CENTRAL BANK OF THE UAE.

Date

Ref, ...

GOVERNOR'S OFFICE

12/1/1999
2/01!5 /99
To : All National Banks
Attn. : Chief Executive Qfficer
(CEQ)
After greetings,

Subject: Required Administrative
Structure in Banks

The Central Bank intends to implement
the system mentioned below regarding the
administrative structure at National Banks
for the purpose of enhancing the
administrative institutional structure at
these banks, which would lead to a better
internal control.

Therefore, please state your opinions
regarding the following:

An effective Board of Directors

1- The post of Chairman should be
separated from the rest of posts, in
such a way that the Chairman
chairs Board meetings, oversees
the process of executing its
decisions and discusses with
Board members matters relating to
identifying  the policies and
strategies of the bank. The
Chairman also studies statements,
information and statistics and
reviews the activities carried out
by the CEO and his assistants in
order to achieve the policies and
strategies of the bank (or the other
financial institution).
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3-

4.

5.

Overlap of Board’s functions with
that of the general management
functions should be prohibited, in
such a way that the Chairman
would not occupy the post of the
CEO (or Managing Director or
General Manager).

The Board should be formed from

individuals who represent the
shareholders properly, who have
their own views and contributions
and who are not under the control
of the Chairman or the CEO.
Furthermore, the Board should be
presented with all matters shown
in the attached  “Special
Appendix’.

The Executive Committee of the
Board, which is appointed by a
Board’s decision, should carry out
a specified portion of the Board’s
functions, as per an authorization
from the Board. The committee
presents its decisions to the Board.
It is preferred that the Chairman is
not to head this Committee.

The post of Chief Executive
Officer (or Managing Director or
General Manager) should be
separated from the rest of posts, in
such a way that the person who
occupies this post possesses
authorities and responsibilities
which are identified by a Board’s
decision. The CEO reports
significant or major activities to
both the Board and the Chairman.
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A Balanced Organization Chart with

clear Reporting lines:
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of the departments, branches, and
divisions as well as their reporting
lines. The manual may also
include standards regarding the
conduct of staff inside as well as
outside the company.
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The appointment of the Chief
Executive Officer, his deputy (if
available), managers of the said
departments, personnel manager,
the chief executive in charge of
branches as well as branch
managers, are subject to approval
of the Central Bank. After
reviewing their documents and
ensuring that they are well
qualified for the different posts,
possess the banking experience
required for each post, in sucha
way that relevant experience in the
same field is no lessthan 5 years.
The matter may also require
testing the candidates and
interviewing them by a committee
at the Central Bank.

The internal audit department
should alarm for overlapping work
functions as well as conflict of
interest cases. It should be
managed by a very well qualified
person, academically or through a
professional specialization, who
possess a working experience of
not less than 5 years in auditing or
banking or financial business.
This department reports to the
Chairman, with a copy to each
Board member and to the CEO of
the bank (or the other financial
institution). The manager of this
department should also notify the
Central Bank in the event of any
significant change, or when the
bank (or the other financial
institution) enters an operation
which may cause losses, or in the
event of a substantial loss or an
embezzlement case or violation of
Laws or regulations.

L NS PL SN PP SETE SR W
OB gall g (329 ) 4l 5 (ot N
Y 5 raybys S il ol e
el ISy o ibs gl (g5
goo—ill el ey g g 5ill o o
2ny g S el Giyadl A 4
e S35 35520 o8l Gand
uliall o aldl 3 alall LS
FAEURSEY.PE UL I S R WA
Jenn b gyl (53 A )
S-S I PPV B S T\ D S
ol 85yl saa JB Y Cusy
Galkly By L g Gead e Sl
ey s el Gt 5

(8 =Sl Giyadl

4ol A3l 38500 3 3 Laga (55
iy dasdl 3 Al g3 Y1 cyla)
Jt3e pas b by of 5 cedladl
Glracatdl 4 s Lapls] Sk
Gt wo e JBY 5 A aly Al
S irad) Jaddl Gl Sl
e L )& 5 o3 ad i Ll
MMQ__AS_)‘AY\UA_AAW;\SJ
350V Gdas elimel (ha guae
) J T . PN IS PV
o o e (oA Ll slasd
iaaal 4_nBy 3y Slall ed A s
S i sl Qigan xie (g 35l
il sl ) wlid Jpa0 sie
S al s ¥ Alee (53 Y)
e A8 ea s jlud Cigan aic

-

R ONECN I REV A  F EOR I W

o5



The manager of this department
should also meet with the head of
the Central Bank Examination
Team, who is in charge of
examining his  bank/financial
institution, once every 3 months to
answer his queries and to
exchange views with him,

It may be necessary at large banks

to establish a department, separate
from banking operations
department or internal audit
department to be called financial
control department to control and
supervise bank’s expenses, its
operations and its customers’
accounts. This department should
be managed by a very well
qualified person in professional
fields, with experience in
accounting or banking business of
not less than 5 years.

Please provide us with your
opinions and comments within one
month from the date of this letter.

Yours faithfully,
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Sultan Bin Nasser Al-Suwaidi
Governor
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Special Appendix
Regarding issues to be submitted for
approval or information of the Board of Directors of the Bank

As the Board of Directors of any bank is the

highest

authority in that bank and is

. responsible for the management, therefore, the
i) following must be submitted to it.

For approval through a resolution:

1-

The organization chart and any
amendments carried out onit, as well
as establishing subsidiaries and the
ownership of what exceeds 5% of the
capital of any company.

To review CVs for Senior staff
positions and to approve their
recruitment, their salaries and benefits
plus promotion or salary increase of
any one of them (level of positions to
be determined through a board
resolution).  Also a statement of those
recruited below that level showing their
names, nationalities and salary and
position levels. A statement of all
those terminated and reasons.

Staff annual bonus for the Chief
Executive Officer and the rest of
employees provided that bonus for the
CEO must not exceed 10% of total
bonus.

Major loans and advances (the
minimum limit to be determined by a
Board’s resolution), major projects
and banking products.
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5- Settlements of major loans and
advances (the minimum limit to be
determined by a Board’s resolution)
and writing-off balances of loans and
advances.

6- The maximum limits for deposits,
other dealings/transactions with banks
and other financial institutions and
exposure risks.

- 7- To review and approve the annual
) budget including all categories of
administrative and general expenses
plus productivity per employee.

8- Formation of the Assets and Liabilities
Committee, loans Committee, and
Settlements Committee plus

determination of responsibilities and
making of any change to the structure
of any one of these Committees.

9- Any other issue considered significant
by the board of Directors.

To be submitted for information:

'10-  Schedules of the loans, advances, and
settlements which fall under the
minimum limit but exceed a certain
amount (for example AED 100,000).

11-  To review the reports of the internal

auditor  periodically and when
necessary, in order to be informed of
his remarks.

12- To review a monthly statement of
condition and a statement of income.
Those statements should be in
reasonable detail, and compared to the
prior month, the same month ofthe
previous year and the budget.
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14-

To review investment reports, which
include securities by classifications,
book value, market value, yield,
summary of purchases and sales and
investments traded or contracted by
the management of the bank.

To review staff’s statistics as per a
table, which reveals the nationality
and family relationship in the case of
wife, a son, a daughter or a
cousin/nice, working for the bank.
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