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The Korea Times : Samil Accounting Blamed
for Lax Auditing at Ssang-
yongy Alste] 71AF (2002
99 11¥7k 8H)

LH 2 : Financial experts are critici-

zing Samil Accounting Corp., local member

firm of PriceWaterhouseCoopers and auditor of

Ssangyong Corporation. for failing to discover

alleged instances of fraud at Ssangyong.

A top-ranking official of the financial Su-
pervisory Service(FSS) vesterday condemned
Samil's auditing of Ssangyong. The official
said investors rely on auditors fo ensure that
financial statements reflect reality,

Ssangyong's stock price dropped by the
daily limit of 15percent to 2975 won on
Monday after news that its employees illegally
received loans form six commercial banks,

Said the official: “If examiners investigation
uncovers that employees at Samil were
accountable for the financial scam. the FSS
will certainly penalize those accountants for
their mishehavior.”

A commercial bank official also said that a
company's audit partner is supposed to check
transaction records between the company and
creditor banks,

For the past three years, a growing number



of small investors say domestic and foreign
accounting groups here have not been doing
enough to provide reliable accounting data to
investors,

The FSS official said that many are
concerned that there is further instances of
inappropriate accounting in the market.
“Investors seem to be waiting eagerly for the
lunch of an accounting oversight board pushed
by the FSS's task force.

Meanwhile, the FSS announced vesterday
that Korea Development Bank(KDB) had
discounted Ssangyong's trade bills, totaling 25
billion won, since 1998,

"It is unreasonable that a state-run
discount of trade bills of a general trading
company, because KDB is allowed to offer
that service only to manufacturing firms.
according to the FFS,

So the FSS has stepped up to determine if
the state—run KDB as well as six banks-
Chohung, Woori, Korea First, Daegu, Kook-
min and Industrial Bank of Korea—supported
Ssangyong illegally.

Interestingly, Lee Keun- Young, chairman
of the Financial Supervisory Commission
(FSC) was governor of KDB during that
period.

Ssangyong said it plans to sell assets valued
at 60 billon won to raise funds to compensate
for the losses that the banks incurred since 1999,
The corporation also aims to negotiate with

other domestic banks to pay for the remaining

losses.
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- A £ : Sami Accounting riot accountable
for fraud at Ssangyong

-} £ : In the September 11 issue of the
Korea Times. in the article "Samil Accounting
blamed for lax auditing at Ssangyong”. we
erroneously made some inaccuracies as to the
statement reading that a top-ranking official of
the Financial Supervisory Service criticized
Samil Accounting Crop.. local member firm of
PricewaterhouseCoopers and Ssangyong s
auditor, for failing to discover the alleged
instances of fraud at Ssangyong in the due
course of auditing. and the FSS might
penalize Samil against the failure.

However, the contents of this report were
incorrectly characterized through an insufficient
verification of some facts. In fact. a fraudulent
activity by an employee of Busan office of
Ssangyong had been initiated in 1989, while it
was found Samil s performing auditing was
limited to financial statements for the fiscal
year 2001, The employee s fraudulent activity
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has been ingeniously conspired and committed
so as that even the company s insider failed
to identify it. It is held that this kind of fraud
makes it very hard for auditors to detect
during the course of their performance due to
inherent limitation of an external audit. Such
limitation is clearly addressed in the Working
Rules of Auditing Standards of the Korea
mnstitute of certified Public Accountants which
have been formulated as per the Auditing
Standards of the Financial Supervisory
Commission. The Standards state that an
independent auditor does not, and shall not
take responsibility for preventing fraud and
errars,

Within this report the FSS press release on
the Ssangyong scandal was incorrectly
dentified, In actuality, the FSS press release
did not mention about Samil at all
Accordingly, the report that a high-ranking
FSS official criticized Samil for auditing of
Ssangyong was an incorrect statement,
According to FSS officials, FSS has never
undertaken any official measure to investigate
Samil, nor made any disciplinary comment
concerning Samil s auditing of Ssangyong.

As indicated above, the article “Samil
Accounting blamed for lax auditing at
Ssangyong  in the september 11 issue of the
Korea Times was an incorrect statement and
it should have been verified more accurately
by the editors, We are very sorry about this
incident and grateful to Samil for pointing it

out to us,

I

- A 2 : Counterargument

- & : The recent Korea Times Article
{11, September, 2002) under the title of
"Samil Accounting blamed for lax auditing at
Ssangyong reported that Sami Accounting
Corp. was criticized by a top-ranking official of
the Financial Supervisory Service(FSS) for
falling to discovery the alleged instances of
fraud at Ssangyong in the due course of
auditing, and the FSS might penalize Samil
against the failure,

However, Samil Accounting Corp, said “the
contents of this report were incorrectly
characterized through an Insufficient veri-
fication of some facts. In fact, the FSS did
not mention about Samil at all. According to
FSS official, FSS has never undertaken any
official measure to Investigate Samil, nor made
any disciplinary comment concerning Samil's
auditing of Ssangyong.”

And they also saild “a fraudulent activity by
an employee of Busan office of Ssangyong
makes 1t very hard for auditors to detect
during the course of their performance due to
inherent limitation of an external audit. So we
were not accountable of fraud at Ssangyong”
cHAlFOlS 9] HIERS ualyele] Byl
= 'The Korea Times Opinion®oll AMA}7| AR

z=ake, 20029 109 31 ool AR et
SR Aol 9 HERO HAE HlofuA
el el A, el FolE HAR H

The Korea Times : TSamil Accounting Denies
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LH Z © The recent Korea Times
article titled “"Samil Accounting Blamed
for Lax Auditing at Ssangyong (Sept.
11, 2002).
Accounting Corp,

reported that Samil
(a Korean member
firm of Pricewa-terhouseCoopers) was
criticized by a top-ranking official of the
Financial Super-visory Service (FSS)
for failing to discover the alleged
instances of fraud at Ssangyong during
the due course of auditing. The article
also stated that the FSS might
penalize Samil for the supposed
failure,

However, the stated contents of this
article are incorrect due to an in suffi-
cient verfication of the report,

In fact. the FSS did not mention Samil
at all in their report. According to FSS
officials, the F'SS has not undertaken any
official measure to investigate Samil
nor made any disciplinary comment
concer-ning Samil s auditing of
Ssangyong,

The FSS also stated that "a fraudulent
activity by an employee at the Pusan
office of Ssangyong is very hard for
auditors to detect during the course of
their performance due to the inherent
limitations of an external audit.”

So. Samil is not accountable for the
fraud conducted at Ssangyong.

Kim Young-sik.
patner of Samil Accounting Corp. ]
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