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Name Designation 

Nik Mohd Hasyudeen Yusoff Executive Chairman, Audit Oversight Board 

Dato' Gumuri Hussain Chairman, SME Bank 

Goh Ching Yin Executive Director, Securities Commission Malaysia 

Datuk Nor Shamsiah Mohd Yunus Deputy Governor, Central Bank of Malaysia 

Cheong Kee Fong Advocate and Solicitor, Cheong Kee Fong & Co 

Chok Kwee Bee Managing Director, Teak Capital Sdn Bhd 

Mohd Naim Daruwish Chief Executive Officer, Companies Commission Malaysia 

By virtue of section 31C of the Securities Commission Act 1993 (SCA) , Securities Commission 
Malaysia (SC) shall established the Audit Oversight Board (AOB) which consist an executive 
chairman and six non-executive members. The seven members of the AOB which had been 
appointed by the SC are as follows:  

Board Members 
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EXECUTIVE CHAIRMAN 

INSPECTION REGISTRATION & RESEARCH 

HEAD 

ENFORCEMENT AND QUALITY 
ASSURANCE 

1. Registration management 
2. Monitoring audit firms 
3. Exception reporting  
4. Monitoring development in 

relevant standards 
5. Market monitoring 
6. Trainings and development 
7. Stakeholder management – 

Domestic & International 
8. Secretariat to AOB Board, AAC, 

CSAP 
9. Observer to AASB and ESB 

1. Risk assessment  
2. Inspection – Planning, 

execution and completion 
3. Engagement with audit firms 

and stakeholders 
4. Monitoring of remediation 

activities 

1. Management of inquiry 
2. Sanctions 
3. Policy and legal matters 
4. Standard Operating 

Procedures and Process 
Flows 

5. Quality assurance  
6. Maintenance of AOB 

website 
7. AOB Progress Reporting 
 
 

Activities by Division 
 
 

AOB BOARD 
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Domestic 
Commercial 
transactions 

/ results 

Directors  
and 

management 

Financial 
reporting 
function 

Internal 
audit 

function 

External 
auditors 

Financial 
statements 

Audit 
Oversight 

Board 

Malaysian 
Institute of 
Accountants 

Companies 
Commission 

Securities 
Commission 

Bank Negara 
Malaysia 

Ministry of 
Finance 

Other 
experts: 
Valuers, 

Actuarists, 
Lawyers 

Foreign 
Commercial 
transactions 

/ results 

Malaysian 
Accounting 
Standards 

Board 

Bursa 
Malaysia 

Investors 
and analysts 

The Financial Reporting Ecosystem 

4 

Educational 
institutions 
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Directors and  
Management Auditors 

Audited 
Financial 

Statements 

• Responsible for 
internal control over 
financial reporting  

• Prepare and approve 
financial statements in 
accordance with FRS 

• Ensure effective 
financial reporting 
function 

• Responsible to audit 
the financial 
statements in 
accordance with 
auditing and ethical 
standards 

• Subject to other 
statutory obligations 
imposed by law 

Responsibility over financial reporting and audit of 
financial statements 
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 “Fostering high quality independent auditing to promote confidence in the quality and reliability of audited 
financial statements of public interest entities in Malaysia”  

 Outcomes Strategic Themes  Services Areas 

Confidence in 
audited financial 

statements 

Audit opinion 
based on sufficient 

and appropriate 
evidence 

Externalisation of 
professional values 

and ethics 

Resourceful and 
capable audit 

practices 

High quality 
financial reporting 
practices by PIE 

Standards setting 
and guidance 

Registration 

Inspection and 
Remediation 

Enforcement of 
standards 

Support adoption and implementation of 
standards 

Promote high quality audit practices 
 

Influence financial reporting ecosystem 
 

Leverage on stakeholders support 
 

Promotion of 
quality and 

Collaboration with 
stakeholders 



17/7/2013 

4 

© Securities Commission Malaysia 

Audit 

Oversight 

Board Malaysia 

Standard setting 

• Ensure auditing 
and ethical 
standards are 
in line with 
global best 
practices 

• Support the 
implementation 
of standards 

Registration 

• Ensure audit 
firms and 
auditors 
auditing public 
interest entities 
are fit and 
proper 

• Registration 
policy 
encourages 
capacity 
building of 
audit firms 

 

Inspection and  
Remediation 

• Assess the level 
of compliance 
of audit firms 
and auditors 
with auditing 
and ethical 
standards 

• Issue inspection 
reports to audit 
firms and 
auditors 

• Monitor how 
remediation 
plans of audit 
firms are 
implemented 

Inquiry and  
Sanction 

• Conduct inquiry 
when there is 
reason to 
believe that 
provisions of 
the Act, written 
notice or 
guidelines are 
breached, 
including non-
compliance with 
auditing and 
ethical 
standards 

• Impose 
sanctions 
proportionate 
to failures or 
breaches 

Collaboration and  
Cooperation 

• Cooperate with 
authorities in 
Malaysia and 
internationally 
in enhancing 
audit quality 

• Collaborate 
with other 
stakeholders in 
enhancing 
quality of 
financial 
reporting in 
Malaysia 

Key Service Areas 
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 Compliance with auditing (including ISQC1) and ethical standards is an integral aspect in maintaining 

audit quality 

 As Malaysian Institute of Accountants (“MIA”) is responsible to set or adopt standards applicable to 

auditors in Malaysia  

 AOB has the power to direct MIA to establish, amend, modify or alter its prescribed standards 

 Currently auditing and ethical standards in Malaysia are on par with standards issued by IAASB and 

IESBA 

 AOB provides feedback to international and national standards setters depending on the issues being 

considered 

Standard Setting 
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Registration Process : An Overview 
The registration and recognition of auditors of the Public Interest Entities process is 

subjected to the provision under the Division 4, Part IIIA of the Securities Commission Act 
1993 (SCA) 
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Form 1 
(Individual auditor) 

& 
Form 2 

(Audit Firm) 

Registration Fees 
(RM5,000 per 

individual auditor) 

+ 

Processing the 
Application by 

AOB 

Approval 
Obtained 

Notification of 
Approval via ARAS 
and letter to Audit 
Firm / Individual 

Auditor  

Processed Through Auditor Registration Application System (ARAS) 

Registration 

NB : Please refer to the AOB Registration Handbook for details. 
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Form 3 
(Foreign Individual Auditor) 

and  
Form 4 

(Foreign Audit Firm) 

Registration Fees 
(RM5000 per foreign audit 

firm) 

+ 

Processing 
the 

Application 
by AOB 

Approval 
Obtained 

Notification of 
Recognition via letter 

to Foreign Audit Firm / 
Foreign Individual 

Auditor  

Manually Processed  

Recognition of Foreign Auditor 

NB : Please refer to the AOB Recognition of Foreign Auditor Handbook for details. 
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Registered Audit Firms and Individual Auditors 

as at 30 June 2013 
 

12 

Profile / Partnership 

Structure 
No of Audit Firms 

No of Individual 

Auditors 
Total PIEs 

Sole proprietors 7 7 10 

Partnerships with 

2 - 4 partners 
37 88 127 

Partnerships with 

5 - 9 partners 
9 52 197 

Partnerships with 

≥ 10 partners 
6 151 818 

Total 59 298 1152 

NB : List of Public Interest Entities (PIEs) is specified in Schedule 1. 
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Recognised Foreign Audit Firms and Individual Auditors 

as at 30 June 2013 
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Country Origin of the Audit Firms 
No of Audit 

Firms 

No of 

Individual 

Auditors 

Total PIEs 

Singapore 5 10 5 

United Kingdom 1 2 1 

Hong Kong 1 2 1 

Total  7 14 7 

NB : List of Public Interest Entities (PIEs) is specified in Schedule 1. 
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Inspection Process : An Overview 
The inspection process is subjected to the provision under the Division 6, Part IIIA of the 

Securities Commission Act 1993 
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Inspection Process – Regular Inspection  

Notification 
of inspection 

Selection of 
Firm 

Selection of 
engagements 

Planning 

Risk 
assessment 

+ 

On-site Inspection 

Entrance 
Meeting 

Firm level 
  

Engagement 
level 

 

+ 

Matters Arising 
(Queries List to 
be responded 

by EP in 
writing) 

Validation of 
Matters Arising  

(With 
engagement 

team) 

Exit Meeting  
(Consolidation 

of matters) 

Post Inspection 

Draft 
Inspection 

Report 

Send to Firm 

Firm’s 
response 

Final 
Inspection 

Report 

Remediation 
plan 

[Appendix A] 

[Appendix A] 

[Appendix B] 

[Appendix C] 

Entrance 
Meeting 
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Cash payments  
 

Audit Quality 
 
 
 
 
 
 

Impact   
Robustness  

of 
responses 

to identified 
risks 

Basis of 
Audit 

Opinion  

Reporting 

 

Audit 
Procedures  

 
 Plan 

 Execute 
 Conclusion 
 Reporting 

 
Audit 

Evidence 
 

Financial 
Statements 

Documentation 

Output 

 

 

 

 

 

General Factors 

 Human Resource 

 Partners workload 

 Risk Appetite 

 

 

 

 

 

 

 

 

 

 

 

Specific Factors 
 Engagement  

 Performance 

 Monitoring 

 

 

 

 

 

 

Input 

AOB’s Perspective of Audit Quality – An Engagement Review 

Audit opinion is based on the sufficient and appropriate audit evidence 
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Post Inspection  

Impose 
additional 
conditions 

Firm 

Remediation  
&  

Monitoring 

Inspection 

Internal Rating Process  

Registration Enforcement 

 
Engagement 

 
 

No 
additional 
condition 

Review Firm’s / 
Auditor’s Response 

Conduct Inquiry 

Case Close  

Notification 
(Firm / Partner) 

Issue Show 
Cause 

Case Close / 
Proportionate 

Sanctions 

Sanctions/ 
Decision Letter 
 Issue sanction  

letter 
 Publish on AOB’s 

website 
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Inquiry, Sanction and Appeal Process :  
An Overview 

 
The inquiry, sanction and appeal process is subjected to the provision under the Division 6 

and 7, Part IIIA of the Securities Commission Act 1993 

 

18 
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Review Firm’s / 
Auditor’s Response 

Conduct Inquiry 

Case Close  

Issue Show 
Cause 

Case close / 
No further 
action 

Recommend Case 
Close / Sanctions 

Sanctions* 
 Issue 

sanction  
letter 

 Publish on 
SC’s website 

19 

Enforcement Process – Appeal 

Appeal to SC  

Commission 
affirm/overrule 

with AOB’s 
Decision 
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Sanctions pursuant to Section 31Z(2) and Undertaking to 
Comply pursuant to Section 31Z(3) of the SCA 

Section 31Z(2) 
a) Directive to comply 
b) Reprimand 
c) Remedy the breach 
d) Undertake relevant professional education to improve audit quality 
e) Assign a reviewer to oversee an audit that is undertaken by the person 

concerned 
f) Prohibit the person concerned from accepting any PIE as its client for a period 

not exceeding 12 months 
g) Prohibit the person concerned from auditing of PIE not exceeding 12 month or 

permanently 
h) Impose monetary penalty not exceeding RM500,000 
 
Section 31Z(3) 
Undertaking to comply to the provision of the Part IIIA, registration conditions 
imposed under subsection 31O(4)  of the SCA or any written notice or guidelines 
imposed or issued by the Commission. 
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International Affairs 

• Member of the International Forum of Independent Audit Regulators (IFIAR) since 2011.  
AOB participated in various IFIAR audit inspection workshops on international best practices 
in audit inspection methodologies and processes.  

 

• AOB is part of the ASEAN Audit Regulators Group (AARG) which includes the audit 
regulators from Singapore and Thailand. AOB participated and hosted various activities 
initiated by the AARG. 

 

• AOB formed on official collaboration in audit oversight with the Japan Financial Services 
Authority (JFSA) and the Japan Certified Public Accountants and Auditing Oversight Board 
(CPAAOB) through an exchange of letter in October 2012. 

 

• In June 2013, the European Commission adopted a Decision (2013/288/EU), recognising 
AOB’s audit oversight system to be equivalent to that of the European Union (EU) member 
states. Malaysia is amongst the other nine (9) third countries (including Abu Dhabi, Dubai 
International Financial Center, Taiwan and Thailand) to gain this recognition.  
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Reliable 
Audited 

Financial 
Statements 

Firms quality control system Compliance with auditing and 
ethical standards 

Inspection process – Focus of inspection 

Firm review  
(ISQC1 and MIA by-

laws) 

Leadership 

Ethical requirements 

Client acceptance and 
continuance 

Human resources 

Engagement 
performance 

Monitoring 

Engagement review  
(ISA) 

 

Planning 

Risk assessment and 
response 

Audit evidence 

Documentation 

Compliance with 
regulations 

Communication 

Appendix A 
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Inspection Process – Validation of Matters Arising 

• All matters arising will be discussed during the validation meetings with engagement 
partners and engagement team members 

 

• All matters arising from the firm and engagement reviews will be consolidated and 
presented at the exit meeting 

 

• The exit meeting is a formal process informing your firm that AOB’s on-site inspection is 
completed, issues have been validated prior to reporting  and/or AOB may require follow up 
on certain documents which were not provided to us due to certain circumstances 

 

• AOB do not expect any material changes in the firm’s formal/written response  

25 
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Inspection Process – Type of Deficiencies 

Significant 
Deficiencies 

Deficiencies 

May impact the basis of  audit opinion  
– e.g. sufficiency and appropriateness of evidence or the 
appropriateness of judgment areas  
 

Pervasive issue where the impact cannot be easily quantified 

Other than significant deficiencies, if viewed ‘collectively’ may  
impact the basis of audit opinion 

NB:  a) It is still a deficiency in the firm’s quality control system even if that failure did not result in an  

   insufficiently supported audit opinion. 

       b) If deficiencies are not remediated within the timeline stipulated, AOB may publish the final         

           inspection report in accordance with s.31V(7) of the SCA. 

             

 

 

 

 

Appendix C 
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THE END 


