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Board Members

The Board of the AOB comprises a Non-Executive Chairman, an Executive Officer, and five other Non-Executive 
Members who are appointed by the SC. The Non-Executive Members are representatives from the regulators, namely 
BNM and SSM, the legal profession, accounting profession and the private sector. The Executive Officer is responsible 
for the day-to-day administration of the AOB.

The Non-Executive Chairman of the AOB is appointed for a term not exceeding three years and the Non-Executive 
Members of the Board are appointed for a term not exceeding two years. Both the Non-Executive Chairman and Non-
Executive Members are eligible for reappointment upon the completion of their term.

A person is disqualified from holding the office of a Board member of the AOB if he or she is–

t convicted of an offence under the law; 
t declared a bankrupt;      
t fails to attend three consecutive Board meetings without leave; or
t not capable of discharging his or her duties.

The SCMA requires a Board member to manage the conflict of interest by disclosing his or her interest in any matter 
under discussion by the Board. Once a disclosure is made, he or she–

t shall neither take part nor be present in any deliberation or decision of the Board or its committees; and
t shall be disregarded for the purposes of constituting quorum of the Board or its committees, relating to the matter.    

Responsibilities of the Board

The Board is responsible for assisting the SC in discharging its functions under the SCMA. The responsibilities of the 
Board is included in Figure 1.

FIGURE 1
Board responsibilities

STATEMENT ON GOVERNANCE
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Implement policies and programmes to ensure 
an effective audit oversight system in Malaysia

Co-operate with relevant authorities in 
formulating and implementing strategies to 
enhance standards of financial disclosures of 
PIEs or schedule funds

Register or recognise auditors of PIEs or 
schedule funds Liaise and co-operate with oversight bodies 

outside Malaysia to enhance the standing 
of the auditing profession in Malaysia and 
internationally

Direct MIA to establish or adopt, or by way 
of both, the auditing and ethical standards 
to be applied by auditors

Carry out inspection on a person who prepares 
a report in relation to financial information 
of PIEs or schedule funds, related to capital 
market activities

Conduct inspections and monitoring 
programmes on registered auditors 
to assess the degree of compliance of 
auditing and ethical standards

Perform such other duties or functions as 
necessary or appropriate to promote high 
professional standards of registered auditors 
and to improve the quality of audit services 
provided by registered auditors

Impose appropriate sanctions against 
registered auditors who fail to comply 
with auditing and ethical standards

SC AOB2023 Eng D12 010324.indd   43 06/03/2024   1:20 AM

  AUDIT OVERSIGHT BOARD ANNUAL REPORT 202338

TAN SRI ABU SAMAH NORDIN

SALMAH BEE MOHD MYDIN

DATO’ SERI AHMAD JOHAN 
MOHAMMAD RASLAN

ALEX OOI THIAM POH

DATUK NOR AZIMAH 
ABDUL AZIZ

HONG CHIN PHENG

DATO’ NOORAZMAN 
ABD AZIZ

Read more on the Audit Oversight Board  https://www.sc.com.my/aob/about-audit-oversight-board

MEMBERS OF THE AUDIT OVERSIGHT BOARD

STATEMENTS
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Board Meetings

There were nine Board meetings held in 2023. The quorum required three members to be present, one of whom shall 
be the executive officer or the officer of the SC. The attendance record of the Board members is set out in Table 1.

TABLE 1
Attendance at Board meetings

Committee of the AOB

The Registration Committee was established to deliberate matters regarding the registration or recognition of auditors 
with the AOB. Where applicable, the Registration Committee will make recommendations to the Board on matters 
that require further deliberation and decision.

The following are members of the Registration Committee:

t Tan Sri Abu Samah Nordin4

t Alex Ooi Thiam Poh
t Hong Chin Pheng

There were two Registration Committee meetings held in 2023. The Chairman of the AOB chairs the meetings of 
the Registration Committee. In his absence, a member of the Board who sits on the Registration Committee can be 
tasked to take on this responsibility. 

Board Members Number of Meetings Attended

Dato’ Anantham Kasinather1  9/9

Alex Ooi Thiam Poh 9/9

Salmah Bee Mohd Mydin 8/9

Hong Chin Pheng 8/9

Datuk Nor Azimah Abdul Aziz  8/9

Dato’ Darawati Hussain2  3/3

Dato’ Seri Ahmad Johan Mohammad Raslan 8/9

Dato’ Noorazman Abd Aziz3  2/3

1  Completed his term as Non-Executive Chairman on 30 November 2023.
2  Completed her term as Non-Executive Member on 31 March 2023.
3  Appointed as Non-Executive Member on 1 August 2023.
4 Appointed as Non-Executive Chairman and Chairman of the Registration Committee on 5 January 2024.
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1  Completed his term as Non-Executive Chairman on 30 November 2023.
2  Completed her term as Non-Executive Member on 31 March 2023.
3  Appointed to the Registration Committee on 19 May 2023.

STATEMENTS

The attendance record of the members of the Registration Committee is set out in Table 2.

TABLE 2
Attendance at registration committee meetings

External Auditors

The consideration and recommended appointment of external auditors of the AOB is decided and approved by the 
independent non-executive members of the SC. The Chairman and Executive Officer of the AOB are excluded from 
decisions relating to the review and appointment or reappointment of external auditors.

Members of the Registration Committee Number of Meetings Attended

Dato’ Anantham Kasinather1 2/2

Alex Ooi Thiam Poh 2/2

Dato’ Darawati Hussain2 1/1

Hong Chin Pheng3  1/1
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SUPPORT ADOPTION AND IMPLEMENTATION OF STANDARDS

The main challenge is that management tends to be over-optimistic 
in its estimates of future cash flows and outlook of business and 
auditors have also faced the following challenges:
t Use of complex models in prediction of future cash flows in an 
 uncertain macroeconomic environment
t Limited publicly available or comparable information when an 
 entity is operating in a niche or novel market
t Management’s assumption that the impairment assessment 
 would be performed by the auditors
t No engagement of appropriate experts to assist in the goodwill   
 impairment assessment due to cost factor

t� Assign audit personnel with the appropriate knowledge, 
 experience, and skills
t� Perform stand-back to identify and assess the completeness and 
 consistency of methods, assumptions and data
t� Perform sensitivity analysis to identify and challenge key 
 assumptions and data
t� Perform break-even analysis to identify headroom for key 
 assumptions and data
t� Perform subsequent events review to identify information which 
 supports or contradicts management’s estimates
t� Use of industry experts and auditors’ specialists, especially in 
 complex areas

t� Dependent on management’s experience and knowledge, 
 involvement and level of documentation required by those 
 charged with governance (TCWG) and maturity of the industry
t� Larger PIEs with robust internal controls and competent 
 personnel would have more detailed documentation of the 
 assumptions and judgments made
t� Some auditors highlighted inadequate documentation by 
 management and information only provided upon further 
 prompting by auditors

Management is generally biased towards corroborative information 
and tend to be over-optimistic in their key assumptions. 
Unconscious bias may be presented in:
t� Anchoring to assumptions made prior to COVID-19 that may no 
 longer reflect current market conditions
t� Halo effect on marketability of new products or services 
 predicated on past success
t� Status quo bias on forecast cash flows that were made in 
 previous years
t� Survivorship bias arising from headroom of performing CGUs as 
 compared to non -performing CGUs
t� Lack of proper justification in discount rate used

What challenges have 
you experienced when 
testing the reasonableness 
of management’s 
assumptions used in 
the goodwill impairment 
test?

How do you maintain 
and demonstrate your 
professional scepticism 
when auditing the 
management’s estimates 
used in the goodwill 
impairment test?

Does management’s 
documentation 
adequately support 
the reasonableness of 
their assumptions and 
judgments made?

Does management give 
objective consideration 
to both corroborative 
and contradictory 
information when
setting assumptions? 
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Source: IOSCO’s Consultation on Goodwill.

SUPPORT ADOPTION AND IMPLEMENTATION OF STANDARDS

In June 2023, IOSCO issued a consultation paper on goodwill to collect views from issuers, audit committees, 
investors and auditors.

It was observed that since the financial crisis, the total balance of accumulated goodwill of the S&P 500 has 
more than doubled from US$1.6 trillion in 2008 to US$3.7 trillion in 2021, and the accumulated goodwill 
of listed companies in the European Union is also having the same increasing trend. The rise was because of 
active merger and acquisition activities with high acquisition prices.

Goodwill is subject to an impairment test annually and no amortisation under the current global accounting 
standard. Goodwill is impaired when its recoverable amount is lower than its carrying amount. Some 
stakeholders were concerned that optimistic assumptions were used in estimating the recoverable amount 
and resulted in impairment loss not being recognised adequately and timely.

While supporting the IASB’s plan to enhance disclosure requirements on acquisition and its subsequent 
performance, IOSCO is of the view that goodwill impairment could be further improved. IOSCO’s observations 
on issues surrounding goodwill are depicted in Figure 1.

During the AOB’s Annual Conversation with Major Audit Firms, the AOB provided brief backgrounds on 
IOSCO’s Consultation on Goodwill and sought views on questions related to auditors. The consolidated 
auditors’ responses to IOSCO’s Consultation on Goodwill – Questions for Independent Auditors are 
summarised in Figure 2.

FIGURE 1
IOSCO’s observations on issues surrounding goodwill

IOSCO Consultation on Goodwill

FIGURE 2
Compiled auditors’ responses to IOSCO’s Consultation on Goodwill – Questions for independent auditors

t� Comparison of excess purchase consideration paid (goodwill) 
 with actual returns
t� Identification of goodwill impairment indicators on a quarterly 
 basis
t� Introduction of conditions when an entity is disallowed to 
 include terminal value in the value in use calculation
t� Inclusion of additional guidance in relation to the allocation of 
 goodwill to cash-generating units (CGUs)
t� Enhancement to disclosures in the financial statements
t� Further clarification on nature of goodwill

How can the goodwill 
impairment test be 
improved?
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