensures the
implementation of internal control procedures that reasonably guarantee
the effectiveness and efficiency of company operations and the applied
control measures, including the reliability and integrity of financial reports,
and compliance with relevant laws, regulations, and company policies. The
company’s Internal Audit Department implements the annual risk-based
audit plan approved by the Audit Committee to assess the internal control
environment. The focus is placed on evaluating the control environment,
organizational structure, risks, policies and procedures, segregation of
duties, and the efficiency of information systems. This is done by selecting
random samples from planned audit activities to examine and verify the
effectiveness and efficiency of the internal control systems and to obtain
reasonable assurance on the performance of internal controls throughout
the year. The Audit Committee also ensures that the external auditor fulfills
their responsibilities towards the company by monitoring the planning and
execution of audit activities to obtain reasonable assurance that the
International Financial Reporting Standards (IFRS) adopted in Saudi Arabia

have been applied.

Based on the Audit Committee’s activities during the year, the
Committee affirms that through the tasks it carried out, it has
reviewed the observations and discussions presented by the
company’s external auditor during the examination and audit of the
financial statements.

The Commiittee also supervised the Internal Audit Department within
its scope of authority and responsibilities, as the department submits
its reports to provide observations and recommendations aimed at
enhancing the internal control system and its procedures.

Executive management continuously implements corrective actions,
including updating, developing, and completing policies, procedures,
and organizational structures, in addition to improving IT systems and

automating processes, all under the Committee’s oversight.
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Accordingly, there are no material observations that affect the normal
course of business under the current control system.

However, the Committee emphasizes the need for periodic review,
development, and continuous improvement of the internal control
system, highlighting the Committee’s pivotal role in monitoring the
observations and recommendations issued by the Internal Audit
ensure their effective

Department to implementation and

application.
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