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Evolution of NDB and IAD

NDB earmarked a NDB admitted
@ aamitte NDB had cumulatively

NDB received total of USD 10 Bangladesh, Egypt,
o General Strategy AA+ Credit Rating billion as a response UAE and Uruguay as General Strategy for approved USD 34.8 PY

NDB commenced | for 2017-2021 from Fitch and to the COVID-19 rew member 2022-2026 billion for 105 :
operations. ® approved.* S&P. pandemic. countries. approved.** projects. ‘
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: : Ip along IA Guidelines were ~ '€ammate+ was : ! Staff turnover IAD Charter and Working on
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joined. include multi-year Global Internal Audit

@ audit plan. Standards. -
4



Positioning of IAD




f:} New

Overview of the Internal Audit Department £ Bevelopment

Mandate

The Bank’s Internal Audit Department (IAD) is an independent and objective assurance function that aims to assist the NDB to
accomplish its strategic and operational objectives by adopting a systematic and disciplined approach to evaluate and improve
the effectiveness of the Bank’s risk management, internal control and governance processes.

IAD’s mission is to provide an independent and objective assurance on the adequacy and effectiveness of internal controls, risk
management, governance processes and to suggest recommendations and improvements.

IAD provides the Audit, Risk and Compliance Committee (ARC) of the Board of Directors (BoD) and Management with assurance,
advice and information concerning the activities reviewed, thereby promoting an effective control environment.

Key Responsibilities

Developing and implementing the internal audit strategy which is a plan of action
designed to achieve a long-term or overall objective of internal audit function.
Implementing the Internal Audit Department Charter, Policy and Guidelines.

Conduct the annual risk assessment and prepare the multi-year risk-based internal s

audit plan for the Bank.

Executing the multi-year risk-based audit plan on the processes/departments,
reporting to the Audit, Risk and Compliance (ARC) Committee and communicating the
findings to the stakeholders.

Monitoring the remedial actions taken by the management and reporting to ARC.
Periodically monitoring the Bank’s control and risk environment to ensure the
relevance of the audit plan.

Board of Governors
Independent

Evaluation

Internal Audit

President
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NDB Risk Management Framework and 3 LoD St Bank

Three Lines of Defense Framework*

* Traditional model adopted by Financial B ard of Govarhom
Institutions targeting Risk Prevention &
=
. 2 1M Board of Directors
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* Please refer to Enterprise Risk Management and Risk Appetite Framework.
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Lifecycle of Internal Audit

The stages of Internal Audit are as follows:
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Annual Risk Assessment

Assessing the Bank’s
governance, risk
management and control
processes.

Continuous Risk
Assessment

A formal quarterly process
which includes, but is not
limited to, an analysis of risk
metrics and a review of
internal and external events,
reports, and documents.

h R ——.

Based on the
result of risk
assessment,
resource allocation
and frequency of
audits.

Including financial,
HR and
technological
resource.

Internal Audit Operating Processes
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Engagement Risk Gathering Information Developing
Assessment Conclusion

Assessing the inherent
risks and the expected
key controls to mitigate
risks.

Work Program

Recording scope,
evaluation criteria,
tasks to achieve the
engagement objective,
methodologies and
tools to perform the
tasks, resources
allocation, etc.

Obtaining and analyzing data
in comparison to the
evaluation criteria.

Evaluation of Exceptions

Determine the significance of
exceptions, and to collaborate
with management to
determine the root causes.

Recommendations and
Action Plans

Developing recommendations
or requesting action plans
from management.

Summarizing the
engagement results as
relative to the
engagement objectives
and inclusion of the
overall significance of
the findings.

Issuing Audit Report

Reports issued to the
department/division
under review and
reported to the ARC in
the next meeting.
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Monitoring :
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Status Update for

Findings

Ensuring action plans are

addressed by auditees

’-------\

Quality

Assurance

W -

)
Defined Internal and
External Quality Assurance
Program
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New Methodologies and Technology

Report Automation

Using audit software to automate report
generation.
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Data Analytics

Exploring data analytical tools to analyze
the obtained data and information.

And More...

Combined Assurance

Coordinating with internal and external assurance
service providers and consider relying upon their
work.

Finding Progress Visualization

Using digital tools to track the progress of findings
and facilitate periodic status update.
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Benefits
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Improve efficiency
Enhance accuracy and quality
Real-time information
Improve collaboration
Scalability
Cost saving in the long run

Challenges

New

Development

Bank

Implementation cost: financial,
time, resource
Learning curve and adaptation

Integration

Data security

Compliance
Ongoing
support

maintenance

and
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Outreach, Collaboration and Capacity Building

Active Member of Internal Audit Networks

Multilateral Financial Institutions UN Representatives of Internal Audit
Chief Audit Execute (MFI-CAE) Group Services (UN-RIAS)
@/Q?ﬁmm\!’i\/\\ Active Working GrOUPS: e ® © ®
/ R - ‘/\ * Information Technology Audit (ITAG)
m:@emw OIDB . gualit}c/- Assura(:zgtédit Group (QAAG)
MEl — CAEG \ perations an roup

Capacity Building in IAD:

* 1lIA Trainings & Conferences

* Knowledge sharing with MFI Groups

* Extending stakeholder relations with the National Audit Offices

e Collaboration for training and research with Nanjing Audit University & Nelson Mandela University
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New Global Internal Audit Standards

* The Institute of Internal Auditors' Global Internal
Audit Standards released the new Global Internal
Audit Standards on January 9, 2024. These
standards are set to come into effect on January 9,
2025.

* Compared to the previous framework of the
International Professional Practices Framework
(IPPF), the new standards are organized into five
distinct domains, demonstrating a clear alignment
between the underlying principles and the
standards themselves.

* The standards has 3 elements: mandatory
requirements, considerations for
implementation, examples of evidence of
conformance.

* This new structure is clearer, more concise, and
user-friendly.

Benefits to implement: Better stakeholder alignment,
more effective auditing of important risks, increased
efficiency and risk coverage and additional insights and
value to the business, combined assurance,
methodology and advisory, support for foresight, clarify
R&R, professional guideline for upcoming risks.

fMission Global guidance

g,

Mandatory Guidance

A

Global
Internal Audit
Standards

Implementation Guidance

Supplemental Guidance

Recommended Guidance

5 Domains, 15 Principles

Domain Il: Ethics and Professionalism
1. Demonstrate 2. Maintain
integrity objectivity

5. Maintain

4. Exercise due
professional care  confidentiality

3. Demonstrate
competency

V. Performing internal
audit services

IV. Managing the internal
audit function

Ill. Governing the internal
audit function

6. Authorized by the Board 13. Plan engagement effectively

9. Plan strategically

7. Positioned independently 10. Manage resources 14. Conduct engagement work

8. Overseen by the Board

11. Communicate effectively J15. Communicate engagement
conclusions and monitor action

12, Enhance quality nlans
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CY2025 outlook

IAD expects the next calendar year will be critical
for the consolidation of the function’s strategic
positioning. In addition to the assurance audits
approved for execution during 2025 calendar year,
IAD has the intention to act on the following areas
of development.

IAD plans to continue supporting the collaborative
work with other departments and external
institutions, as a venue for increasing risk
awareness, keeping itself relevant as provider of
timely, accurate and relevant assurance to the
Board of Directors, the Senior Management and
all the Bank’s stakeholders.

Foster communication
with external
stakeholders including
partnerships with
educational entities.

Continue the
automation of the
audit procedures

through expansion of
the existent system

Teammate+.

Continue evaluating
emerging information
technologies to
support improvements
in audit procedures.

Enhance and formalize

collaboration with the newly
stablished control and
monitoring functions of the
bank, such as Independent
Evaluation Dffice and
Financial Internal Controls.
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Keep on sponsoring
the Internal Control
Forum with expanded
participation.
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internalaudit@ndb.int

Lourival Rangel de Mattos
Rangel.lourival@ndb.int
(+86) 186 2169-6848
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