1

MERGER, ACQUISITION & AFFILIATION EXHIBITION 2016

REGULATORY CHANGES :
THE KEY DRIVER FOR M&A
Janise Lee
Head of MIA’s SMP Department

2

The Key Driver of Merger and Affiliation
Financial
Reporting
Framework

Revised
ISAs

Integrated
Reporting

MIA ByLaws

IES 8

New
Companies
Bill

Practice
Review and
AOB

Financial Reporting
Framework

4

Malaysian Private Entities Reporting Standard
(MPERS)
Effective 1 January 2016, private entities in Malaysia
are required to prepare their financial statements
based on the MPERS (or, alternatively, based on the
Malaysian Financial Reporting Standards (MFRS)).
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Amendments To MPERS
• In October 2015, the MASB issued Amendments to MPERS, which are
equivalent to the Amendments to IFRS for SMEs issued by the IASB in May
2015.
• The Amendments make some minor changes to the Standards in MPERS,
provide more clarifications or guidance on the requirements and align
some standards to those of the MFRSs.
The Amendments are effective for financial statements beginning on or after 1
January 2017, with early application permitted.

Revised ISAs
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Revised ISAs on Auditor Reporting
• The International Auditing and Assurance Standards Board (“IAASB”) has
issued new and revised Auditor Reporting standards which are set to enhance
the informative value of the auditors’ report by providing further insights into
the audit of the financial statements of an entity.
• In April and July 2015, the Malaysian Institute of Accountants (“MIA”) has
adopted the new and revised Auditor Reporting standards as Malaysian
Approved Standards.
Changes to auditor reporting will be effective for audits of financial statements for
periods ending on or after 15 December 2016.
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Revised ISAs on Auditor Reporting | Why Change?

There are calls for auditors’
report to be more informative
and relevant – greater
transparency about the
financial statements audit
performed and the quality of
the entity’s financial reporting.

Academic research, on-going
consultation and outreach
indicate that enhanced auditor
reporting is critical to
enhancing the value of the
financial statements audit and
the audited financial
statements, thereby
contributing to robust and
resilient capital markets.

Global financial crisis in 2008
had heightened attention on
going concern disclosures by
entities and the related audit
work and reporting around the
adequacy of these disclosures.
adopting the standards at the
same time.
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Auditor Report

Revised ISAs on Auditor Reporting | Key Features
Audit Opinion – Required to be presented first
Key Audit Matters – Required for listed entities
Going Concern – Additional focus
Other Information – New section
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Revised ISAs on Auditor Reporting | The Changes
ISA 700 (Revised) – Overarching Standard for Auditor
Reporting

New Key Audit
Matters Section
( ISA 701)

Modification of
Auditors’
Opinion (ISA
705)

Enhanced
auditor
reporting
related to
Going
Concern (ISA
570) (Revised)

New other
information
section (ISA
720) (Revised)

Revisions to ISA 260 and 706 as a result of ISA 701, and conforming
amendments to related ISAs 210, 220, 230, 510, 540, 580, 600, 710
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Revised ISAs on Auditor Reporting | Comparison
Existing Auditors’ Report
Directors’ Responsibility

Auditors’ Responsibility

Opinion
Report on Other Legal and
Regulatory Requirements
Name of Signing Partner

New Auditors’ Report

New/revised
reporting
requirements

Opinion
Basis of Opinion, including explicit
statement of auditor independence and
fulfilment of other ethical responsibilities
Material Uncertainty Related to Going
Concern
Key Audit Matters *
Other Information
Responsibilities of Directors for the Financial
Statements, including responsibilities for Going
Concern

Auditors’ Responsibilities
Report on Other Legal and Regulatory
Requirements
Name of Engagement Partner

Greater
prominence
*Mandatory for
listed entities.
Voluntary
application for
entities other
than listed
entities

May be in an
appendix/
website/etc.

Enhanced
description

IES 8 – Professional Competence
for Engagement Partners
Responsible for Audits of
Financial Statements (Revised)

13

IES 8 – Professional Competence for Engagement
Partners Responsible for Audits of Financial
Statements (Revised)
• Scope - Applicable to Engagement Partners responsible for the audits of
financial statements.
• Requirement - IFAC member bodies shall require professional accountants
performing the role of an EP to develop and maintain professional
competence that is demonstrated by the achievement of learning outcomes
including, but not limited to those listed in Table A. – Para 8 of IES8
Final Pronouncement, December 2014 and effective from 1 July 2016
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IES 8 (Revised)| Objective
To establish the professional competence that professional
accountants develop and maintain when performing the role of
an Engagement Partner (EP).

Protects the
public interest

Contributes to
audit quality

Enhances the
work of
Engagement
Partners

Promotes the
credibility of the
profession
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IES 8 (Revised)| Objective (cont’d)
While a premise of this IES is that EP have already developed the
professional competence to assume that role, EP operate in an
environment of significant change.
Pressure for change can come from many sources, including, but not
limited to
Developments
in financial
Increasing use
Increased
Emerging
Business
of business
and nonregulation
technologies
complexity
financial
analytics
reporting

Change requires Engagement Partners to maintain and further develop
professional competence throughout their careers.

New Companies Bill
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Companies Bill 2015 – Possible Audit Exemption
• The draft Companies Bill has provided for mandatory audit for all
companies but power given to the regulator to exempt small companies
from audit requirement.
• The Companies Bill 2015 has then tabled for first reading at the Dewan
Rakyat in Oct 2015 and was passed by the Dewan Rakyat on 4 April 2016
and subsequently by Dewan Negara on 28 April 2016.
• From the initial stage of drafting the Companies Bill, MIA has submitted its
feedback and suggestions to SSM and also conducted study to gauge the
impact of audit exemption to the SMPs.
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Companies Bill 2015 – Criteria for Liquidators
Section 8 of the
Companies Act 1965
Applicant to be an
approved company auditor
for at least one year before
he/she can apply to be an
approved liquidator (i.e.
approval of liquidator is
linked to the approval of
company auditor).

Companies Bill 2015
Remove the requirement to have
audit license.
Any person who is a member of a
recognized professional body may
apply to the Minister charged with
the responsibility for finance to
approve as a liquidator and the
Minister may prescribe a body to be
a recognized professional body.

Integrated
Reporting

20

Integrated Reporting <IR>
• International <IR> framework was introduced by International
Integrated Reporting Council (“IIRC”) on 9 December 2013.
• IIRC explained that <IR>:
▫ applies principles and concepts that are focused on bringing
greater cohesion and efficiency to the reporting process;
and
▫ adopting ‘integrated thinking’ as a way of breaking down
internal silos and reducing duplication.
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Integrated Reporting <IR> | What is <IR>?
• There is a recognised need to promote financial
stability and sustainable development, with
corporate behaviour and investment decisions
aligned to the aim of long-term value creation.
• <IR> is a strategic response to the need for
sustainable capital markets, where financial and
other streams of reporting combine to tell a
concise communication about value over time,
covering strategy, governance, performance
and prospects.
•

The global momentum of <IR> will see corporate reporting reform and regulation focused on
these goals of long-term value creation, which will encourage effective management and
disclosure.
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Integrated Reporting <IR> | Why <IR>?

It improves the quality of
information available to
providers of financial
capital to enable a more
efficient and productive
allocation of capital.

Its focus on value creation,
and the ‘capitals’ used by
the business to create
value over time,
contributes towards a
more financially stable
global economy.

Through <IR>,
organisations are able to
tell a clear, concise, and
integrated story to the
stakeholders on value
creation from their
resources.

MIA’s By-Laws
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New CPE Requirement for Audit Licence Renewal
During the Council Meeting on 26 May 2016, the MIA’s Council has approved the
amendment to MIA By-Laws to include the new CPE requirement for audit licence
renewal:
10 out of 20 structured CPE hours per year

50%
Must be related to
ISQC1, auditing
standards or financial
reporting standards
for audit licence
renewal purposes

50%
Other structured
training

MIA’s Practice
Review
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The 1st Review

Rating of
Type 1 or 2 –
Pass

Rating of
Type 3 – Fail

If Type 3, a
follow-up
review will
commence

Remedial
courses to be
attended by
Partner
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The 1st Review | The Rating
All Key Control
Objectives
(KCO) satisfied

Type 1

Major KCO
satisfied +
Some
weaknesses exist
in others

Type 2

Not satisfied
KCO

Unsatisfactory

Type 3

Follow-up
rated a Type 3
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DC metes out
punishment

IC
determines
whether to
refer to DC

Rating of Type 1
or 2 – Pass

FOLLOW-UP
REVIEW

Rating of
Unsatisfactory –
Fail

Unsatisfactory
cases to be
referred to IC

AOB’s Sanctions
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5-Year Registration Statistics of Registered Audit Firms
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AOB’s Sanctions in 2014 - 2016
Nature of Misconduct
Breach the AOB’s
registration condition
imposed under Section
1
31O(4) of the Securities
Commission Act 1993
(SCA).
Breach the AOB’s
registration condition
imposed under Section
2
31O(4) of the Securities
Commission Act 1993
(SCA).

Brief Description of Misconduct

Action Taken

Failure to comply with certain requirements of • Reprimand; and
the International Standards on Auditing in
• Penalty of RM10,000.
discharging his professional duties in the
performance of an audit of the PIE.

(i) Failure to comply with section 31N (1) of • Prohibit the Audit Firm from
the SCA which requires audit firms to be
accepting any PIE as client for a
registered with AOB when acting as
period of 12 months; and
auditor; and
• Monetary penalty of RM30,000.
(ii) Failure to comply with the By-Laws (On
Professional Ethics, Conduct and
Practice) of the Malaysian Institute of
Accountants requirement which relates to
independence of an auditor.
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AOB’s Sanctions in 2014 – 2016 (cont’d)
Nature of Misconduct

Brief Description of Misconduct

3 Breached AOB’s registration
1.
conditions imposed under section
31O(3) of the SCMA read
together with the following
paragraphs of AOB’s Handbook
on Registration:
(a) Paragraph 5.05(d)
2.
– Requirement for an individual
auditor to comply with auditing
and ethical standards in
Malaysia.
(b) Paragraph 5.05(c)
- Requirement for an individual
auditor to carry out his/her
practice honestly, competently
and with due care.

Action Taken

The Managing Partner failed to
Revocation of the Managing Partner’s
comply with the relevant
registration with AOB pursuant to
requirement of ISQC1 in
section 31Q(1)(a)(B) of the SCMA.
discharging his professional duties
as Managing Partner.
The Managing Partner failed to
carry out his practice honestly,
competently and with due care.
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AOB’s Sanctions in 2014 – 2016 (cont’d)
Nature of Misconduct

Brief Description of Misconduct

Action Taken

4 Breached AOB’s registration
The Partner failed to comply with
Revocation of Partner’s registration
conditions imposed under section certain requirements of ISA in
with AOB pursuant to section
31O(3) of SCMA due to specific discharging his professional duties in 31Q(1)(a)(B) of the SCMA.
breaches of auditing standards in the performance of the audit of two
relation to performance of the
public-listed entities.
audit of financial statements of
two public listed entities for the
financial years ended 31
December 2013 and 30 June
2014.
5 Breach the AOB’s registration
Failure to comply with certain
(i) Reprimand; and
(ii) Penalty of RM50,000
condition imposed under Section requirements of the International
31O(3) of the SCMA1993
Standards on Auditing (Pre Clarified
ISA) in discharging his professional
duties in the performance of an audit of
the PIE.

M&A Portal
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M&A Portal
• In 2010, the Institute had re-launched a portal on Member Firms Merger &
Affiliation Listing
• Objective - provide a platform for member firms who would like to seek
local mergers or affiliations to publicise their intention on a complimentary
basis
• To view the portal: log-on to http://www.mia.org.my/e-merger/
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M&A Portal
M&A PORTAL : 3 MAIN
FUNCTIONS

1.

2.

3.

To view
Member Firms
Mergers and
Affiliations
Listing
To be listed on
Member Firms
Mergers and
Affiliations
Listing

Search Firm
Here
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M&A Portal

M&A PORTAL : 3 MAIN
FUNCTIONS

To View Member Firm Merger & Affiliation Listing
• You can view listed member firms who have indicate their interest either as
potential buyers or sellers
• Member firms from various states in Malaysia with their nature of practice seeking

To Be Listed on Member Firm Merger & Affiliation Listing
• Member Firm Numbers and Passwords are required
• To request for the password, please e-mail your details such as member firm
number and name, Name of Managing Partner to password@mia.org.my .

To search firm
• 3 search category: Firm’s Name, Member Firms No. and State
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THANK YOU!

