AUDIT COMMITTEE
REPORT

Recognizing that an audit committee plays a crucial role in
the corporate governance process of an organization, the
Board of Directors of Axis REIT Managers Berhad (“Board”),
the management company of Axis-REIT, had established an
Audit Committee on a voluntary basis and this Committee
has the delegated oversight responsibilities from the Board
in ensuring that the interests of the Unitholders of Axis-REIT
are protected.

1.

COMPOSITION OF AUDIT COMMITTEE

The Audit Committee comprises three (3) Non-Executive
members two of whom (including the Chairman) are
Independent Non-Executive Directors of the Board.

The composition of the Committee as at 31 December
2009 is:

1) YAM Tunku Dato’ Seri Shahabuddin Bin Tunku Besar
Burhanuddin
- Independent Non-Executive Chairman

2) Mohd Sharif Bin Hj Yusof
- Independent Non-Executive Director

3) Yin-Yong Lee Lao
- Non-Independent Non-Executive Director

TERMS OF REFERENCE

Constitution

The Board of Directors has constituted and established
a committee of the Board to be known as the Audit
Committee (“the Committee”).

Membership

- The Committee shall be appointed by the Board of
Directors from amongst the directors of the Company
and shall comprise of at least three (3) members, all
of whom must be non-executive directors, with a
majority of them being independent.

- Atleast one (1) member of the Committee:

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

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

e he must have passed the examinations
specified in Part | of the 1st Schedule of the
Accountants Act 1967; or

e he must be a member of one (1) of the
associations of accountants specified in Part
Il of the 1st Schedule of the Accountants Act
1967; or

(iii) fulfils such other requirements as prescribed or
approved by the Exchange.

AXIS-REIT I ANNUAL REPORT 2009

- No alternate director shall be appointed as a member
of the Committee.

- The members of the Committee shall elect a
Chairman from among their number who shall be an
Independent Non-Executive Director.

- The Company Secretary or such other person(s)
authorised by the Board of Directors shall act as the
Secretary to the Committee.

- Ifamember of the Committee resigns, dies or for any
other reason ceases to be a member with the result
that the number of members is reduced to below
three (3), the Board of Directors shall, within three
(8) months from the date of that event, appoint such
number of new members as may be required to make
up the minimum number of three (3) members.

- Theterm of office and performance of the Committee
and each of its members shall be reviewed by the
Board of Directors at least once every three (3)
years to determine whether such Committee and its
members have carried out their duties in accordance
with their terms of reference.

Meetings and Minutes

- The Committee shall meet at least four (4) times in
a financial year, although additional meetings may
be called at any time at the Committee Chairman’s
discretion.

- The quorum for the meeting of the Committee shall
consist of not less than two (2) members, a majority
of whom must be independent Directors.

- Other than in circumstances which the Chairman of
the Committee considers inappropriate, the Chief
Financial Officer, Risk Management Officer and
the representatives of the external auditors and
internal auditors will normally attend any meeting
of the Committee to make known their views on
any matter under consideration pertaining to Axis-
REIT, by the Committee or which in their opinion,
should be brought to the attention of the Committee.
Other Board members, employees and external
professional advisers shall attend any particular
meetings upon invitation by the Committee.

- The Committee shall report to the Board and its
minutes tabled and noted by the Board of Directors.
The books containing the minutes of proceedings of
any meeting of the Committee shall be kept by the
Company at the registered office or the principal office
of the Company, and shall be open for inspection
of any member of the Committee and the Board of
Directors.



A circular resolution in writing signed by the members
of the Committee who are sufficient to form a quorum,
shall be valid and effectual as if it had been passed
at a meeting of the Committee duly convened. Any
such resolution may consist of several documents in
like form, each signed by one (1) or more members
of the Committee.

Any member of the Committee may participate
in any meeting of the Committee via telephone
conferencing, video conferencing or by means of any
communication equipment which allows all persons
participating in the meeting to hear each other.
A person so participating shall be deemed to be
present in person at the meeting and shall be entitled
to vote or be counted in a quorum accordingly.

Authority

The Committee is authorised by the Board to
investigate any matter within the Committee’s terms
of reference. It shall have full and unrestricted access
to any information pertaining to Axis-REIT or the
Company (if required) and shall have the resources
it requires to perform its duties. All employees of the
Company are required to comply with the requests
made by the Committee.

The Committee is authorised by the Board to obtain
outside legal or external independent professional
advice and secure the attendance of outsiders with
relevant experience and expertise if it considers this
necessary, the expenses of which will be borne by
the Company and/or Axis-REIT, where applicable.

The Committee shall have direct communication
channels with the external auditors and internal
auditors.

The Committee shall be able to convene meetings
with the external auditors, the internal auditors or
both, excluding the attendance of other directors and
management, whenever deemed necessary, in order
to enable the Committee and the external auditors
or the internal auditors or both, to discuss problems
and reservations and any other matter pertaining
to Axis-REIT or the Company (if any), the external
auditors or internal auditors may wish to bring up to
the attention of the Committee.

Functions and Duties

The Committee shall, amongst others, discharge the
following functions:

(@) Review the following and report the same to the
Board of Directors of the Company:

- with the external auditors, the audit plan of
Axis-REIT, the nature and scope of work
and ascertain that it will meet the needs of
the Board, the unitholders and regulatory
authorities;

with the external auditors, their evaluation
of the quality and effectiveness of entire
accounting system and the adequacy and
integrity of the internal control system of Axis-
REIT;

with the external auditors, their audit report;

the assistance given by management to the
external and internal auditors;

the adequacy of the scope, functions,
competency and resources of the internal
audit function and that it has the necessary
authority to carry out its work;

the internal audit programme, processes
and results of the internal audit programme,
processes, major findings of internal
investigation and management’s response
and whether or not appropriate action is
taken on the recommendations of the internal
audit function;

the quarterly results, annual and semi-annual
financial statements of Axis-REIT prior to the
approval by the Board of Directors, focusing
particularly on:

i. changes in or implementation of major
accounting policies and practices;

i significant and unusual events;

i significant adjustments arising from the
audit;

iv. compliance with accounting standards,
other statutory and legal requirements
and the going concern assumption;

v. the accuracy and adequacy of the
disclosure of information essential to a fair
and full presentation of the financial affairs
of Axis-REIT;

vi. any related party transactions and conflict
of interest situations that may arise within
the Company and/or Axis-REIT including
any transaction, procedure or course
of conduct that raises questions of
management integrity;

vii. any significant audit findings, reservations,
difficulties  encountered or material
weaknesses reported by the external
and internal auditors, particularly any
comments and responses in management
letters as well as the assistance given by
the employees of the Company in order
to be satisfied that appropriate action is
being taken.
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viii. to review the Statement of Internal
Control for recommendation to the Board
of Directors for approval.

iX. To ensure the internal audit function
reports directly to the Committee and
the said internal audit function shall
have direct access to the Chairman of
the Committee on all matters of control
and audit pertaining to Axis-REIT or the
Company (if necessary).

(b) Recommend for Board’s approval, the
nomination of a person or persons as external
auditors and internal auditors and their proposed
audit fees, review or appraise the performance of
the external auditors and internal auditors (where
necessary), and to discuss issues relating to the
resignation or dismissal of external auditors or
internal auditors.

(c) Promptly report to the Exchange on any matter
reported by it to the Board of the Company which
has not been satisfactorily resolved resulting
in a breach of the Listing Requirements of the
Exchange.

(d) Carry out any other functions that may be
mutually agreed upon by the Committee and the
Board of Directors which would be beneficial to
Axis-REIT and/or the Company and ensure the
effective discharge of the Committee’s duties
and responsibilities.

3. RESPONSIBILITIES OF AUDIT COMMITTEE

The role of the Audit Committee is to monitor and
evaluate the effectiveness of the Manager’s internal
controls and financial management. The Audit
Committee also reviews the quality and reliability of
information prepared for inclusion in financial reports and
for its subsequent announcement. The Audit Committee
is also responsible for the appointment of the external
and internal auditors.

The Audit Committee’s responsibilities also include:

- Reviewing external audit reports to ensure that where
deficiencies in internal control has been identified,
appropriate and prompt remedial action is taken by
management;

- Monitoring legislation regulated by Securities Laws
(as defined in section 2(1) of the SCA), the SC
Guidelines on REITs, the Listing Requirements of
Bursa Securities, the Rules of the Depository and
taxation laws and rulings;
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Reviewing Internal Audit reports pertaining to risk
management, the operational manual compliance and
internal controls ensuring that changes recommended
and agreed on are promptly implemented by the
management;

- Reviewing the Statutory financial statements and
audit report for quarterly, half yearly and annual
reports and reporting the Board; and

- Monitoring the procedures established for related
party transactions to ensure that compliance is strictly
adhered to as laid out in the Securities Guidelines for
REITs and the Deed.

. SUMMARY OF ACTIVITIES CARRIED OUT BY THE

COMMITTEE DURING THE FINANCIAL YEAR

(i) reviewed the quarterly reports and the audited
financial statements of Axis-REIT to ensure adherence
to legal and regulatory reporting requirements
before recommending to the Board of Directors for
approval;

(i) reviewed and approved the draft Audit Committee
Report and Internal Control Statement to be
incorporated into the Annual Report of Axis-REIT;

reviewed the internal audit plan and internal audit
reports with the Internal Auditors;

(i

=

(iv

=

reviewed with External Auditors, their audit planning
memorandum, audit approach and reporting
requirements prior to the commencement of audit
works;

(v) met with the External Auditors, in the absence of the
Management , to discuss problems and reservations
(if any) which the External Auditors may wish to
highlight to the Committee.

RELATIONSHIP WITH THE EXTERNAL & INTERNAL

. AUDITORS

The Board via the Audit Committee maintains a formal
and transparent relationship with the External Auditors
as well as the Internal Auditors. The Audit Committee
has direct and unrestricted access to the External and
Internal Auditors and there are also meetings held
between the Committee members and the External
Auditors in the absence of executives and management
during the financial year under review.



