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Internal Audit Charter was prepared as per International
Professional Practices Framework (IPPF) issued by the
Institute of Internal Auditors (11A), USA Standard No.
1000 and in line with Central Bank of the UAE
(CBUAE)
161/2018 dated 29/08/2018).

requirements and regulations (Circular

This Charter describes the mission, independence and
objectivity, scope and responsibilities and authority of
the Internal Audit Division (IAD).

The internal audit will adheres to The Institute of
Internal Auditors’ mandatory guidance and best
practices including the Definition of Internal Auditing,
the Code of Ethics, and the International Standards for
the Professional Practice of Internal Auditing Standards
and best professional practices published by ISACA
(Formally information system audit and control

association) and the relevant reports and

recommendations of the Basel Committee on Banking

Supervision.
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POLICY STATEMENT
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It is the policy of Ajman Bank to maintain Internal Audit
Division (IAD) as an independent function. The internal
audit activity’s responsibilities are defined by the Board

or Audit Committee (AC) as part of their oversight role.

The internal audit function provide an independent
assurance to the Board and Senior Management by
evaluating the effectiveness of the bank’s internal

controls, risk management, compliance, corporate
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governance and the systems and processes created by LAY
the business units, support and control functions.
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PURPOSE AND MISSION
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The mission of IAD is to provide an independent,
objective assurance and consulting activity to add value

and improve the bank’s operations.

IAD assist the Bank to accomplish its objectives by

bringing a systematic, disciplined approach to evaluate
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REPORTING OF INTERNAL AUDIT AR 3 A

To ensure independence of IAD, the Chief of Internal
Audit (CIA) shall report functionally to AB Board of
Directors (BOD) through the Audit Committee (AC)
and administratively to the CEO.

The CIA has direct and unrestricted access to Board
Audit Committee.
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AUDIT COMMITTEE MEETINGS
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The CIA will attend all AC meetings and prepare a
periodic reports to the AC in writing (on quarterly basis)
on all material assignments, major audit observations,
risks, status of audit and strategic plan and status of
follow up assignments for all observations raised by

internal audit and external parties.

CIA shall attend the AC meeting as a secretary and
prepare/maintain the minutes of AC meeting, related

resolution and circulate to all stakeholders.

Additionally, the CIA will communicate periodically to

senior management and AC on the internal audit
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activity’s quality assurance and improvement program,
including results of internal assessment and external
assessments which should be conducted at least every
five years according to international audit standards and
CBUAE instructions.

Internal auditors shall exhibit the highest level of
professional objectivity in gathering, evaluating and
communicating information about the activity or process
being examined. Internal auditors shall make a balanced
assessment of all the relevant circumstances and not be
influenced by their own interests or by others for forming
judgements.

Internal audit function must have sufficient and
competent staff resources who collectively have the
appropriate experience to understand and evaluate all
business activities, support and control functions

conducted by the bank.
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SCOPE AND RESPONSIBILITIES
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The scope of IAD includes but not limited to the review
of risk management procedures, internal control systems,
information systems and governance processes. This role
also involves periodic testing of transactions, appraisals
of regulatory requirements and measures to prevent and
detect fraud.

To fulfil its responsibilities, IAD shall:

= |dentify and assess potential risk to the bank’s

business operations.

= Review the adequacy of controls established to
ensure compliance with bank’s policies and

procedures and strategic objectives.

= Assess the reliability and integrity of financial and
operational information and the related systems and

operations (in-house or outsourced).
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Assess the means of safeguarding bank’s assets in
addition to the effectiveness and efficiency of their

use.

Review established procedures and systems and

propose improvements.

Assess the use of bank’s resources considering
economy, efficiency and effectiveness.

As part of consulting activities, Contribute to the
development of the bank’s projects by ensuring that
efficient methodology is followed and that, in
particular, adequate and sufficient controls are
incorporated.

Follow up on recommendations made by Internal
Audit Division to ensure effective remedial actions
are taken within agreed timeframe.

Conduct adhoc , special assignments, investigations,
or reviews requested by the CEO or the AC.
Assessment of the effectiveness of the bank’s risk,
monitoring and management systems.

Review of procedures and resources in place to ensure
the effectiveness of the Bank’s business continuity
plan.

Review and assess the effectiveness of the
governance processes.

Maintain  frequent and open dialogue with
management to maintain awareness of the key risk,
control and governance issues exposed by the Bank
on continuous basis.

As per International Audit Standards, Internal audit
may perform consulting and advising services, where
required according to bank’s policy and procedures.
In case of providing such service, consultation report

will be issued addressing audit recommendations.

IAD scope is applicable for all the functions
associated with the bank including outsourced

activities.
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AUTHORITY
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Authority of IAD is extended as and when required by
the AC/BOD including:

Enter all areas of the bank and have full and
unrestricted access to all bank functions, activities,
records, data and reports (manual or any). i.e.
people, premises, systems or any documents and
records as well as other kind of supporting means
(e.g. computer files, software, system resources,
databases, employee records) necessary for the
performance of IAD activities.

The plan shall be presented to the Executive
Management and Audit Committee for review and
approval, as applicable.

In case of need, adjustments could be made to the
plan during the year. These would be Presented by
CIA and communicated to the Audit Committee for
approval.

IAD is responsible for planning, conducting,
reporting and following up on audit projects
included in the audit plan and decide on the scope
and timing of audits. The details of these processes
are defined in the Internal Audit Manual.

Where it is deemed necessary, the above does not
restrict IAD from initiating unplanned special/audit
assignments to address ad hoc or addressing
emerging risk issues.

Audit fieldwork shall be conducted in a professional
and timely manner.

A detailed report addressed to management will
summarize the objective and scope of the audit as
well as observations, associated risks/implications

and recommendations.

Follow up process will be conducted to ensure
adequate response, resolution & rectification of

audit observations & recommendations.
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= |AD shall coordinate with external audit to ensure
proper coverage to all bank activities and avoid
duplication of effort.

= As part of governance framework, internal audit will
be having a regular meeting with Sharia’a audit to
discuss audit plan and share findings.

» In order to ensure completion of all audit
assignments as per the approved planned

period/days, management and auditee should

provide all kind of information and clarifications as

might be needed within a reasonable period of time.
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LIMITATION OF AUTHORITY AND
RESPONSIBILITIES
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In performing their assigned duties, IAD associates have
neither direct authority over, nor responsibility for any
of the activities reviewed. IAD associates will not
develop and install procedures, prepare records, take
management decisions or engage in any other activity
that could be reasonably impair their independence.
However, in connection with the objectives set for
internal audit, IAD may recommend amendments to
operational and information system policies and
procedures  for  Management approval and
implementation as a part of consulting/ advisory
services. Therefore, internal audit reviews and appraisal
don’t in any mean substitute for the activities or relieves
other Persons/Executive Management in the bank for the

responsibility assigned to them.
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RESPONSIBILIT FOR CORRECTIVE ACTION
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Executive or Senior Management including Unit Heads
within  Ajman Bank have responsibility for
implementation, maintenance and improvement of
controls in their respective areas. Unit Heads are
responsible for taking corrective action on observations

made or deficit condition reported by IAD. In case
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proper corrective action is not taken, CIA shall report .8l
such observations to AC.
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= Appointment, remuneration, performance appraisal
and acceptance of the CIA’s resignation to be
approved by the AC/Board of Directors.

= Compensation of employees in internal audit
function must be determined independently of the
bank performance.
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CHARTER REVIEW AND APPROVAL
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Audit charter shall be subject to review every 3 years
or earlier, if deemed necessary.

This charter will be reviewed and approved by Board
Audit Committee as part of Corporate Governance
Framework.

e a1y @lld b o @l i 3 JS A 38l (3liae dxal e AT
Aalall

AaS gl alai (ga ¢3S agle 438 sall 5 (Sl dra) yay S8 dind o3
iy

*kkkk

Approved by the Board Audit Committee on 151 February 2021

Page 88



