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FOREWORD

Since its establishment, the Securities and Commodities Authority (SCA) has been dedicated to enhancing the
legislative framework governing companies in the securities market through its ongoing initiatives, regulations,
and directives.

In line with its commitment to strengthening corporate governance standards, SCA amended the Joint Stock
Companies Governance Guide (“Guide”) following the Chairman of the Board's decision [No.(02/RM) of 2024],
issued on January 10, 2024, and enforced on January 16, 2024. Our thought leadership publications, released
in February and April 2024, provide an in-depth analysis of these key amendments, offering valuable insights
into internal control, risk management, compliance, and broader governance practices.

Notably, the recent amendments to Articles 14 (Board Obligations) and 73 (Consultancies and Works Authorized
to the Auditor), issued vide SCA Circular dated January 14, 2025, clarify the roles and responsibilities of the
Board of Directors and auditors, with respect to the internal control and risk management framework. The
amendments inter-alia provide a phased approach for (i) companies to initiate self-assessment regarding the
effectiveness of internal control systems and risk management and (i) the auditor to express an opinion on
the same.

This publication specifically focuses on the recent amendments to the Guide, which mark a significant step
forward in the ongoing evolution of corporate governance practices in the UAE.

February 2020 January 2024 January 2025
Issuance of SCA's decision 100+ updates to the SCA Circular issued clarifying;
no. (3/Chairman) of 2020 Guide (including 82+ amending requirements related
concerning approval of amendments; 18 new to internal control and risk
Joint Stock Companies provisions) management framework

Governance Guide (“Guide”)

We welcome the opportunity to engage in discussions regarding the information shared in this publication.

Thank you.

Nagaraj Uchil
Partner, Accounting &
Reporting Consulting

Sandip Khtetan

Global Head of Accounting
& Reporting Consulting
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https://uniqus.com/wp-content/uploads/2024/02/SCA-Corporate-Governance-updates-for-listed-joint-stock-companies.pdf
https://uniqus.com/wp-content/uploads/2024/04/SCA-Governance-guide-updates.pdf

WHAT ARE THE LATEST KEY AMENDMENTS TO
THE SCA GUIDE?

The SCA Circular inter-alia details the responsibility of the Board, Senior management, and auditors as follows:

1. Article 14 of the SCA Guide relates to “Board Obligations”. Clause (7) of the Article has been amended to
clarify the Board’s responsibilities with respect to ensuring the existence of effective risk management
and an appropriate control environment within the company.

2. The Board retains ultimate responsibility for ensuring the existence of effective risk management
systems and internal controls that align with the company’s potential risks, assess their effectiveness,
and take corrective actions as necessary, regardless of the specific responsibilities delegated to senior
management.

3. The Board is responsible for establishing, defining, and approving an appropriate internal control and
risk management framework for the company’s operations that align with global best practices (COSO
Framework) and ensuring its implementation through guidelines as specified in the Circular.

AY /

'@ While the former Clause included reference to compliance with international practices and
recommended COSO Framework, the amended clause clarifies that the internal control
and risk management framework must be aligned with the COSO Framework.

8@, Senior management

Senior management is responsible for implementing sound policies, effective procedures, and robust
systems that align with the risk management and internal control frameworks approved by the Board.

% Auditors

The amendment to the SCA Guide clarifies that the Board is responsible for establishing mechanisms that
enable the auditor to express an opinion on the effectiveness of the company’s internal control and risk
management systems, including effective internal controls over financial reporting (ICOFR).

Further, Article 73(4) (as amended), provides that the auditor may express an opinion on the effectiveness
of the company’s internal control systems and their compliance with the appropriate internal control
framework determined by the Board of Directors by issuing a separate report. This report will include their
opinion on the effectiveness of internal control systems, identifying deficiencies, and taking necessary
actions to address them.




WHAT DOES THIS MEAN FOR REPORTING
PERIODS - FY 2024 & FY 20257

ol Phase One - FY 2024

Management responsibility

- Self-assessment to be conducted with respect to internal control systems and risk management related to
financial reporting (ICOFR)

- Address any gaps

Auditor responsibility

The auditor shall only express an opinion on the effectiveness of internal control systems and risk
management related to financial reporting (ICOFR) for the financial year 2024.

A separate report in this regard shall be issued (without disclosure at this stage), which will be reviewed by
the external auditor.

02. Phase Two - FY 2025

Management responsibility

- Self-assessment to be conducted with respect to internal control systems and risk management, including
ICOFR

- Address any gaps

Auditor responsibility

The auditor will express an opinion on the effectiveness of internal control systems and risk management,
including effective internal controls over financial reporting (ICOFR), for the financial year 2025.

A separate report shall be issued (with disclosure) containing the auditor's opinion on the effectiveness of
the internal control systems, identifying deficiencies, and recommending necessary actions to address them
(Audited).
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/
f@\ - Phase One focuses on internal control systems and risk management related to financial
reporting (ICOFR). Phase Two focuses on internal control systems and risk management,
including ICOFR.

Regarding FY 2024, it is suggested that companies should plan to timely initiate control
testing and development of required frameworks (internal controls & risk management) to
enable the auditor to express an opinion.

Key Considerations for
the Management

Develop a comprehensive risk & internal controls framework based on the COSO Framework

The management of the organization should (i) conduct planning & scoping and (ii) test internal
controls (design & operating effectiveness) & remediate the control deficiencies

Work with auditors to obtain opinions on internal controls for FY 2024 (not to be disclosed) and FY 2025
(to be disclosed)

Ensuring a comprehensive view of all material risks to which the company is or could be exposed, as
well as the interrelation of such risks, at both the public joint-stock company level and its subsidiaries,
as applicable. This includes strategies, policies, processes, procedures, and controls necessary to
identify, assess, measure, monitor, and control risks, as well as report them transparently and mitigate
their sources promptly.

The company’s organizational / governance structure should include the “Three Lines of Defense”
methodology, where applicable

Get in touch with Unigus to understand the detailed updates to the Governance Guide.
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ICOFR Journey and how Uniqus can help

Planning and Scoping
- Establish key milestones, outline project governance,
agree overall objectives and materiality with
management to implement ICOFR in line with the .
COSO Framework P S— , Setting the core
Assess risks and materiality to identify key processes, project team
business units, accounts, and assertions
Identify the financial reporting IT systems /
applications deployed within the organisation
[}

Obtain in-depth process understanding
Conduct detailed process walkthroughs with process

. """" O owners across scoped in processes and IT systems /
applications

Test of Design (TOD) and Development of RCMs and
Test of Effectiveness (TOE) Flowcharts for processes
Evaluate the design of controls identified P - Initiate process level controls

documentation and review of existing
process flows and narratives

Document Process Flowcharts
Identify control attributes
Develop the Risk Control Matrix (RCM)

Select appropriate samples for

testing the design effectiveness of the
controls in line with established global
methodology

Evaluate the operating effectiveness
of controls, including those addressing
fraud risks

Reperform the test of design and .
operating effectiveness for controls that

have been remediated before year-end

Entity level controls & and Gap Remediation &

IT General Controls ® Coordination with External
Auditors
Review of IT general controls (ITGC) including
IT Governance; IT Access controls ; Change - Prepare a comprehensive management
Management ; Computer Operations and report on key findings and
Program Development Controls recommendations
Assess Entity-Level Controls - Document a detailed mitigation plan
Develop RCM for Entity-Level Controls and IT - Identify areas for improvement and
General Controls outlining a strategic roadmap for
enhancement

Evaluate design and effectiveness of ELC's

and ITGC's - Facilitate coordination with external
auditors to ensure timely reporting and
adherence to regulatory standards
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A TEAM THAT

YOU CAN TRUST TO DELIVER
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Manager, ARC
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Anu Chaudhary

Partner, Global Head of ESG
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To know more about us, please visit www.uniqus.com



mailto:dhruvdossa%40uniqus.com?subject=
mailto:anuchaudhary%40uniqus.com?subject=
mailto:radhikasharma%40uniqus.com?subject=
mailto:dj%40uniqus.com?subject=
mailto:jamilkhatri%40uniqus.com?subject=
mailto:nu%40uniqus.com?subject=
http://www.uniqus.com
mailto:sandip.khetan%40uniqus.com?subject=
mailto:athiraprasannan%40uniqus.com?subject=
mailto:amandeepkaur%40uniqus.com?subject=

