awajlall aealjoldl wwloas goago

Providers of External Audit Services
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Financial Control Transformation

What is Governance?

A set of responsibilities and practices followed
by the board of directors, or chief officer, and
executive management
providing strategic direction and achieving

with

the aim of
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frameworks which clarify standards and

principles related to governance practices:

Which aim to develop legal and regulatory
frameworks for corporate governance, with

focus transparency
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Organisation for Economic Co-operation and Development Principles (OECD)

on enhancing

and

effectiveness of entities and their consistency
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Which aims to achieve sustainable economic,

h the rule of law.
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King Report on Corporate Governance

social and environmental performance.

Which aims to identify a set of operations,
policies, procedures and internal controls to
aid in directing the entity and maximize its

val

Which aim to focus on ways to support the
various functions of governance in order to
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Sarbanes—-Oxley Act (SOX)
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Governance Standards for Public Service

achieve dynamic governance.

Which aims to help enhance and encourage
effective governance of public sector.

In need by entities for effective structures and
managements working in line to achieve set
objectives, the Institue of Internal Auditors (lIA)
has issued the Three Lines Model, which helps

N

processes and ensuring effective governance
and risk management operations successful
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International Federation of Accountants (IFAC)
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Three Lines Model

identifying the structure of

the entity’s
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cooperation of thses three lines Jlgal

Board of Directors or Chief Officer
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Body Responsible for Regulatory Control 5
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Main Role: Leading With Integrity and Transparency
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Body Responsible for Independent Assurance Services
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Third Line
Main Role

Responsible for providing independent
and objective assurance, and advizing
the board of directors, or chief officer,
guided by the efficiency and effective-
ness of the first and second lines, all in
cooperation and alignment with manage-
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Second Line
Main Role

Responsible for providing expertise, sup-
port and supervision, and posing chal-
lenges on risk-related issues by analys-
ing and reporting on the efficiency and
effectiveness of risk management and
internal control processes.
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First Line
Main Role
Responsible for providing products

and/or services to clients, and managing
any risks which might affect operational
procedures of the entity.

4 I

J—oi s idlg ddgd ol wlgall o

allallg  auaugiidl o)l Jgl hAas
:elJa sde dioVl uog dudue il

ment.

a—JLoJl gylaYl
e L yiuiod! dylal

4 I

Joi s illg dJgd ol wlgall o

/ \ yUhas dy )1 ajlgodl Gjlal
J_ooi (sulg éJgd ol wlgall go Jblaoll 6ylal _ _ R

i U hA S daudalall ald Jig col VI Gylal Among the bodies acting as First Line are

wloglaoll ol the executive and operational depart-

dualall aeal ol 6ylal ol a1 00wl ments, such as:
Financial Management
Purchasing Management

Human Resources

N

Among the bodies acting as Third Line: Among the bodies acting as Second

Line:

Internal Audit Department

N

%

Risk Management
Compliance and Internal Control Man-

agement

%

Information Security
KBusiness Continuity
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Impact of Implementing Governance in the Entity

4 e N O N

5

aYaYaYe)
NNN

1

JJghi JLa go dausiAall o]l jje)
Ly rol juVIg (sugo Jgluw dugao

Enhancing ethical values by developing
and complying with a professional code of

K conduct. /
/
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Enhancing risk management, integrity,
transparency, honesty and morale.

~

Reinforcing the “Tone at the Top” principle
which aims to maintain integrity starting at
the board of directors, or chief officer, in
order to achieve objectives and promote

an ethical environment. /
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Providing clear, precise, fair and objective
mechanism for accountability.

Encouraging
developing
business organization

decision-making and
rules and processes for
to promote a
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Ensuring clarity of systems and \ culture of participatio_n,. job one_llty and
regulations, and achieving their set {3’3 empowerment within the entity.
objectives. @ﬁ) K /
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Maintaining supervision and feedback to
ensure accurate corrective processes.
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Examples of the Most Important Practices by Entities to Implement Governance Frameworks

Complying with approved rules and regulations, in
addition to policies of the entity.
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Monitoring and reporting violations and practices
involving corruption or waste of resources.
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Identifying and assessing the risks of non-compliance
with ethical behaviors and standards, documenting
the response plans in the risk register, and monitoring
the implementation of these plans regularily.
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Following proven policies to ensure no conflict of
interest in order to eliminate it, such as preventing
executives from concluding deals with the entity, and
signing a commitment and disclosure statement.
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Applying leading practices in transparency, reporting
and auditing to achieve effective accountability.
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Identifying and classifying stakeholders based on
importance, and  setting mechanisms  for
communication with them.
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The Role of Governance
In the Financial Control Transformation
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An effective Governance supports its entity during . 1A oo dllodldntd i Jgad dla s ealgall aléall 4o Sgall ol

the Financial Control Transformation through:

Strengthening the capabilities of the board of directors,
or chief officer, executive management and
stakeholders in order to lead the entity by regulating
relations and setting customed rules and procedures to
facilitate decision-making and enhance its transparency
and credibility.
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Managing relations with stakeholders effectively and 0 JS iy daalnoll lani Wiy bil g0 dadlaell d)lal
involving them in the various stages of the 05% agjlayl aadoell J-alpo L9 rogSlhailg .Jlad
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confident in the announced performance outcomes.
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Maximizing capabilities of the entity and developing
competence of leadership and individual talents within
the entity.
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Planning results in a sustainable way that supports the
objectives of the entity and developing appropriate
performance indicators reflective of the aspects desired
by organizations in order to evaluate governament
entities.
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This brochure has provided general information about governance as part of the educational campaign on the
practice of financial control. We hope it contained claryfying information regarding the objectives, role and
importance of governance in achiveing successful transformation and self-monitoring.
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For enquiries, do not hesitate to contact us on the Financial Control email address

sdfci@mof.gov.sa
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For more information about Financial Control, please scan the QR code
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