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Audit Committee Report to the Board of Directors for the year 2023
Introduction

The primary role of the Audit Committee is to assist the Board of Directors in
fulfilling its oversight responsibilities in areas such as the integrity of financial
reporting, the effectiveness of the risk management framework and system of
internal controls as well as consideration of ethics and compliance matters. We
are also responsible for assessing the quality of the audit performed by, and the
independence and objectivity of, the external auditor. In addition, we oversee the
work and quality of the internal audit department.

Committee members and attendance

The Audit Committee comprises two independent members and one independent
Board member. The committee performs its duties according to the approved
Audit Committee Charter. The Internal Audit Director attends all the Audit
Committee meetings, whereas the Finance Director and External Auditor attend
the Audit Committee meetings by invitation, as provided in the Audit Committee
Charter.

Seven (7) meetings of the Audit Committee were held during the year 2023. The
membership of the Audit Committee and attendance at meetings is set forth
below:

Y YV ple 4 ByloVl udomod daspoll dize) 1,45

doddiie

3 4By Blsunas slig)l (3 BoY yuloms Bucline (§ dazrlyedl dizel) (qoludl 5ol Jrans
Al algaall plialy lolseall Bylof U] dulady cddlall yylasll dodlu (Jio Yo
Aazlyell B9 @il o Ll Oglggume (o JUnadly G Jiluwe Blelye J) 23LSYL
P el J] BLEYL . 2| grlyall ds gub 909 A Miunly 2oyl arlyall 43 pgdy (S
Al dazrlpall Byl3) B399 Jee e CBLAYL

yasazdly disell slacsh

eolge Linlll (53535 (ko) By15] s 5255 (kB (p9uas (yo Anzrlyall dicd il
Qi Olelaiz) praz Sl daxliall e piazes Buaiasell dazlyell dixd d=3Y (389
Bged e tly dazlyell dixd olelaizl L_;-,-JBrJI azlellg L}'I.all_,,_s..l.n]!_nén:g Loy ¢dazlyoll

Qi eliach ool Oguzes Y- Y ple I3 daxlpell diol) Olelaiz! (V) dan dic o3
:t.'.'.}lr-Ln.‘i..'g-)”_)j.;b}_g c‘u;bm

Members Status Attendance Olslaizd jgua> Al dazlyell a..fd,# PO
Mr. Abdullah Ateeq Alfawaz Independent 7/7 \7A BJ}aL(ﬁiyb:- el Gate Al due Sl
Board Member -
Mr. Mohammad Abdulaziz Alshayea| Independent 7/7 v/v J’-‘*‘ gl x)ﬂl-ku?-.tm Sl
[Dr. Abdullah Saghaier Alhussaini Independent 7/7 VIV R Grawdl piuo Bl dus >
e -

1|Page

_Audit Committee report 2023

Y.VY dazlall diz) 2y &3




wal sl Caiouul
RIYADH CEMENT

Review of Financial Statements

The Audit Committee reviewed the annual financial statements for the year ended
31 December 2022 and the half-year ended 30 June 2023 and recommended it for
approval of the Board of Directors.

All core and other applicable SOCPA Standards including IFRS were followed in the
preparation of financial statements of the Company 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 effect of amendments in International Financial
Reporting Standards 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.

Audit of the Annual Accounts

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

The Committee held meetings with the external auditors during the year and
reviewed their audit plan, including their assessment of the financial reporting.
The Committee discussed the views and conclusions of external auditors
regarding management’s treatment of significant transactions and areas of
judgment during the year and external auditors confirmed they were satisfied that
these had been treated appropriately in the financial statements. Major findings
arising from the audit and any matters that the external auditors wished to
highlight were freely discussed with them.
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The Audit Committee reviewed the Management Letter issued by the external
auditors and the management response thereto. Observations were discussed
with the auditors and required actions were recorded.

Appointment of External Auditors for the year 2023

The Internal Audit department requested proposals from Ernst & Young (EY),
Pricewaterhouse Coopers (PwC), Deloitte, BDO and PKF for the External Audit
assignment (including Annual Audit and review of Q1, Q2 & Q3) for the fiscal year
2023. Deloitte submitted an apology to provide a proposal for the assignment; all
other firms submitted their proposals.

Audit firm Audit fee (SAR inclusive of VAT)
Ernst & Young 799,250
Pricewaterhouse Coopers 678,500
BDO Dr. Mohammad Al-Amri 776,250
PFK Al-Bassaam 552,000

The Audit Committee discussed the technical and financial proposals in detail and
assessed the suitability of firms as external auditors. Further, the Committee
reviewed and evaluated the comparative analysis performed by Internal Audit.

The Audit Committee recommended Board of Directors to nominate the above
offers to the General Assembly to appoint an auditor for the year 2023, and
recommends to the Board of Directors the appointment of Ernst & Young as an

auditor for the year 2023.
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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
functionally to the Audit Committee.

The Internal Audit function 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 for the
financial year during which all major systems and areas of activity will be audited.
The Audit Committee reviewed and approved the internal audit plan, budget and
resource requirements.

Internal audit reports included findings, risks, recommendations, management
responses and date of implementation for the agreed action plans. These were
reported promptly to the appropriate level of management. Follow-up audit
reviews were performed by Internal Audit to ensure implementation.

In the year 2023, internal Audit reported 64 audit Observations.

In addition, 27 audit observations reported in previous years are unresolved and
pending with the management of which 7 audit observations have been partially
resolved.
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Review of Risk Management, Internal Control and Compliance

Internal Audit 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 and reported its findings to the Audit Committee.

The internal Audit department reviewed the company’s overall approach to risk
management and control, and its processes, outcomes, and disclosure. The audit
committee reviewed the reported audit observations.

The Internal Audit reviewed the company’s policies and procedures and reported
gaps and weaknesses to the Audit Committee,

The Audit Committee reviewed the related party transactions and trade
receivables.

Internal Audit reviewed compliance with laws, regulations and contracts. Further,
a review on the status of litigations and investigations was performed. Audit
observations were reported to the Audit Committee.

The audit committee, based on the internal audit reports, 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 the critical issues to the management and
escalated them to the Board of Directors during the year.

Opinion of the Audit Committee

Based on the findings in the internal audit reports, the Audit Committee
concludes that internal controls placed in the company are satisfactory
however, the committee desires further improvement to fill the Internal Control

gaps. .
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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 reconsider the company’s policies, procedures, and
Authority matrix, develop missing policies and procedures (particularly for
the Finance department), eliminate errors, fill the gaps through
improvements and enhancement of controls, and implement these in the
ERP system for effective governance, control and compliance.

Board of Directors should advise management to take corrective actions
to resolve all the pending audit observations.

Management needs to effectively and efficiently complete new ERP
implementation and infrastructural enhancement projects considering
the highlighted control weaknesses.

A Governance, Risks & Compliance (GRC) department should be
established in the company as it will significantly enhance corporate
governance and internal control within the company.

Management should develop and implement a Risk Management System
and Business Continuity plan.

Vacant positions in the finance department should be filled.
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Mr. Abdullah Ateeq Alfawaz
Chairman Audit Committee

el Baie il dus Sl

Signature
17 March 2024
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