AUDIT EXEMPTION OF
MALAYSIA PRIVATE COMPANIES

On 4 August 2017, the Registrar of Companies in Malaysia (“CCM” or “the Registrar”) issued a
practice directive setting out the qualifying criteria for private companies incorporated in Malaysia
from having to appoint an auditor in a financial year (“Practice Directive”).

The Companies Act 2016 (“CA 2016”) implemented in Malaysia on 31 January 2017 encapsulates
the dynamic business environment in today's global corporate scenario, as well as the consistent
growth of the Malaysian economy. The new Act is at par with global standards. It ensures that the
route for starting a business in Malaysia is more competitive, which in turn will attract more
investments and promote the growth of Small & Medium Enterprises (‘SME’) in Malaysia.

Pursuant to subsection 267(2) of the CA 2016, the Registrar may exempt any private company from
having to appoint an auditor according to the criteria and conditions as set out in the Practice
Directive.

Qualifying criteria for audit exemption Dormant companies
For the purpose of this Practice Directive, the following categories A dormant company is a private entity as defined by the Malaysian
of private companies will be qualified for audit exemption: Accounting Standards Board (MASB) and the company is

qualified for audit exemption if —

> Dormant companies ) ) o )
> it has been dormant from the time of its incorporation; or

> Zero-Revenue Companies o ) ) )
> itis dormant throughout the current financial year and in the

> Threshold-Qualified Companies immediate preceding financial year.

A company is dormant in a financial year if the company does not
carry on business and there is no accounting transaction
occurred.

The commencement date in the case of dormant companies:

> companies incorporated on or after 31 January 2017

financial statements with annual periods commencing on or
after 31 January 2017

> Companies incorporated on or before 30 January 2017

financial statements with annual periods commencing on or
after 1 September 2017.
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Zero-revenue companies

A zero-revenue company is a private entity as defined by the
MASB and the company is qualified for audit exemption if —

> it does not have any revenue during the current financial
year;

> it does not have any revenue in the immediate past two (2)
financial years; and

> its total assets in the current Statement of Financial Position
(ES) does not exceed RM300,000 as well as in the FS of the
immediate past two (2) financial years.

For purpose of above,

> “revenue” does not include credit entries for reversal of
accounting entries arising from earlier entries, accounting
entries related to taxation, reversal of provisions made earlier
and gain on derecognition of property, plant, equipment and
investment property in the Statement of Comprehensive
Income;

> a company ceases to be inactive where there are revenue
received or receivable; and

> any expenses incurred in maintaining the company is
disregarded.

The commencement date in the case of zero-revenue companies
financial statements commencing on or after 1 January 2018
where election not to audit its financial statements will be triggered
for financial year ended 31 December 2018 onwards.

Threshold-qualified companies

A threshold-qualified company is a private entity as defined by the
MASB and is qualified for an audit exemption if —

> it has revenue not exceeding RM100,000 during the current
financial year and in the immediate past two (2) financial
years. Revenue here includes revenue receivable during the
year;

> its total assets in the current Statement of Financial Position
(FS) does not exceed RM300,000 and in the immediate past
two (2) financial years; and

> it has, at the end of its current financial year and in each of its
immediate past two (2) financial years end, not more than five
(5) employees. The number of employees is based on the
number of full-time employees employed by the company at
the end of each relevant financial years.

The commencement date in the case of threshold-qualified
companies:-

financial statements commencing on or after 1 July 2018 where
election not to audit its financial statements will be triggered for
financial year ended 30 June 2019 onwards.
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Other conditions

A company that is eligible for audit exemption shall be required to
audit its accounts if it receives a notice in writing requiring the
company to audit its accounts during a financial year but not later
than one (1) month before the end of that financial year from:—

> any member(s) eligible to vote and holding in aggregate of not
less than 5% of the total number of issued shares of the
company or any class of those shares;

> not less than 5% of the total number of members eligible to
vote in of the company; or

> the Registrar who directs the company to have its accounts
audited.

Also, where a company which is exempt from audit requirements
ceases to be so qualified, it shall thereupon cease to be so exempt
but it shall remain so exempt in relation to accounts for the
financial years in which it qualifies.

Requirements for submission of accounts

> Any company that elects to be exempted from audit is still
obliged to prepare its unaudited financial statements in
accordance with applicable approved accounting standards
pursuant to the CA 2016.

> The unaudited financial statements shall be lodged together
with the directors’ report, statement by directors and statutory
declaration pursuant to the CA 2016 accompanied by the
Audit Exemption Certificate within thirty (30) days from the
circulation date of the unaudited financial statements and
reports.
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KEY CONTACTS

MANDY CHUA

Associate Director

Kensington Trust Labuan Limited
Kensington Corporate Services (Malaysia)
Sdn Bhd

T: +603 2201 9689
E: malavsia@kensinaton-trust.com
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YIH SHAN

Assistant Manager of
Kensington Corporate Services (Malaysia)
Sdn Bhd

T: +603 2201 5929
E: malaysia@kensington-trust.com

ABOUT JTC KENSINGTON

JTC Kensington is the brand name of Kensington Trust
Group, a part-owned associate of JTC, offering trust, fiduciary
and corporate services and fund administration.

JTC is a publicly listed, global professional services business
with deep expertise in fund, corporate and private client
services.

Every JTC person is an owner of the business and this
fundamental part of our culture aligns us with the best interests
of all of our stakeholders.

Our purpose is to maximise potential and our success is built
on service excellence, long-term relationships and technology
capabilities that drive efficiency and add value.

IMPORTANT INFORMATION: The content of this factsheet is intended for
general information purposes only. It does not constitute, should not be
interpreted as constituting and cannot be relied upon as providing (i) legal,
investment or tax advice or any other form of professional advice, (ii) an offer
to sell, a solicitation of an offer to buy, or a recommendation of any service or
any other product or service regardless of whether such security, product or
service is referenced in this factsheet. JTC has sought to ensure that the
information provided in this factsheet is adequate, accurate and complete as
at the time of publication but offers no assertion or warranty as to its adequacy,
accuracy or completeness either at the time of publication or thereafter. No
responsibility or liability will be accepted for any losses resulting from reliance
places upon the content of this article.
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