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ABSTRACT

The existence of an audit committee in a company has become an issue on
whether their presence can enhance the performance of the company, especially
when event of corporate failures happened to the companies that have established
audit committee in their organizations. This paper seeks to investigate the
relationship between the audit committee characteristics and corporate
performance, where performance is proxied by the Returned on Assets. The four
audit committee characteristics examined in this study are size, independence,
activity and the financial literacy in audit committee. The data are gathered from
the analysis of companies’ annual report for a sample of 169 listed at Bursa
Malaysia. The data set is obtained from the annual reports for the year 2009.
Multiple regression models are applied to test the significance of audit committee
characteristics and firm performance. The result shows that both activity and
financial literacy have a relationship with the company’s performance. It means
that firms having good audit committee perform well compared to the firms
having no or less audit committee.



TABLE OF CONTENTS

TITLE PAGE

ABSTRACT
ACKNOWLEDGEMENT
TABLE OF CONTENTS
LIST OF TABLES

LIST OF FIGURES

LIST OF ABBREVIATIONS

CHAPTER 1:INTRODUCTION

1.1
1.2
1.3
1.4
L3
1.6
17

Introduction

Corporate governance and Audit Committee
Problem Statement

Research Question

Objective of the Study

Significance of the study

Organization of the study

CHAPTER 2:LITERATURE REVIEW

2.1
2.2
2.3
2.4

Introduction
Activity of Audit Committee
Size of Audit Committee

Independence of Audit Committee

iii

ii

iii
vi
vi

vii

10
11
12
12

14
14
16
18



2.5  Financial Literaéy of Audit Committee
2.6 Company Performance

2.7  Agency Theory

2.8 Chapter Summary

CHAPTER 3:RESEARCH METHODOLOGY
3l Introduction
3.2 Development of Hypothesis
3.2.1 Company Performance
3.2.2 Audit Committee Characteristics
3.2.2.1 Audit Committee Size
3.2.2.2 Audit Committee Independence
3.2.2.3.Audit Committee Activity
3.2.2.4 Audit Committee Financial Literacy
33 Leverage -
34  Conceptual Framework
3.5  Measurement of Variable
3.5.1 Firm Performance
3.5.2 Audit committee Size
3.5.3 Audit Committee Independence
3.5.4 Audit Committee Activity
3.5.5 Audit Committee Financial Literacy
3.5.6 Leverage
3.6  Regression Model
3.7  Data Collection
3.8 Sample Selection
3.9  Analysis of data and Research Design
3.9.1 Test of Normality
3.9.2 Descriptive Statistics
3.9.3 Correlation Statistics

iv

19
22
23
24

25

26
27
28
29
31
32
33
34
36
36
37
37
38
39
39
40
41
41
43
43
45
46



	RELATIONSHIP BETWEEN AUDIT COMMITTEE CHARACTERISTICS AND COMPANY PERFORMANCE: EVIDENCE FROM MALAYSIAN COMPANIES
	CANDIDATE'S DECLARATION
	ABSTRACT
	ACKNOWLEDGEMENTS
	TABLE OF CONTENTS
	LIST OF TABLE
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	CHAPTER ONE BACKGROUND OF THE STUDY
	1.1 Introduction
	1.2 Corporate Governance and Audit Committee
	1.3 Problem Statement
	1.4 Research Question
	1.5 Objectives of the Study
	1.6 Significance of the study
	1.7 Organization of the study

	CHAPTER TWO LITERATURE REVIEW
	2.1 Introduction
	2.2 Activity of audit committee
	2.3 Size of audit committee
	2.4 Independence of audit committee
	2.5 Financial literacy of audit committee
	2.6 Company Performance
	2.7 Agency Theory
	2.8 Chapter Summary

	CHAPTER THREE RESEARCH METHODOLOGY
	3.1 Introduction
	3.2 Development of Hypothesis
	3.2.1 Company performance (Dependent Variable)
	3.2.2 Audit Committee Characteristics (Independent variables)
	3.2.2.1 Audit committee size
	3.2.2.2 Audit Committee Independence
	3.2.2.3 Audit Committee Activity
	3.2.2.4 Audit Committee Financial Literacy


	3.3 Leverage
	3.4 Conceptual Framework
	3.5 Measurement of variables
	3.5.1 Firm performance
	3.5.2 Audit committee size
	3.5.3 Audit Committee Independence
	3.5.4 Audit Committee Activity
	3.5.5 Audit Committee Financial literacy
	3.5.6 Leverage

	3.6 Regression model
	3.7 Data collection
	3.8 Sample Selection
	3.9 Analysis of data and Research design
	3.9.1 Test of Normality
	3.9.2 Descriptive Statistics
	3.9.3 Correlation Statistics
	3.9.4 Level of Significance
	3.9.5 Multiple Regression

	4.0 Summary

	CHAPTER FOUR FINDING AND DISCUSSIONS
	4.1 Introduction
	4.2 Descriptive Analysis
	4.3 Test of Normality
	4.4 Correlation Matrix Analysis
	4.5 Empirical Result
	4.5.1 Multiple Regression Analysis

	4.6 Chapter Summary

	CHAPTER FIVE CONCLUSIONS
	5.1 Introduction
	5.2 Summary and Conclusions
	5.3 Limitations of the study
	5.4 Suggestions for Future Research and Recommendations

	REFERRENCES



