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WHILE scrolling through some lo-
calbusinessnewsheadlinesearlier
this month, I stumbled upon a re-
port about the chief executive of
Miyoshi having been fined
S$22,400 by the state court after
thecompanyfailed to recognisean
impairment loss in its financial
statements for the year to Aug 31,
2019.

This wasn’t a company that
wouldordinarily interestme– it’sa
strugglingmetalcomponentsmak-
er with a market capitalisation of
less than S$5 million.

Yet,asmyeyesglazedoverandI
started to scroll away, I noticed an
interesting detail in the story: the
problem came to light after the
company’s financial statements
were reviewed by the Accounting
and Corporate Regulatory Author-
ity (Acra) under its Financial Re-
porting and Surveillance Pro-
gramme (FRSP).

Acra said in a press release dat-
ed Jan10 that Miyoshi should have
recognised an impairment loss of
S$16 million on its equity invest-
ment in a foreign company called
Core Power (Fujian) New Energy
Automobile.

An independent valuer had de-
termined that significant impair-

ment had occurred, Acra said. “De-
spite this, Miyoshi failed to recog-
nise the S$16 million impairment
loss on the investment and over-
stated the value of its net assets by
the same amount. This resulted in
Miyoshi group’s FY2019 financial
statements being materially mis-
stated, providing an inaccurate
picture of Miyoshi’s financial
health,” the regulator added.

Whydidthisfailuretorecognise
the impairment loss not come to
light earlier? Why were there no re-
percussionsuntilAcratookaction?

Here’s the thing: Miyoshi’s aud-
itor, BDO LLP, issued a qualified
opiniononthecompany’sfinancial
statements for FY2019 because of
uncertainty about the carrying val-
ue of its associate stake in Core
Power.

The auditor said there was in-
sufficient appropriate audit evi-
dence in relation to the associate,
andthemanagementhadnot final-
ised the impairment assessment.

Miyoshi dealt with the matter in
FY2020 – sort of. On Jul 30, 2020,
an agreement was reached to
amend the articles of association
ofCorePowersuchthatMiyoshino
longer had the right to appoint a
representativetoitsboard.Withno
ability to participate in decision-
making at Core Power, Miyoshi
ceased recognising it as an asso-
ciate.

Miyoshi reported a fair value
loss of S$17.7 million on Core Pow-
erinFY2020,whichreduceditscar-
rying value to zero.

BDOLLPqualified itsopinionon
Miyoshi’s financial statements for
FY2020, though, stating that it was
still unable to obtain sufficient ap-

propriate audit evidence on Core
Power.

Financial statement reviews

The matter might have ended
there, had it not been for Acra.

On May 14, 2024, Miyoshi said
its CEO Andrew Sin had been
chargedwithanoffenceunderSec-
tion 201(5) of the Companies Act,
which requires directors to lay out
financial statements at a compa-
ny’s annual general meeting that
comply with prescribed account-
ing standards, and that provide a
trueandfairviewof thecompany’s
financial position and perfor-
mance.

Miyoshi said in the same an-
nouncement that it had been in-
formed on Sep 27, 2021, that its
FY2020 financial statements had
been selected for review by Acra
under the FRSP. To facilitate the re-
view, Miyoshi provided Acra with
documents and information as re-
quested.

TheobjectiveofAcra’sFRSPisto
guide companies towards meeting
the accounting standards, and in-
crease investor confidence in the
quality of financial reporting in
Singapore.

Acrasaid in itsmostrecentFRSP
report, which was published in Ja-
nuary 2023, that it had developed
riskprofilingmodels inorder tofo-
cus its efforts on “higher-risk” fi-
nancial statements.

During the period from Apr 1,
2020, to Mar 31, 2022, Acra con-
cluded reviews of 33 sets of finan-
cial statements and found material
non-compliance with accounting
standards in 12 of them.

All in, therewere23instancesof

material non-compliance with ac-
counting standards, the majority
of which had to do with business
valuations or impairment assess-
ments.

Acra said the root causes of
companies running afoul of ac-
counting standards fell into three
categories: knowledge gaps, insuf-
ficient due diligence, and lack of
action taken on issues raised by
auditors.

Is Acra’s action against Miyosh-
i’sSinasignofwhat’stocome?And
will that help boost investor confi-
dence in Singapore companies?

Acra said in its Jan 10 press re-
lease that it would not hesitate to
take action against non-compli-
ance with accounting standards. It
also noted that failure to comply
with Section 201(5) of the Compa-
niesActnowcarriesapenaltyofup
to S$250,000, up from S$50,000
for offences committed before Jun
30, 2023.

On the other hand, Miyoshi said
on Jan13 that its board had unani-

mously decided that Sin should re-
main CEO and an executive direc-
tor of the company.

Sin is the single largest share-
holder of Miyoshi. A filing on Jun
18, 2024, puts his direct stake at
21.5 per cent, and his deemed in-
terest at 7.35 per cent.

More proactive Acra?

This column has previously ar-
gued that independent directors
and external auditors are not all
that effective in protecting minor-
ity investors, and that Singapore
really needs a single law enforce-
ment agency with the powers and
resources to deal with the wide va-
riety of enablers of corporate and
financial market wrongdoing.

Indeed, Acra has worked along-
side other agencies, such as the
Monetary Authority of Singapore
and the Commercial Affairs De-
partment, in major investigations
intocompaniessuchasHyfluxand
Noble Group.

Locally listed companies that

fall into Acra’s crosshairs also tend
tobecaughtupinmultipleinstanc-
es of misconduct. Notably, Acra
concluded a case last year against
Roger Poh, a former executive di-
rectorofAlliedTechnologies (ATL),
which had been in the news after
S$33 million of its funds went mis-
sing in 2019.

OnJan8,2024,Pohwasconvict-
ed for failing to act honestly in the
discharge of his director duties in
relation to ATL’s acquisition of a 51
per cent stake in Activpass Hold-
ings. Poh admitted that he had fa-
cilitated the transaction at a sub-
stantially higher price than would
havebeenacceptabletothesellers.

Poh was sentenced to six
months’ imprisonment.

Still, a more aggressive stance
by Acra alone could bring a posi-
tive new dimension to the regula-
tory landscape, in my view.

Acra gained the power to in-
spect and impose sanctions on
public accounting entities follow-
ing amendments to the Accoun-
tants Act in 2022, putting it in a
stronger position to push for high-
er standards in the industry.

Combinedwithmoretimelyand
targeted reviews of financial state-
ments, and appropriate penalties
for errant directors, the regulator
may help investors gain new confi-
dence in the local market.
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The company’s failure to recognise a large impairment loss came to light following
a review under the financial reporting and surveillance programme
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