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AUDIT COMMITTEE CHARTER
AL WATANIA FOR INDUSTRIES COMPANY
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The Audit Committee (the “Committee”) of Al
Watania for Industries Company (the “Company”)
has been established by the authority of the
Company’s general assembly of shareholders (the
“General Assembly”) and in accordance with the
Company’s Bylaws and the corporate governance
framework in the Kingdom of Saudi Arabia, and shall
operate in accordance with this charter (this
“Charter”). The defined terms used but not defined
in this Charter shall have the meaning assigned to
them in Appendix 1 of the Corporate Governance
Manual of the Company, unless the context otherwise
requires.
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1. Purpose

GaAd

1.1.The purpose of the Committee is to assist the
board of directors (the “Board” and each member
of the Board, a “Director”) of the Company in
fulfilling its oversight responsibilities and to
perform the duties, responsibilities and
authorities described in this Charter.
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1.2. The primary role of the Committee is to assist the
Board with oversight of: (i) the integrity,
effectiveness and accuracy of the Company’s
financial statements, reports, and Internal Control
System; (ii) the Company’s compliance with
legal and regulatory requirements, and the rules
of professional conduct; (iii) the qualifications
and independence of the Company’s external
auditors; (iv) the performance of the Company’s
internal audit and external auditors; and (v)
evaluating and supervising the risk management
system in the Company and the relevant
procedures in this regard.
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2. Formation
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2.1.The Committee shall be composed of at least
three and no more than five members (each a
“Member” and collectively, the “Members”).
The Members shall be appointed by the General
Assembly for a term not exceeding three years, in
accordance with the Applicable Law and this
Charter.
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2.2.1n the event that the ordinary General Assembly
is unable to form the Committee in parallel with
the formation of the Board and commencement of
its term, the Board may form a temporary audit
committee, on the condition that the Members of
such temporary committee shall satisfy the

requirements provided in this Charter. The
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temporary committee shall conduct its affairs in
accordance with the Charter, and its Members
shall be granted remuneration pursuant to the
General Assembly resolution resolving annual
remuneration for Committee Members in the
preceding session. The Board shall invite the
General Assembly to convene within a period not
exceeding three months from the date of
formation of the temporary Committee to ratify
and approve the Board resolution addressing the
same.
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2.3. The term of service of the Members who are also
Directors shall not exceed their respective terms
of service as Directors.
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2.4.Executive Directors may not be appointed as
Members and the Chairman of the Board may not
be appointed as a Member.
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2.5. A person who is, or has been during the preceding
two years, working in the executive or financial
management of the Company or as an employee
or a director of the external auditor may not be
appointed as a Member.
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2.6. All Members shall be knowledgeable in financial
matters, provided that at least one of them is
specialised in financial and accounting affairs.
The “specialist in financial and accounting
affairs” is defined as a person who has the
characteristics of financial and accounting
expertise through his/her educational
gualifications or experience as an accountant or
financial employee with a public company or
other similar experiences. The Member
specialised in financial and accounting affairs
shall have the following qualities (without
limitation):
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be knowledgeable in the general principles of
accounting and auditing;
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(b) be knowledgeable in internal auditing standards
(including the International Standards for the

Professional Practice of Internal Auditing);
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have the ability to evaluate internal audit
procedures;
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have the ability to prepare, review, analyse and
evaluate financial statements or any of them;
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(d)
(e) be knowledgeable with relevant laws and
regulations; and
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(f) be knowledgeable in the tasks and duties of the
Committee.
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2.7. At least one of the Members of the Committee
members shall be an independent Director.
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2.8. The Committee shall appoint, from amongst the
Members who are independent Directors, a
chairman of the Committee (the “Chairman”)
who shall preside over the meetings of the
Committee. In the event that the Chairman is
absent from a Committee Meeting, the present
Members shall appoint a qualified chairman to
preside over such meeting. The Chairman (or
his/her delegate from amongst the Members)
shall attend all meetings of the General Assembly
to address any questions raised by the Company’s
Shareholders. The Chairman shall be subject to
removal at any time by the Committee.
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2.9. The Committee shall appoint, from amongst the
Members or others, a secretary to the Committee
(the “Secretary”) who shall attend all meetings
of the Committee, prepare a proposed agenda in
coordination with the Chairman, record the
minutes and resolutions of the Committee, notify
the Members of the dates of Committee meetings
and provide them with the agenda and the
relevant documentation for the meeting, provide
assistance and consultation to the Committee on
matters within his/her competence and provide
the Board Secretary with a copy of the meeting
minutes following signature of the same by the
Chairman. The term of service of the Secretary
shall be specified by the Committee. If the
Secretary is also a Member, his/her term of
service shall not exceed his/her term of service as
a Member. The Secretary shall be subject to
removal at any time by the Committee.
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2.10. The Board may accept the resignation of any
Member upon his/her request.
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2.11. All Members shall be subject to removal at any
time by the General Assembly. In the event that
the membership of any Member is terminated
for any reason (whether by resignation, death,
removal or any other reason) prior to the expiry
of that Member’s term, the Board may appoint a
temporary Member as his/her replacement,
provided that such appointment is presented
before the next General Assembly meeting for
ratification. The term of service of such
replacement Member shall extend to the term of
service of his/her predecessor.
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2.12. A Member may not have a direct or indirect
interest in the business and contracts concluded
for the benefit of the Company without the

approval of the General Assembly.

318 pile dalian 4l ()6 o)) daal yall diad giand jma Y 1222
V) A8 il lad A jaal) 2 giall s Jlee ) 85yl e
Aalal) unaal) 488 ga




2.13. The Saudi Arabian Capital Market Authority
shall be notified of the name, position and
independence status of each Member, and any
changes thereto (including resignation or
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removal), within a period of five business days LGty LS el )
from the date on which a Member is appointed
or from the date of any such change, as
applicable.
3. Meetings cleldayl ¥

3.1. The Committee shall be convened at least four
times each fiscal year and when necessary at the
invitation of the Chairman or his/her delegate, or
whenever a majority of Members see the need for
such meeting. Minutes of its meetings shall be
prepared, including a summary of its discussions,
recommendations, directions and decisions.
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3.2. A meeting of the Committee shall be convened
by written notice being given by the Secretary at
the request of the Chairman to each Member (and
invitee, as appropriate) not less than seven days
prior to the date set for the meeting, except in
cases of urgency, when a meeting may be
convened on shorter notice upon approval by a
majority of the Members. The notice shall include
the date, time and location of the meeting and
shall be accompanied by a meeting agenda and
appropriate briefing materials. The Members
shall aim to attend all the Committee’s meetings
whether in person, by telephone or video
teleconference, or by any other method approved
by the Committee and which allows the Members
to hear each other. The Committee shall meet at
the times and places it deems appropriate to carry
out its responsibilities. The Head of the Internal
Audit Department and the external auditor may
request to meet with the Committee when
necessary.
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3.3.In order for meetings of the Committee to reach
guorum, it shall be necessary for a majority of the
Members to be present. All decisions of the
Committee shall be approved by a resolution
passed by the affirmative vote of the majority of
the Members attending the meeting of the
Committee at which the resolution is approved.
The Chairman shall have a casting vote in the

event of a tie.
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3.4.0nly the Members and the Secretary may attend
the meetings of the Committee. However, the
Directors, Executive Management, internal and
external auditors, or other persons may attend
such meetings if the Committee requests their
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opinion or advice. The Committee shall hold
special periodic meetings or executive sessions
with the Head of the Internal Audit Department
or the external auditors whenever this is
necessary to perform its responsibilities.
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3.5.The Committee may adopt resolutions by
circulating the proposed resolutions in writing or
in electronic format to all the Members for their
approval and signature (and a scanned copy of the
Member’s signature will be deemed to constitute
an acceptable form thereof). Written resolutions
shall be passed with the approval of the majority
of the Members, with the Chairman having a
casting vote in the event of a tie.
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3.6. Within five days following the conclusion of each
meeting of the Committee or the adoption of a
written resolution, the Secretary shall distribute
the draft meeting minutes and/or the resolutions
of the Committee to the Board and to each
Member. Minutes of the meeting shall be signed
by all Members present at the meeting.
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4. Responsibilities
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4.1. The Committee shall perform its main role as set
out in Section 1 above, by performing at least the
following competencies, duties and
responsibilities:
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(a) Financial statements and reports
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(1) Review significant issues related to accounting
and reporting matters, including complex or
unusual transactions, critical discretionary areas,
and emerging professional and organisational
announcements, and assess their impact on the
financial statements;
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review material or unusual issues included in the
Company’s financial statements and reports, and
review issues raised by the Company’s Chief
Financial Officer (or his/her delegate),
compliance officer, or the external auditor;
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(3) review the results of the external audit, along with
the management and the external auditor,

including any difficulties encountered;

clleall CA\)AJ 3)\.3:}]\ CA:Q;J\A.“ 53;\)4:3\ c_ﬂ:u ‘\AA“)A (3)
Leea) 5o o il gram Al Gl Jady g ¢ alA)

(4) study the Company’s interim and annual financial
statements, express an opinion thereon, and make
recommendations in this regard to the Board prior
to their submission to the Board to ensure the
validity, integrity and transparency thereof; and
consider whether they are complete and
consistent with information that the Members are
aware of and whether they reflect appropriate

accounting principles and policies;
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(5) review other sections of the annual report and
related organisational files before they are issued,
and consider the accuracy and completeness of
the information;
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(6) review all issues required to be referred to the
Committee in light of the generally accepted
auditing standards, in cooperation with the

management and the external auditor;

oo 3l ) LA coplhal Bl s Zxal e (6)
el a5V g ¢ sbailly 3 5 L o sinall dma )yl e
oAl il

(7) consider the accounting policies followed by the
Company, express an opinion thereon and make
recommendations to the Board in respect of the

same;
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(8) identify how the management develops
preliminary financial information, and the nature
and extent of involvement of the IAD and the

external auditor;
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(9) provide a technical opinion, at the request of the
Board, regarding whether the Board's report and
Company's financial statements are fair, balanced
and understandable and contain information that
enables the Shareholders and investors to assess
the Company’s financial position, performance,
business model and strategy; and
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(10)examine accounting estimates with regard to
significant matters contained in the Company’s
financial statements and reports.
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(b) Internal Control
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(1) Consider and review the Company’s internal and
financial control and risk management systems
and the effectiveness thereof, including
information technology security and controls;
and
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(2) understand the scope of the internal audit of
financial reports by the IAD, and obtain reports
that  include important  findings and
recommendations, and management's

observations and comments.
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(c) Internal Audit Ll deal el ()
(1) Adopt the internal audit charter; Alalall daal jall 40 alaiel (1)
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of the Internal Audit Department, and ensure that
there are no unjustified restrictions on his/her
activities, and make recommendations to the
Board with respect to his/her appointment,
dismissal, annual remuneration and salary;
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(3) oversee and supervise the performance and
activities of the Company's IAD to verify the
availability of the necessary resources and the

effectiveness thereof in performing the tasks and
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duties assigned thereto in accordance with
appropriate professional standards;

(4) approve the annual audit plan and all changes to
the plan, and review the performance and
activities of the IAD compared to the plan set
therefor;
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(5) work with the Head of the Internal Audit
Department to review the internal audit budget,
resource plan, activities, and organisational
structure for the internal audit duties;
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(6) review the Company's internal audit procedures;

(7) consider internal audit reports, and follow up on
the implementation of corrective measures with
regard to the observations contained therein; and
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(8) meet separately with the Head of the Internal
Audit Department on a regular basis to discuss
any matters that the Committee or IAD deem
necessary to be discussed in private sessions.
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(d) External Auditors
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(1) Review the external auditors’ proposed audit
scope, approach and plan, and provide an opinion
thereon, including coordinating audit efforts with
internal audit activities;
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recommend to the Board to nominate, dismiss,
and determine the fees of the external auditor, and
review the scope of the work thereof and the
terms of contract with the same, provided that the
recommendation takes into account the
independence of the external auditor;

2
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(3) review the performance of the external auditor,
supervise the activities thereof, and approve any
activity outside the scope of audit work assigned
thereto during the performance of the duties

thereof;
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(4) study the external auditor’s report, observations
and reservations on the Company’s financial

statements, and follow up on the relevant actions;
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(5) verify the independence, objectivity and fairness
of the external auditor, and the effectiveness of
auditing, taking into account the relevant rules
and standards, and make recommendations to the

Board in this regard;
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(6) verify that the external auditor is not providing
technical or management services outside the
scope of the audit work, and make

recommendations to the Board in this regard,
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(7) meet separately with the external auditor on a
regular basis to discuss any matters that the
Committee or Auditor deems necessary to be

discussed in private sessions;
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(8) respond to the inquiries of the external auditor;
and

(9) settle any disputes that arise between the
management and the external auditor regarding
financial reporting.
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(e) Compliance
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(1) Verify and monitor the Company’s compliance
with the Applicable Law;

A8 g A Ll AalasVL 4S5 ol 31 (e 38l (1)

(2) review the effectiveness of the control system,
ensure compliance with the Applicable Law, the
results of investigations conducted by
management, and follow up on any non-
compliance (including taking disciplinary
action);
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(3) review reports and results of investigations
conducted by competent auditors or supervisors
in addition to any remarks given by the external
auditor or internal auditors, and verify that the
Company is taking the required measures in this

regard.
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(4) review the process of communicating the rules of
professional conduct to the Company's
employees and observe the compliance with the

Same.
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review the contracts and transactions to be
entered into by the Company with any related
party, and make recommendations to the Board in
relation to the same;

®)

& ASal Lad o zoidl coldadlly ol dxal e (5)
IS Jus Ll 5 5 Ll o apaili g ABall (5 53 ol ylaY)
ﬁ)b}“ UAJA.A

(6) ensure that appropriate arrangements are put in
place and implemented to allow for the
confidential and anonymous submission by the
Company’s employees of concerns regarding any
financial, accounting or auditing matters or any
cases of non-compliance through a reasonable

mechanism; and
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(7) obtain regular updates from the Company's
management and legal advisor regarding

compliance issues.
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(f) Reporting to the Board
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(1) Submit periodic reports to the Board regarding
the Committee’s activities and issues identified
and provide recommendations to the Board that it
deems appropriate in any matter within its
competencies, as necessary;
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(2) provide an open avenue of communication
amongst the Internal Audit Management, the
external auditor and the Board,
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(3) provide an annual report to Shareholders
describing the Committee’s formation, duties and
performance of such duties in addition to such
other information as may be required by
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applicable rules, including approving services
outside the auditing scope;

(4) review any other reports on the Committee’s
responsibilities, issued by the Company;
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(5) prepare an annual written report assessing the
adequacy and effectiveness of the Company’s
internal control, financial and risk management
systems - including information technology
security and controls - and its recommendations
in respect thereof, as well as the tasks undertaken
by the Committee within its competence. Copies
of the report should be made available for
collection by the Company’s Shareholders at the
Company’s head office and published on the
website of the Company and the Exchange at the
time of publishing the invitation to convene the
relevant annual General Assembly meeting, and
at least twenty-one days prior to such General
Assembly meeting. A copy of the report should
be read out at that meeting; and
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(6) prepare a written report to the Board regarding
the Company's internal audit procedures and the
Committee's recommendations in this regard.
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(g) Miscellaneous
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(1) Perform such other activities relating to this
Charter, as requested by the Board,;
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(2) institute and oversee special investigations as
needed,
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(3) review and assess the adequacy and propriety of
this Charter on a yearly basis, provide
recommendation to the Board in this regard, and
guarantee that necessary disclosures are made
according to the Applicable Law;
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(4) confirm, on a yearly basis, all responsibilities set
forth in this Charter are performed; and
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(5) regularly assess the performance of the

Committee and every Member thereof.
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4.2.While performing the Committee’s oversight
role, the Committee will be mindful of the
division of responsibilities between the
Committee, the Board, the Company’s
management, the IAD, and the external auditor.
In the event of a conflict between the
Committee’s  recommendations and  the
resolutions of the Board, or if the Board resolves
not to follow the recommendations of the
Committee with respect to the appointment,
dismissal, assessment or remuneration of the
external auditor or the appointment of the Head
of the Internal Audit Department, the Board must
include in its report a summary of the relevant
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recommendations of the Committee and the
reasons for not adopting such recommendations.

5. Powers

cladtall o

5.1. The Committee shall have the authority necessary
to perform its duties and responsibilities and the
authority to investigate (or delegate) any matters
within  its  competence. In  particular,
the Committee shall have:
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unrestricted access to all documents and records
of the Company;

(@)
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(b) unrestricted access to the management and
employees of the Company (including Directors,
executive officers and members of the
Company’s internal audit team), all of whom
shall cooperate fully with the Committee and
shall answer promptly and fully any questions

raised by the Committee;
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(c) the right to establish subcommittees consisting of
one or more Members to carry out such duties as
the Committee may delegate and as are permitted

pursuant to this Charter;

elaacy) e ST punc el Jae (358 JiSi A 3l
AU o) 188 5 Aialll Lgy w5 A plgally oLl

(@)

(d) the right to appoint and retain outside counsel,
accountants or other specialists to advise or assist
the Committee, as necessary (which appointment,
including the name of the retained party and any
relations it has with the Company or its Executive
Management, shall be recorded in the relevant

minutes of meeting of the Committee); and
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(e) the right to undertake any other actions that the
Committee reasonably considers necessary to
satisfactorily ~ perform  its  duties  and
responsibilities and satisfy its obligations under

this Charter.
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5.2.The Committee may require the Board to
convene a General Assembly meeting if a
material financial loss or damage is detected or if
the Committee’s work is being obstructed by the
Board. A notice of invitation to convene a
General Assembly meeting must be issued by the
Board within 15 days of the Committee’s request.
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6. Remuneration
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6.1. Any remuneration granted to the Members shall
be in such form and amount as determined by the
General Assembly upon the recommendation of
the Board, in accordance with the Applicable
Law, and best industry practices.
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7. Entry into Effect and Review
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7.1.This Charter shall be adopted by a resolution of
the  General  Assembly, following a
recommendation by the Board, and shall enter
into effect from the date on which it is approved
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by the General Assembly. Whereas provisions
and requirements in connection with disclosure,
notification, transparency and reporting in
relation to listed companies shall be applicable to
the Company from the date of listing of the
Shares on the Exchange, in accordance with the
Applicable Law.
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7.2.The Committee shall periodically review the
provisions of this Charter and recommend any
amendments thereto to the Board.
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7.3. Any amendments to this Charter shall be adopted
in the same manner in which this Charter was
adopted.
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