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AUDIT COMMITTEE
TERMS OF REFERENCE

A. Objective

The main objective of the Audit Committee (“Committee”) is to assist the Board of
Directors (“Board”) in fulfilling its fiduciary responsibilities relating to corporate
accounting, system of internal controls, management and financial reporting practices
of MGB Berhad and its group of companies.

B. Composition

1. The Committee members shall be appointed by the Board from amongst its
number and shall consist of not less than three (3) members.

2. All the Committee members shall be Non-Executive Directors, and a majority
of them being Independent Directors. Independent Director shall be one who
fulfills the requirements as provided in the Main Market Listing Requirements
(“Listing Requirements”) of the Bursa Malaysia Securities Berhad (“Bursa
Securities”).

3. All members of the Committee shall be financially literate with at least one (1)
member:

i) must be a member of the Malaysian Institute of Accountants (“MIA”); or

ii) if he/she is not a member of the Malaysian Institute of Accountants, he/she
must have at least three (3) years working experience and:

a) passed the examinations specified in Part | of the 15t Schedule of
the Accountants Act 1967; or

b) must be a member of one of the associations of accountants
specified in Part Il of the 15t Schedule of the Accountants Act 1967;
or

i) must have at least three (3) years’ post qualification experience in
accounting or finance and:

a) has a degree/master/doctorate in accounting or finance; or
b) is a member of any professional accountancy organization which has
been admitted as a full member of the International Federation of
Accountant; or
iv) must have at least 7 years’ experience being a chief financial officer of a

corporation or having the function of being primarily responsible for the
management of the financial affairs of a corporation.
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4.  No alternate Director is to be appointed as a member of the Committee.

5. In the event of any vacancy in Committee resulting in non-compliance of
paragraphs 1, 2 and 3 above, the Board shall within three (3) months of that
event, appoint such new members as may be required to fill the vacancy.

6. No former key audit partner shall be appointed as a member of the Committee
unless he/she has observed a cooling-off period of at least three (3) years
before being appointed as a member of the Committee.

7. Where a member ceases to be director of the Board, his’lher membership in
the Committee shall also cease accordingly.

8. The terms of office and performance of the Committee and each of its
members shall be reviewed by the Nomination Committee annually.

C. Chairman

1. The members of the Committee must elect a Chairman from amongst their
number who is an Independent Non-Executive Director.

2. The Chairman of the Committee shall not be the Chairman of the Board.

3. The Chairman is responsible for ensuring the overall effectiveness and
independence of the Committee:

a) Planning and Conducting Meetings;

b) Overseeing reporting to the Board;

C) Encouraging open discussion during meetings; and

d) Maintaining active ongoing dialogue with management and both

internal and external auditors.

4. The Chairman together with other members should ensure, amongst others,
that:

a) The Committee is fully informed about significant matters related to
the company’s audit and its financial statements and addresses these
matters;

b) The Committee appropriately communicates its insights, views and
concerns about relevant transactions and events to internal and
external auditors;

c) The Committee’s concerns on matters that may have an effect on the

financial or audit of the Company are communicate to the external
auditor; and
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d) There is co-ordination between internal and external auditors.

D. Proceedings of Meeting

1.  The Committee shall meet at least four (4) times in a financial year. The
Chairman of the Audit Committee, and in consultation with the Secretary,
should determine the frequency of committee meetings.

2.  The quorum for an Audit Committee meeting shall be two (2) members, with
the majority of members present being Independent Directors. A valid quorum
shall consist of at least one (1) member who is qualified under Paragraph
15.09(1)(c) of the Listing Requirements of Bursa Securities.

3. In the absence of the Chairman, the members present shall elect a Chairman
from amongst the Independent Directors to chair the meeting.

4.  The Chairman may call for additional meetings at any time at his discretion or
if requested to do so by any member or the internal or external auditors to
consider any matter within the scope and responsibilities of the Committee.

5.  Any member may participate in the meetings of the Committee by means of
tele-conferencing whereby all persons attending or participating the meetings
can hear each other. The person or persons participating the meetings in the
aforesaid manner shall be deemed for all purposes to be present in person at
such meetings.

6. The key management, representative of the external auditors, other Board
members, employees and/or external independent professional advisers may
attend meetings upon the invitation of the Committee.

7. A resolution in writing signed by all members in lieu of convening a formal
meeting shall be valid and effectual as if it had been passed at a meeting of
the Committee duly convened and held. The resolution in writing and other
documents signed by the members using digital signatures and/or electronic
signatures shall be valid, enforceable and effective as the original of the
resolutions/documents duly sign physically provided that such digital
signatures and/or electronic signatures are created in accordance with the
Digital Signature Act 1997 and/or Electronic Commerce Act 2006. Any such
resolution may consist of several documents in like form, each signed by one
or more members.

8. The Company Secretary shall be the Secretary of the Committee and shall
responsible, with the concurrence of the Chairman, for drawing up and
circulating the agenda and the notice of meetings together with the supporting
explanatory documents to members prior to the meeting.

TOR-AC 2020 (Version No. 3) Page 3 of 7



MGB

VALUE DRIVEN INNOVATION

MGB BERHAD
Registration No.: 200201021504 (589167-W)

AUDIT COMMITTEE
TERMS OF REFERENCE

9. Minutes of each meeting shall be duly entered in the minutes books and
safekept at the registered office. The Secretary shall circulate the minutes of
meetings of the Committee to all members of the Committee and the Board.

E. Authority
The Committee shall within its terms of reference:
1. have adequate resources which are required to perform its duties;

2. have full and unrestricted access to any information as required to perform its
duties;

3. have the authority to investigate any activity within its terms of reference;
4. have the authority to form sub-committee(s) if deemed necessary and fit;

5. have the authority to delegate any of its responsibilities to any person or
committee(s) that it deems fit;

6. have direct communication channels with external auditors and person(s)
carrying out the internal audit function or activity;

7. be able to obtain independent professional or other advice and invite outsiders
with relevant experience to attend the meeting of the Committee; and

8. be able to convene meetings with the external auditors, the person(s) carrying
out the internal audit function or activity or both, excluding the attendance of
other directors and employees of the listed issuer, whenever deemed necessary.

F. Duties and Functions

The main functions and duties of the Audit Committee shall be:
1. Internal Audit

i) To oversee the functions of the Internal Audit and ensure compliance with
relevant regulatory;

i) To review the adequacy of the scope, competency and resources of the
internal audit functions and the necessary authority to carry out its work;

iii) To review the internal audit plan, process and the findings of the internal
audit assessments, investigation undertaken and whether or not
appropriate action is taken on the recommendations, and ensure
coordination between the internal and external auditors;
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iv) Ensure that the internal audit function is effective and able to function
independently

V) To review any matters concerning the employment or appointment (and
re-appointment) of the in-house and/or outsourced internal auditors (as
the case may be) and the reasons for resignation or termination of either
party; and

vi)  To appraise or assess the performance of members of the internal audit
function.

2. Risk Management

i) Assist the Board in identifying the principal risks in the achievement of the
Company’s objectives and ensuring the implementation of appropriate
systems to manage these risks.

ii) Review and recommend the risk management policy, procedures and risk
management framework for the approval and acknowledgement of the
Board and provide guidance on the overall risk strategy and directives for
implementation and ensure that the principles and requirements of
managing risk are consistently adopted throughout the Group.

iii)) Review periodically the risk management framework and risk profile and
to be satisfied that the methodology employed allows the identification,
analysis, assessment, monitoring and communication of risks in a regular
and timely manner that will allow the Group to minimise losses and
maximise opportunities.

iv) Commission, where required, special projects to investigate, develop or
report on specific aspects of the risk management processes of the
Company.

3. Internal Control

i) Oversee the Company’s internal control structure to assure operational
effectiveness and efficiency, reduce the risk of unreliable financial
reporting, protect the Company’s assets from misappropriation and
encourage legal and regulatory compliance.

i) Monitor systems and procedures, with external and internal auditors,

which are designed to provide a satisfactory and effective level of internal
controls, asset protection and management information.

TOR-AC 2020 (Version No. 3) Page 5 of 7



MGB

VALUE DRIVEN INNOVATION

MGB BERHAD
Registration No.: 200201021504 (589167-W)

AUDIT COMMITTEE
TERMS OF REFERENCE

i)  Monitor the Group’s operations via appropriate internal audit reviews, to
ascertain if adequate attention is given to attributes of efficiency,
effectiveness and economy.

iv)  Assist the Board in setting appropriate policies on internal control system
and ensure that the system is functioning adequately.

4. External Audit

i) To consider the appointment of the external auditor, the audit fee and any
questions of resignation or dismissal of the external auditor before making
recommendation to the Board;

i) To review the external auditors’ audit scope and plan, audit report and the
extent of assistance rendered by employees of the Company;

iii)) To review the external auditors’ Management Letter and Management’s
response;

iv) To review, with the external auditor, the audit reports, the auditor’s
evaluation of the system of internal control, audit plan and the assistance
given by the employees to the external auditor;

V) To discuss issues and reservations arising from the interim and final
audits, and matters the auditor may wish to discuss (in the absence of
Management where necessary);

vi)  To review whether there is reason (supported by grounds) to believe that
the Company’s external auditor is not suitable for re-appointment; and

vii)  To review of the effectiveness of the external auditors, the qualifications,
expertise and the adequacy of resources provided by the external
auditors.

5. Financial Reporting

i) To review with the management the quarterly and year-end financial
statements of the Company prior to the approval by the Board, focusing
particularly on:

a) Any changes in accounting policies and practices;
b) Significant adjustments arising from the audit;

c) Major judgement areas;

d) Significant and unusual events;

e) The going concern assumption; and
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f) Compliance with accounting standards and other legal
requirements

6. Related Party Transactions
i) To review any related party transactions and conflict of interest situation
that may arise in the Company including any transactions, procedures or
course of conducts that raise questions of management integrity.

7. Other Matters

i) To direct and where appropriate, supervise any special project or
investigation considered necessary;

ii) To report to the Board summarising the work performed in fulfilling the
Audit Committee’s primary responsibilities; and

iii) To carry out other functions as may be agreed to from time to time by the
Committee and the Board.
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