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The Common Reporting Standard (CRS) is an information
standard for the automatic exchange of tax and financial
information on a global level, which the Organisation for
Economic Co-operation and Development (OECD) developed in
the year 2014. Its purpose is to combat tax evasion.

On 27 January 2017, Malaysia had joined the inclusive
framework for the global implementation of the Base Erosion
and Profit Shifting (BEPS) Project. (BEPS) refers to tax
planning strategies which exploit gaps or mismatches in tax
rules of different tax jurisdictions (e.g.: home and host countries’
tax jurisdictions) in order to shift profits to tax jurisdictions where
the taxes are low, resulting in little or no corporate taxes.

(CRS)

The Income Tax (Country-by Country Reporting)
1 Rules 2016 were issued on 23 December 2016
to provide guidelines on the Country-by-Country
Reporting (CbCR) under Action 13 of the Base
Erosion and Profit Shifting (BEPS) project.

The above mentioned Rules which came into operation
on 1 January 2017 set out the conditions and details that
require a multinational corporation group to perform
Country-by-Country (CbCR), filing, obligations, time for filing
as well as use and confidentiality of the Country-by-Country
(CbCR) information. The Rules also include the list of
information that should be reported in the
Country-by-Country (CbCR) report.

The Rules came into effect on 1 January 2017, and the
Country-by-Country (CbCR) report must be submitted within
12 months from the last day of the reporting financial year.

The Income Tax (Multilateral Competent
2 Authority Agreement on the Exchange of

Country-by-Country Reports) Order 2016. The

Order Multilateral Competent Authority Agreement
(MCAA) sets out the arrangements made by the Malaysian
Government and the government which has signed the
Multilateral Competent Authority Agreement (MCAA) on the
Exchange of Country-by-Country (CbCR) Reports in order
to facilitate the automatic exchange of Country-by-Country
(CbCR) Reports between the Competent Authorities.

The Income Tax (Convention on Mutual
3 ) Administrative Assistance in Tax Matters) Order

2016. The Order sets out the arrangements made
by the Malaysian Government and the governments

which have signed the Convention on Mutual

Administrative Assistance in Tax Matters in order to foster

all forms of administrative assistance in matters concerning

taxes of any kind.

The Income Tax (Automatic
Exchange of Finacial Account
4 Information) Rules 2016. The

Rules are in respect of the

implementation of the Common
Reporting Standard (CRS) developed by
the Organisation for Economic
Co-operation and Development (OECD)
for the purpose of giving effect to the
Convention on Mutual Administrative
Assistance in Tax Matters, the Multilateral
Competent Authority Agreement (MCAA)
on Automatic Exchange of Financial
Account Information and any
arrangements with participating
jurisdictions to improve international tax
compliance as specified therein.

Competent Authority

Agreement on Automatic

Exchange of Financial Account
Information) Order 2016. The Order sets
out the arrangements made by the
Malaysian Government and the
government which has signed the
Multilateral Competent Authority
Agreement (MCAA) on Automatic
Exchange of Financial Account
Information with a view of exchanging
information that is foreseeably relevant in
relation to taxation.

) The Income Tax (Multilateral

* Gazetted by Malaysian Government



Salient Points

of
Common Reporting Standard (CRS)

Due diligence procedures

Malaysian Financial Institutions are required
to identify and document or maintain a record
of an Account Holder either individual or entity
including a Controlling Person of all
jurisdictions regradless of whether Malaysia
has a Common Reporting Standard (CRS)
agreement with that jurisdiction.

EPF-MIS accounts are out of scope

The Malaysian Employees Provident
Fund (EPF) approved Members Investment
Schemes (MIS) are out of scope under the
Common Reporting Standard (CRS) Rules
and Regulations.

Passive Income

Paragraph 7.3 of the Common Reporting
Standard (CRS) Guidance Notes provides
clarity on what constitutes passive income
and certain exclusion to be taken into
consideration.
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Implementation Timeline

Subject

Pre-existing Accounts cut-off date

New Accounts

Determination date whether Pre-existing
Individual Accounts meet the high value
threshold (exceeds USD 1,000,000)

Determination date whether Pre-existing
Entity Accounts meet the threshold for review
(exceeds USD 250,000)

Review of Pre-existing High Value Individual
Accounts must be completed by

Review of Pre-existing Lower Value Individual
Accounts must be completed by

Review of Pre-existing Entity
Accounts must be completed by

Reporting to IRBM
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Timeline

30 June 2017

Opened on or after 1 July 2017

30 June 2017, 31 December 2017 and 31
December of subsequent calendar years

30 June 2017, 31 December 2017 and 31
December of subsequent calendar years

30 June 2018

30 June 2019

30 June 2019

30 June 2018 and 30 June of subsequent
years

31 July 2018 *
31 July 2019 *

* Reporting for 2018 and 2019 for all ac-
counts extended to 31 July to be in line with
the special provision for Pre-existing Individu-
al Accounts reporting requirement.




Currency Translation Rule

The following conversion rates are allowed
to be used to determined the threshold for
pre-existing accounts:

1) Kuala Lumpur USD/MYR reference rate
published by BNM; and

II) Other currencies - acceptable published
spot rate such as by ‘Reuters’ or ‘Bloomberg’
as at 5 PM. MY (Malaysia) time.

The Inland Revenue Board has provided the following
at their website (Common Reporting Standard - CRS):

I) CRS Rules and Regulations
I) CRS User Guide

[lI) CRS Guidance Notes

for Failure to Comply with Com-
mon Reporting Standard (CRS) IV) CRS Data Preparation Guide

V) CRS XML File Sample and XML Scheme

V) CRS FAQ

If failure to file the Common Reporting Standard (CRS) return on time, or filing of false information,
or failure to comply with the obligations under the Common Reporting Standard (CRS) Regulations,
there may be a fine of up to RM one (1) million, OR imprisonment for a term not
exceeding two (2) years, OR both. @

Note:

In the event of discrepancies between the English version

and its translation (Mandarin) version, the English version
shall prevail.
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In the year 2005, Malaysian National SME Development Council (NSDC) has
endorsed an official definition of Small and Medium Enterprises (SME’s) as
follows:

- For Manufacturing Sector: A company with Annual Sales Turnover not
exceeding RM 50 million OR with Number of Full-time Employees not
exceeding 200 employees, whichever is lower; and,

- For Services and Other Sectors: A company with Annual Sales Turnover not
exceeding RM 20 million OR with Number of Full-time Employees not
exceeding 75 employees, whichever is lower.

As 98.5% of businesses in Malaysia are made up of SME’s, SME’s as a
whole acts as the backbone of Malaysian economy. SME’s also contribute
significantly to Malaysian economy in terms of Gross Domestic Product (GDP),
export and employment as on the table chart below:

Gross Domestic Product Export Rate Employment Rate

36.6% 18.6% 65.3%

(Source: Statistics by SME Corporation Malaysia in Year 2016)
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Challenges faced by SME'’s

Human Capital Management

Malaysia’'s SME’s faces inevitable obstacles in both recruiting
and retaining highly talented workforce. A large share of the
talent pool has been attracted into the gigantic Multinational
Companies (MNC’s) due to their relatively better reputations,
remuneration packages and employee’s benefits, as com-
pared to those of SME’s. Such “Winner takes all” effect forces
SME'’s to recruit mediocre workforce remaining in the job
market.

Alas, mediocre workforce often leads to average results and
eventually the decline of the company.

Technology

Technological advancement is oftentimes the most
catastrophic weakness of Malaysian SME’s. Limited cash flow
and inadequate knowledge in technology domains prevent
SME'’s from adopting new technology or even conducting
research for it.

Leading technology companies from Western countries have
expressed their regrets on the difficulties in securing
competent partner companies in Malaysia to transfer new
technologies.

The technological shortcoming of Malaysian SME’s is further
worsening when the depreciation of Malaysian Ringgit
currency marginalizes the profits and cash flow of Malaysian
SME'’s.
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Osaka Company Trip
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Our Services:

Assurance Services

- Financial statement audit

- IFRS reporting

- Accounting compliance and reporting

- Financial accounting advisory services

- Fraud investigation and dispute services

- Technical advisory services

- Review of accounting systems and internal controls

- Reporting accountants

Tax Services

- Corporate tax compliance

- Personal tax compliance

- International tax planning

- Tax audits and investigations

- Tax advisory on corporate exercises
- Transfer pricing advisory and review

- Indirect tax

Business Advisory and Consultancy

- Merger and acquisition supports

- Company and business valuation

- Business feasibility studies

- Executive recruitment

- Internal control advisory

- Industry analysis

- Strategic investment advisory and review
- Human resource advisory/planning

- Internal audit
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Corporate Recovery and Insolvency

- Receivership

- Liquidation advisory

- Business performance improvement
- Due diligence

- Capital market advisory

- Investigative reviews and monitoring

- Member’s voluntary winding up

Business Process Outsourcing

- Preparation of financial and management accounts
- Guidance on accounting softwares

- Provision of payroll services

- Documents warehousing services

- Standard operating procedures development services
- Business process audit and improvement review

- Monitoring accountant

- Reporting package

Transaction Advisory Services

- Operation transaction services
- Transaction support
- Transaction tax

- Valuation and business modeling



Kuala Lumpur (HQ)

No. 9-3, Jalan 109F, Plaza Danau 2,
Taman Danau Desa,
58100 Kuala Lumpur,
Malaysia

Tel: 03 - 7981 1799
Fax: 03 - 7980 4796

E-mail: kuala»lumpur@ecovis.com.my

Johor Office

No. 54, Jalan Kempas Utama 2/2
Taman Kempas Utama,
81200 Johor Bahru, Johor
Malaysia

Tel: 07 - 562 9000
Fax: 07 - 562 9090

E-mail: johor@ecovis.com.my

Sabah Office
Lot 3, 3rd Floor, Block A
Damai Plaza, Phase IV, Jalan Damai,

88300 Kota Kinabalu, Sabah

Tel: 088 - 231 790
Fax: 088 - 266 842

E-mail: sabah@ecovis.com.my




Follow us at:
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li www.facebook.com/EcovisAhl




