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1 Owerview

The Intemal Audit funcfion s & key compenent of Mambawan Super Limited's {N3L) governance framework.
Internal auditing is an independent, objective, assurance end consulling achivity designed 1o add value and
improve MEL's operations. It helps MSL accomplish its objeciives by bringing a systematic, disciplined
approach (o evaluate and improve the effectiveness of risk managemant, control and governance processes,
Internal Audit reviews are conducted by MSL whereas External Audit is conducted annually by the extesnal
suditor appointed through a lender process. The Intarnal Audit Department i responsible for the management
of the internal audit function within NSL. This charter provides the framework Tor the Intemal Audit function

within NSL and itz subasdianes

2  Purpose

The Intemal Audit Function assists the Board and the Audit and Risk Commitiee (A&RC) in the effective
execution of s roles and responsibilities by providing independent analysis, advice, assurance and
recommendations concerning the operations and processes of the business. As such, internal audit prograsms
are developed to provide in-depih and guality analysis to identify improvements to mest strategic businass
abjectives,

3 Scope

Internal audit reviews shall caver all programimes and activities of NSL Including assoclated entities such as
the: Fund Administrator {Kina Invesiment and Superannuation Services "KISS" and Investrment Manager (Kina
Funds Management Ltd "KFM" etc.). Intermal awdit activity encompasses the review of all financial and
nonfinancial policles and operations including, Information Communication and Technology {ICT) based

FENVIEWE.

4 Charter
4.1 Authority and Confidentiality

Subject to compliance with MEL security policies, internal auditors are authorised to have hll, free and
unreatricted access to all functions, systems, premises, assels, personnel, records, and other documents or
information that the Intemal Audit Manager or their alternativa considers nacessary to anable the Internal Audit
Departmeant fo meelt its respansibilities.

All records, decumentation and information accessed in the course of undertaking internal sudit achivities are
ta be used solely for the condiect of these activities. The Intemal Audit Manager or an altermativa and individual
Intarnal Audit staff are respansible and aceountable for maintaining the confidentiality of the infarmation they
recaie during the course of their work

Where nacessary, A may consult with and disclose audit matters o ather relevant stakehoklers nomalky anly
whare these matters affect other agencies, or as directed by ASRC or the CED of NSL.

4.2 Standards
(a) Audit activities will be conducted with profisiency and due professional care, in accordanca with the
relevant professional standards deemed appropriate and applicable Including:

(i) Imternational Standards for the Professional Practice of Internal Auditing kzsuad by the institute of Internal
Auditors;

{ii} Intemational Financial Reporting Standards;

{iily 120 3100 Risk Management Standards;
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{iv)} Superannuation {General Provisions) Act 2000;

(V) Companies Act 1897,

(Wi} CPA- PHMG Code of Business Ethics and Conduct;

{vii) Generally Accepted Accounting Practices in Papua New Guinga

by I the conduct of internal audit work, 1A staff and service providers wilk;
(I} Comply with relevant professianal standards of condush
(i} Possessihe knowledge, skills and technical proficiency relevant o the performance of their duties;
{iii} Be skilled in dealing with people and communicating awdit, risk managemeant, complisnce and relatad

iEsues affaciively;
iy Further their technical competence through a programimse of continuous professional development, and

(v] Exercise due professional care in performing thelr duties.

Where an engagement does not conform fo relevant standards, communication of the resulls of that
engagement must disclose the principle or nie which was not adhered to, reasens for non-confarmance and
the impact of non-conformanca on he resulls of the engagamant

4.3 Annual Planning

Intermal Audit plans will be prepared, in conjunction with any ralevant external assistance, on a risk-based
integrated intemal awdit approach and methododogy,

A slrategic approach will identify and prioritise NSL's inbernal and extarmal risks. The approach wil focus
internal audit activiies on thosa risks that are deamed to have inadeguate conbrols. The thres (3) year Intemal
Audit Pian ghall be presented for the ARC consideration and endorsement. The first year of the Intennal Audit
Plan forms the basis of the Annual Intemal Asdit Plan inoa format agresd with the Committes: Internal Audit
Plans are approved by the ARC on the recommendafion of the CEQ. Resource reguirements and tha impact
of resource limitations will also b2 communicated to the ARC during the plapning stage.

4.4 Engagement Planning and Execution

{a) The internal auditors must develop and document a plan for each engagement selting oul objectives,
scope, iming and resourcing.
&) In planning the engagemeant, internal audit must consider:

{l} The sirategies, objectives and conirals of the aclivity being reviewed.

(i) The significant risks associated with the activity being reviewed.

(iil) The adequacy of the governance, risk managemant and control processes In place compared o a
relevant framework of modal

{iv) Dpportunities for improvement

{a) Internal Audit must also conglder the following for the execution of each engagement:

(i) Dafine tha objectives for the engagement,

{li}  Setan appropriate scopa to meet the objactives,

{lii) Gather appropriate resourcas requined to delivar the angagemant within seat tmealing.
{iv) Prepare and document audit work program,

(¥} In parforming the engagemeant, ensure sufficient documentation is maintained.

(vi) Identify appropriate, sufficient and reliable information in order to achisve the objectives.
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fvil] Undertake sufficient control testng and evaluation to support an audit opinion with relavant
documentaticn.

(wiil) Provide adequate supervision in each engagemeant.

{ix) Communicata the resulls of each engagamant, as well as the objective and scope, in a clear,
constructive and Hmely manrar.

{x} Where a final report contains a significant ermor or omission, the corrected information must be
circulated to-all staff who received the criginal communication,

{¥i] Consider the use of the wards ‘Conductad in Canfarmance with the International Standards for
the Professional Practice of Intermal Auditing’ fo ensure it is appropriate and supported by the
results of the gqualify and assurance program.

(xli) Report the results to appropriate parties, including auditess, relevant senior management and the
AZRC

{xiil)  Ensure the overall epinlon for each engagemaent i supporied with sulficlent, relevant, reliable and
useful information.

verv)  Monitor the dissemination of results to management

v Where managerment has accepled a lavel of risk that may be unacceplable lo the arganisation, 14
miust discuss the matter with senior management.  [f the matter is not resalved, this must be
communicated to the ARG,

Internal Audit Modal

(a} The Intemal Audit Function is delivered in-house and may be supported by external professional
services on a per engagement basis, External providers are made aware that NSL retains all
responsibiity for maintaining an effectivie Intarnal Audit function,

{b) The in-house team s headed by the Manager Intemal Audit or an atternative who is accountable for
its efficiznt functioning including rescurcing and development of the function's policies and
procedures. The Manager Internal Audit Is also responsible for ensuring internal audit resources are
appropriate, sufficient and effectively deployed in order fo achieve the approved audit plan.

Ic} Internal Audit reports for administrative purposes o the GEC, and functicnally to the A%RC. Through
the Chair of the ARRG, Intermal Audit refains unresiricied access to the ARRC o discuss any matbar
redating to the finances or oparaticns of NSL or any associated antity.

(d) Manager Internal Audit should also discuss Internal Audit's mission and compliance with the relevant
standards with sanior management and the ASRG.

5 Roles and Responsibilities

5.1 Individual Independence and Objectivity

All individual members of the Intermal Audit team must mamtain an impartial, unbiased atlifuede and
avold conflicts of Interest at all tines.

5.2 Organisational Independence and Objectivity

ta) Organisational independenca is essential to the affectiveness of the Internal Audit furncton. The
Intermal Audit function shall have no direct autharty or respensikility for the activities # reviews. The
Internal Audit funclion shall also have no responsibilty for devaloping o implementing procedures

of syatems and shall not prepare records or engage in origingl Bne processing functions ar activities
fexcept as noted below), The work of Intermal Audit shall not In any way relleve managers of their

responzibilities for he development, Implementation and maintznance of management contral
systeme in their areas,

(b} The Internal Audit Manager or an alternative is responsible for the day to day operations of the
Internal Audit function of MEL fo ensure it confinues to add value to the arganization. In achleving
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organizational independence, the Intemal Audit funcion has dual repoding lines. These reporting
lines requine that Internal Audit must

{I) Report administratively ta the Chief Execufive Officer fo facilitate day to day operations of the
Internal Audit function

(i} Report and communicated directly to the ASRC for sirategic direction and accountability of the
Intarnal Audil function.

{c) In the conduct of Its activities, Intamal Audit will play an active robe in:

(i} Developing and maintaining a culture of accountability and integnty;
(i} Facilitating the integration of risk management into day-to-day business activities and processes;

{ifl) Promating & culture of cost-consciousness, seff-assessment and adherence fo high ethical
stzndands;

{iv) Promoting culture of perfformance and achievement of outcomes.

() Tha Manager Internal Audit will confirm the indepandenca of the Internal Audil Function annuwally

to ARRC. Should the independence or abjectivity of the Intemal Audit funclion be impaired,
aithar in fact or appearanca, this will be disclosed diracily 1o the ARRC Chair,

(&) Internal Audit activities will encompass the following areas:;

53 Audit Activities
Internal Audit will perform aldit aclivities with the following orientatiens:

5.3.1 Compliance

fa) Compdance with kegislative requirements, policies and procedunes including assurance in respect
of the representation or ransmittal letler (as provided in the Annual Repori);

(b) The adeguacy and effectveness of iIntemal financial and operational contrals including IT system
camrols; and

(c) The recording, control and use of NSL asgsata.

5.3.2 Performance Improvement

{a) The efficiency, effactiveness, and athical conduct of NSL business systems and processes,

(k) Aesessing and moniforng the successiul implementalion of recommendations for control
improvements accapted by MSL.

5.3.3 Governance
Assessing the state of organksational governance in NSL and recommending strategies for impravement.

5.1.4 Promoting Best Practica
Idantifving and promulgating best practics within M3L

5.4 Advisory Services

In providing advisory services, Internal Audit needs to maintain operational independence. |1 is the

responsibility of NSL management to accapt or reject advice pravided by Internal Audi, to implament the advice
where considered appropriate and be accountable for decisions taken. Internal Audit can advise NSL staff on

a range of matbers, including:

Intermal Audit Charter G|Page



Nambawan
super

541 Maw Programmes, Systams and Processes

Providing advice on the development of new programmes and processas andior significant changas to
existing programmes and processes, including the design of approprate confrals, compliance, governance

and rigk management,

5.4.2 Risk Management

{a) Assisting management to identify risks and develop risk mitigation and monitoring strategies as part of the
riek management ramsawark

(b) Co-ordinating the annual NSL Risk Management Plan,

(€] Menitoring and reporting on the implamentation of risk mitigation strategies.

5.4.3 Fraud Control

[a) Assisting NSL to identify and manage the risks of fraud and develop fraud prevention and monltoring
sirateqiss,

{b} Co-ordinating the NSL Fraud Contral Pian,

Appropriate safeguards will be put in place to ensure that any advisory services provided by |A, outside the
annual plan does not impair 1A independence or objectivity.

55 Audit Support Services
Internal Audit is alzo responsible for

(3] Assisiing the ASRC to discharge #s responsibilitios;

{b) Assist in praviding s=cretarial support to the ALRC where required; Manitoring the implementation of
egreed recormmendations arising from internal and extermnal audit reparts and other regulating bodies such
as the Bank of Papua New Guinea, Internal Revenue Commission and relevant authorities;

{c} Lisising with extarnal auditors regarding audits conducted where required:

{d) Disseminating across the entity best practice and lessons learnt arising frem (15 audit activities;

(e} Managing the audit funclion;

(fi Daveloping a flexible annual audil plan using appropriate rick based methodalogy and submiting the plan
for approval by ARG,

{g) Maintaining a quality assurance program;

() lssuing perodic reports 1o the ABRC;

(i) Keaping the AARC informed of emerging rends and successful practices in Internal Auditing: and

{ii Reporting on its performance against Key Performance Indicators

6 Reporiing
(a} The Intarmal Audit Mansger or hisiher alternative will report Io aach meefing of tha Audit and Risk
Committee on:

(i1 Audits complated, including the results of aach awdit

(ll} Progress to Annual Internal Audit Plan;

{iii} Significant risk and contmol kEsues, including fraed risks, governance risks or other matters that
require the attention of the ARRC,

{iv] Any reports relating to Advisory Services provided such as special request reviews; and
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[v) The status of the implementation of agread Internal and external audit, and ofher relevant extemnal
body recommendations.

[A will report fo the AERC, at least once annually on the overall state of internal contreds in NSL and any
systemic issues requiring management affention based an the waork of Internal Audit (and other assurance
service providars).

{b) 1A will also communicate the reaults of the quality assurance program to senior management and the
Board. The disclosures will inciuda:

(i} The =scope and frequency of the internal and extarnal assessments
(I} The qualifications and independence of the assessment team

(il Conchusions of the assessmant team

(V) Corrective action plans

7 Evaluation of Internal Audit

{a) Intarmal Audit will be subject to review to ensure compliance with expected standards and to idantify any
areas of 18 operations and parformance reqguining impravarent.

{b] The review will include discussions with senior management, executives, extermal audit and the Bank of
Papua Mew Guinea fo understand thelr views and Identify Improvements on the level of service and guality
of work performed by Internal Auwdit

(€} Inaccordance with the International Standards for the Professional Practice of Intemal Audit, promulgated

by the Institute of Internal Auditors, an external assessment of Internal Audit must be carried out at least
anca evary five yaars by & qualified, independent reviewsr or review team from outside the organisatian.

B Relatlonship with the External Auditors

1a) intermal and extamal audit activities will ba coordinated to help ensura the adeguacy of cvarall audit
coverage and to minimise duplication of effort

{b) Periodic maetings and contact between Intemal Audit and the Extemal Auditor shall be held o discuss
matters of mufual interest,

(£} The Extarnal Auditar will have full and free accass to all Internal Audit plans, working papers and reports
upon prior approval,

9 Role of the Audit and Risk Commities

The role of the 8&RC is to provide assurance o the Baard of NSL in the achievement of NSL's vision and
misston with specific reference to governance, fsk management, awdit and compliance. The ARRC oversees
the implementation and effectiveness of corporate govemance across ML

10 Administrative Arrangements

Any change fo the position of the Internal Audit Manager or hisiher altemnative (.9, change of lavel paid or
substiuting external audit advice for infernal audit) will be approved by the GEOD in consultaton With the ASRC

11 Review of the Charter

Tha charter will be endorsed by the ASRC and approved by the Board., The Internal Audit Charler shall be
reviensed every wo vears or as deemed necessary by the ALRC,
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