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BERNAMA
August 11, 2011

Companies Should Strengthen Management Finance Teams

Kuala Lumpur, Aug 11 (Bernama) — Companies should invest more to strengthen the management
finance teams to ensure competency, thus helping in the production of good financial reports.

Executive chairman of Securities Commission Malaysia Audit Oversight Board, Nik Mohd Hasyudeen
Yusoff, said it was important to have good financial reports, produced on a timely basis, to make the
company more transparent while helping the board make decisions.

“The financial report made by audit committee will reflect the true company’s financial performance,
thus it will attract more investors who would demand more information an increasingly shorter time
frame,” he said.

Nik Mohd Hasyudeen said this in his keynote address at the forum on “Improving Corporate
Governance in the Malaysian Capital Market — The Role of the Audit Committee” here today.

The forum, organized by the Institute of Chartered Accountants in Australia and Malaysian Institute of
Certified Public Accountants, aims to enhance the quality of governance in the Malaysian capital
market.

He said as the value of an independent audit was driven by the independence of the auditors, an audit
committee should ensure the firm appointed by the company was independent and able to provide
impartial opinion.

“The auditors have the resources, expertise and experience to perform the audit effectively, including
considering their audit methodology and the strength of their network,” he said.

Nik Mohd Hasyudeen said the integrity of financial reporting would significantly be influenced by the
integrity and values of the members the audit committee.

--Bernama
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BERNAMA
Ogos 11, 2011

Syarikat Harus Perkukuh Pasukan Kewangan Pengurusan

KUALA LUMPUR, 11 Ogos (Bernama) — Syarikat —syarikat harus melabur lebih banyak dalam
pasukan kewangan pengurusan untuk memastikan kecekapan, sekali gus membantu dalam
penghasilan laporan kewangan yang baik.

Pengerusi eksekutif Lembaga Pemantauan Audit Suruhanjaya Sekuriti Malaysia, Nik Mohd
Hasyudeen Yusoff, berkata menghasilkan laporan kewangan yang baik dan dikeluarkan pada masa
yang ditetapkan adalah penting, untuk menjadikan sesebuah syarikat itu lebih telus di samping
membantu lembaga membuat keputusan.

“Laporan kewangan yang disediakan oleh sesebuah jawatankuasa audit akan mencerminkan prestasi
kewangan sebenar syarikat, dan dengan demikian ia akan menarik lebih banyak pelabur yang
mahukan lebih banyak maklumat dalam kerangka masa yang semakin singkat,” tegasnya.

Nik Mohd Hasyudeen berkata demikian dalam ucaptamanya pada forum bertajuk “Menambah Baik
Tadbir Urus Korporat dalam Pasaran Modal Malaysia — Peranan Jawatankuasa Audit” di sini Khamis.

Forum anjuran Institut Akauntan Berkanun di Australia dan Institut Akauntan Awam Bertauliah
Malaysia itu bertujuan meningkatkan kualiti tadbir urus dalam pasaran modal Malaysia.

--Bernama
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> Integrity of financial reporting ﬂess is

highly critical, says SC executive

BY PREMALATHA JAYARAMAN
sunbiz@thesndally. com

KUALA LUMPUR: An audit
committer needs to communicate a
strong and clear voice to the
management about its expectations
on the quality and integrity of
financial reporting, a senior
Securities Commission executive
SAYE.

SC executive chairman of the
Audit Oversight Board Nik Mohd
Hasyudeen Yusoff said the integrity

of the financial reporting process is
highly critical as financial staternents
should reflect the true Anancial
performance of the reporting entities.
He said the information provided

through financial statements form the
basis of many other decisions made
by various stakeholders in the capital

on providing assurance to the board
of divectors to focus on the relevant
issues although the ultimate

responsibility for the integrity of the
financial reporting rests with the
latter,

Speaking to reporters at 2 forum
here yesterday, he sald among the
areas audit committees have to loak
into are whether the financial
reporting architecture and systems
employed by the company are
appropriate given the industry itis in,
business models adopted, funding
structures, complexity of operations
and requirements of accounting
standards.

Other areas are to identify key
risks in financial reporting including
the risks of fraud, and that effective

contrals are in place and whether key
accounting policies have been
properly adopted and effectively
implemnented, he said,

“Financial reporting is not a mere
compliance obligation. It is part and

role of audit committee

businesses today are more
sophisticated and complex while
investors are also demanding more
information in an increasingly
shorter ime frame, and they have
significantly influenced financial
reporting, The effect of the shift from
historical cost to fair value
accounting is still being felt in many
markets, particularly after the global
financial erisis,

‘There has been an increasing
maore information not traditionally
captured by the traditional
accounting systems to be included in
financial statements, he said.
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“* By Adeline Paul Raj
adeline@nstp.com.my

KUALA LUMPUR: An increasing
number of Malaysia’s public-lis-
ted companies (PLCs) have moved
away from the Big Four audit
firms in recent years and gone for
smaller ones.

Industry players said the trend,
* which has become more pro-
nounced recently, is evident by
the Big Four’s dwindling marke
shares here. ;

The Big Four refers to the four
largest international firms,
namely Deloitte Touche
Tohmatsu, Pricewaterhouse-
Coopers (PwC), Ernst & Young

The Big Four audit blues

and KPMG.

“We're looking at that as a
trend,” Nik Mohd Hasyudeen
Yusoff, executive chairman of the
Audit Oversight Board (AOB), told
Business Times.

Lee Tuck Heng, a partner at
PwC Malaysia, said the trend

started taking shape in the last

three to five years but seems
more pronounced now.

“If you look at the market share
of the Btg Four, big eight firms,
it’s dwindling ... and it is the next

tier of audit firms that are taking
up some of this market share,”
said Lee, who has over 30 years of
audit experience at home and
abroad. :

It is understood that PwC’s
market share of PLCs here has
fallen to just under 8 per cent,
while that of Ernst & Young has
dropped to some 26 per cent.

Crowe Horwarth has probably
been the biggest non-Big Four
audit firm to gain from this trend.

Industry players cited fees as

one of the key reasons driving
PLCs to mid-tier and smaller ac-
counting firms.

Audit firms, especially the big-

"ger ones, have of late been see-

king higher fees to match the
risks they take on. Audit firms in
Malaysia are among the lowest
paid in the region and they often
cite the low fees as a major chal-
lenge for them to he able to secure
and retain adequate talent.

“It’s driven by a few things.
One, obviously, is in terms of fees.

Two, maybe it’s also because of
the tighter regulatory regime,
with the advent of the AOB, the
firms are increasingly reassess-
ing in terms of the risk equation ...
and perhaps, finding that some
clients may not give them the ap-
propriate returns for the services
they're giving,” said Lee.

Some boards of PLCs don’t be-
lieve in paying more for services
and so that could result in an
“agreeable separation” between

B TURNTOB2,COL.5
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Institutional

mvestors

not worried

by trend
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them and their auditors, he said.

Questions have been raised on
whether this trend towards
smaller [irms is good for the lo-
cal capital market, especially
with some PLCs choosing to go
with smaller audit firms only be-
cause they cost less.

Nik said the AOB will extend
its audit inspection to mid-tier
and smaller firms this year to
ensure that high standards of
audit quality are maintained.

“Whether it moves towards
smaller ones orlarger ones, the
focus should be on quality and
credibility because that is what
we need in the capital market,”
he remarked.

The AOB was set up in Apl‘ll
last year to oversee audit firms
of PLCs. Last year, it conducted
regular inspections on six major
audit firms, including the Blg
Four. T
Meanwhile, institutional in-
vestors like Aberdeen Assetf. -
Management Sdn Bhd say they.
aren't worried by the trend. =

“I think it's good because it
releases the grip of monopoly on
the-(Big) Four to do everything.:
There is a tendency to get com-;
placent when you think you're.
(naturally) going to get re-ap- 2
pointed. T think smaller firms,!
because of their size, may tend
to work a bit harder to get re-
cognised,” said its head of equit-
ies Abdul Jalil Rasheed, who.
helps manage US$2.5 billion
(RM?7.6 billion) of assets. :
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ICAA — MICPA Forum

“Improving Corporate Governance in Malaysian Capital
Markets — The Role of the Audit Committee”
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. € gement passing the
bree ooty nal auditors
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. fpublic-listed companies
(. ©,, espciallv the ones b © v
tne ac  Hf  ~v . equity inves-
tur ., are passing the responsibility
of pr.paring their company ac-
counts t¢  xternal auditors, raising
the :unc rn that this may impede
auditor’s independence.

“Because of tF lack of quality
human resouices within the fi-
nance function of the PLUs, the
management abdicates and farms
out t » .eporting function to the
»... nai auditors,” said former Ma-
iy siar astitute of Accountants
(+ 1'\) nresident Tan Sri Dr Abdul
Samad . lias.

v Abdul Samad, who will as-
s ue the clairmanship of Per-
b Jenan Insurans Deposit Malay-
sia next week, said he "has faith in
the quality of boards and the peo-
ple who occupy the finance func-
tions” ¢ “some top 200 PLCs on the
Bursa vialaysia. Bursa's main mar-
ket alone has 860 companies.

industry executives say the P' .
boa. . members mu t ensure that
the co ranies they are responsible
fc . have a high quality finance
function to avoid shifting the re-
sponsibility of accounts prepara-
tion to external auditors.

Audit Oversight Board executive
chairman Nik Mohd Hasyudeen
Yusoff said the PLCs must invest
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1 supe to ensure that the fi-

«« .anction is competent.

“There is a need for audit
- unittees to pay attention
to  aether the financial re-
n rting function is operated
by q alified professionals
"o keep themselves updat-
e _ v 1th the developments i
nnancial reporting. They

~=d to be supported by ap-
propriate financial reporting
systems and effective inter-
- ' ontrol,” he said at a fo-

-um entitled "The Role of the
Audit Committee” in Kuala
Lumpur yesterday.

The forum was organised by
the Institute of Chartered Ac-
countants in Australia and Ma-
le 7sian Institute of Certified
Pu Accountants.

Abdul Samad said the own-
ership of accounts is a funda-
mental issue that needs to, e

aressed in order to vcid
tarnishing the capital market.

~Nik Mohd Hasyudeen said it
is * aportant to ensure that the
companies' finance officials are
able to prepare a full set of fi-
nancial statements includirg
notes to the accounts in cc n-
pliance with accounting st 1d-

Pt e

ards and other regul: 1ons.

1. ‘ssue of poor quality fi- .
nanve function within the
PLCs surfaced more =~ mce
at * 1e forum as fellow panelist
UE.: " Group Bhd managing di-
rector chief executive of. _.r
Datul ' [zzaddin Mol . .35
said that in his experience, 1
had come across companies
depending on auditors tor ac-
counts preparation.

He said the inability to have
financial information ready on
a timely basis for board meet- -
ings is a common problem e 1-
countered by directors * nlsu
stems from the lack of qua’ity .
within the finance functr.a of
companies. ‘

“Investment in good ity
hum n capital is very impo -
fant ” he said.

N: - vohd Hasyude.  ~
othe areas that audit couun
teec must pay attention to -
clude whether the financial re-
porting architectu ¢ a-u
systems employed are appro-
priate given the industry the
company is involved in, busi-
ness models adopted, fur ujsg
structures, complexity of oper-
ations and requirements of ac-
counting standards.

NikMohd!. .
says itisimpoi a.. ‘o
ensure that the
com ‘as'f  ace
offici.” ¢ @ to

. preparea’ 1. tf

| financial stateme ts
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