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FREQUENTLY ASKED QUESTIONS ON AUDIT EXEMPTIONS 

 

Q: When will the audit exemption for companies fulfilling the 

criteria takes effect? 

 

A: The audit exemption will be applicable for a private company’s 

financial statements with annual periods commencing on or after 

the dates stated in the Practice Directive 3/2017 (PD 3/2017) for 

the respective categories of companies.  

There are 3 categories of companies, namely dormant companies, 

zero-revenue companies and threshold-qualified companies. 

The annual periods’ commencement dates for these categories of 

companies are as follows – 

(a) Dormant companies incorporated on or after 31 

January 2017 – financial periods commencing 31 

January 2017 where election not to audit its financial 

statements will be triggered for financial periods commencing 

on or after 31 January 2017. 

 

(b) Dormant companies incorporated on or before 30 

January 2017 –                  financial periods commencing 

1 September 2017 where election not to audit  its financial 

statements will be triggered for financial year ended 31 

August 2018; 

 

(c) Zero-revenue companies – financial periods 

commencing 1 January 2018 where election not to audit 

its financial statements will be triggered for financial year 

ended 31 December 2018. 

 

(d) Threshold-qualified companies – financial periods 

commencing 1 July 2018 where election not to audit its 

financial statements will be triggered for financial year ended 

30 June 2019. 

 

Q: How does a company that satisfies the audit exemption 

criteria elects for the first time not to have an audit 

(transitional period) after the Practice Directive 3/2017 

takes effect? (Example - Dormant companies) 
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A: All private companies governed by the Companies Act 2016 are 

required to appoint an auditor under section 267(1) of the CA 2016. 

However, the Registrar can exempt any private companies from 

audit if it satisfies the criteria set by the Registrar. 

For a company that qualifies as a dormant company and wishes to 

elect for an audit exemption, the company must first assess its audit 

exempt financial period commencing after the exemption takes 

effect to see whether it fulfils the requirements set in the practice 

directive for the current and immediate past periods.  

Example 1.  

Company A Sdn Bhd is a private entity incorporated on 1 September 

2015 and its financial year end is 31 August.  

A Sdn Bhd is a dormant company and its first financial period eligible 

for audit exemption is financial year commencing 1 September 

2017. 

The company prepared its financial statements for 31 August 2016, 

31 August 2017, 31 August 2018 and 31 August 2019 and it is 

dormant since incorporation.  

A Sdn Bhd can elect not to audit its financial statements for financial 

year ended (FYE) 31 August 2018 (Financial year commencing from 

1 September 2017 to 31 August 2018) and FYE 31 August 2019. 

However, the company is still required to audit its FS for FYE ended 

31 August 2016 and 31 August 2017. 

Example 2.  

Company B Sdn Bhd is a private entity incorporated on 1 August 

2015 and its financial year end is 31 July.  

B Sdn Bhd is a dormant company and its first financial period eligible 

for audit exemption is financial year commencing 1 September 

2017. 

The company prepared its financial statements for 31 July 2016, 31 

July 2017, 31 July 2018 and 31 July 2019 and it was dormant since 

incorporation.  

B Sdn. Bhd. can elect not to audit its financial statements with 

financial year ended 31 July 2019 (Financial statements 

commencing from 1 August 2018 to 31 July 2019). The company is 

still required to audit its FS for FYE ended 31 July 2016, 31 July 2017 

and 31 July 2018. The financial statements commencing from 1 
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August 2017 to 31 July 2018 (FYE 31 July 2018) are not eligible for 

audit exemption because the financial year commences before 1 

September 2017. 

Example 3.  

Company C Sdn Bhd is a private entity incorporated on 1 April 2017 

and its financial year end is 31 August.  

C Sdn Bhd is a dormant company and its financial period eligible for 

audit exemption are financial periods commencing 31 January 2017. 

The company prepared its financial statements for 31 August 2017 

and 31 August 2018 and it was dormant since incorporation.  

C Sdn. Bhd. can elect not to audit its first financial statements with 

financial period from 1 April 2017 to 31 August 2017 and also for 

the subsequent financial statements with financial year ended 31 

August 2018 (Financial statements commencing from 1 September 

2017 to 31 August 2018). The company can continue to elect not to 

audit its future financial statements so long as it satisfies the criteria 

for audit exemption under any one of the 3 categories of companies.  

Example 4.  

Company D Sdn Bhd is a private entity incorporated on 1 April 2017 

and its financial year end is 31 August.  

D Sdn Bhd is a dormant company and its financial period eligible for 

audit exemption are financial periods commencing 31 January 2017. 

The company prepared its financial statements for 30 June 2018 and 

30 June 2019 and it was dormant since incorporation.  

D Sdn. Bhd. can elect not to audit its first financial statements with 

financial period from 1 April 2017 to 30 June 2018 and also for the 

subsequent financial statements with financial year ended 30 June 

2019 (Financial statements commencing from 1 July 2018 to 30 

June 2019). The company can continue to elect not to audit its 

future financial statements so long as it satisfies the criteria for audit 

exemption under any one of the 3 categories of companies. 

 

Q: How do companies determine their number of employees? 

 

A: 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.   
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Q: If a company has corporate shareholders and meet the 

criteria, can they enjoy the company audit exemption? 

 

A: For a company to elect to be exempted from audit, it must be a 

private company that satisfies the Malaysian Accounting Standards 

Board’s definition of private entity and the criteria applicable to the 

company to qualify for the audit exemption. A private company 

which has corporate shareholders but fulfils the criteria can enjoy 

the audit exemption for the relevant years. 

 

Q: Does a company that elects to be exempted from audit no 

longer has obligations in the preparation and filing of 

financial statements with SSM?  

 

A: No. The company is still obliged to prepare and circulate financial 

statements within the time period stated in the Companies Act 2016. 

Thereafter, the company is required to lodge the unaudited financial 

statements with SSM within 30 days after circulation. The financial 

statements prepared and lodged with SSM must comply with 

applicable approved accounting standards.  

 

Q: How does a company determine its total assets and total 

revenue? 

 

A: The total revenue and total assets of a company would be 

determined by the applicable accounting standards and stated as 

the total revenue or total assets in the financial statements of the 

company for each relevant financial years but excluding the 

accounting entries as specified in Practice Directive 3/2017. 

 

Q: Can a private exempt company that elects to lodge a 

certificate relating to its status as an exempt private 

company (EPC) with SSM choose to elect to be exempted 

from audit?  
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A: No. An exempt private company cannot elect to be exempted 

from audit if it chooses to lodge an EPC certificate with SSM in lieu 

of financial statements. However, an exempt private company is 

eligible to elect for audit exemption provided the company satisfies 

the criteria and lodges its unaudited financial statements with SSM. 

 

Q: Do I need to apply for audit exemption and what is the 

form to complete?  

 

A: Similar like exempt private companies, you need not apply for 

audit exemption with SSM. A company is eligible for audit exemption 

if it satisfies the criteria set in Practice Directive 3/2017 and it can 

elect to do so. The company can always appoint an auditor to 

conduct an audit if there is a need for it as it is not prohibited from 

engaging one. 


