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IOI PROPERTIES GROUP BERHAD [201301005964 (1035807-A)] 

 
POLICIES AND PROCEDURES TO ASSESS THE SUITABILITY AND INDEPENDENCE OF 
EXTERNAL AUDITORS 
 
 
1.          Introduction   
 

The Board of Directors (the “Board”) and its Audit Committee (the “AC”) of IOI Properties 

Group Berhad (“IOIPG” or the “Company”) are committed to ensuring the suitability and 

independence of External Auditors in substance as well as in form.  
  

Preserving the independence of the External Auditors is a key governance concern  for 

IOIPG and its subsidiaries (collectively, the “Group”). On an annual basis, the AC should 

ensure the independence and impartiality of the External Auditors, taking into consideration 
relevant regulatory requirements.   

 
 
2.          Objectives   
 

The objective of this Policies and Procedures to Assess the Suitability and Independence of 
External Auditors (the “EA Policies and Procedures”) is to provide guidance for the AC in its 
assessment of the yearly performance of the External Auditors, as well as decision making 
regarding the non-audit services, the appointment, reappointment or removal of the External 
Auditors. 

 
 
3.          Selection Criteria   
 

Some of the matters for consideration regarding appointment, reappointment and removal of 
the Group’s External Auditors by the AC include:- 

  
3.1 Fees  

 
The External Auditors must provide a fixed fee quotation for its audit services. 
However, fees will not be the sole determining factor in the selection of External 
Auditors.  
 

3.2 Independence  
 

The External Auditors must satisfy the AC that they are independent, and outline the 
procedures it has in place to maintain its independence. The External Auditors must 
be independent from the Group and be seen to be independent from the Group.  

 
The independence of the External Auditors is integral to the role of Auditors and the 
AC will give due consideration to this requirement when selecting a preferred Auditors 
for recommendation to the Board. 
 
The AC should procure assurance from the External Auditors confirming that they are, 
and have been, independent throughout the conduct of the audit engagement in 
accordance with the terms of all relevant professional and regulatory requirements. 
 
 

3.3 Material Matters   
 

The External Auditors must outline their proposed procedures to address the issue of 
material significance or matter of disagreement with the Management. The External 
Auditors will be required to disclose to the AC all issues of material significance and 
all matters of disagreement with the Management, whether resolved or unresolved, 
and to assist the AC to review such matters.  
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3.4 Non-audit Work  
 

The External Auditors must detail its approach to the provision of non-audit related 
services to the Group.  

 
3.5 Competency and Resources    

 
Audit quality should increase with audit firm size and commensurate with the External 
Auditors’ experience and functional industry knowledge. Typically, large or global 
companies require the expansive resources, in terms of personnel, expertise and 
worldwide availability. 
 
The AC should consider the External Auditors’ reputation and qualifications of its 
professionals, including the breadth and depth of resources, expertise and 
experience of the team members. The External Auditors’ networking ability and 
competency to address overseas subsidiaries not audited by the firm, i.e. its liaison 
capability with the secondary auditors, are equally important to assess the suitability.  

 
3.6 Industry Specialty 

 
Industry specialty should provide higher quality audits by virtue of better audit 
technologies, lower costs due to economies of scale and in-depth knowledge. In 
addition, industry experience can improve the detection of fraudulent reporting and 
task-level performance. 

 
 

4.          Approval of Non-Audit Services 
 

The policy on audit and non-audit services is guided by the following principles:- 
 
(a) the External Auditors and their affiliates may provide audit and non-audit related 

services that, while outside the scope of the statutory audit, are consistent with the 
role of Auditors;  

 
(b) the External Auditors should not provide services that are perceived to be materially 

in conflict with the role of Auditors;  
 
(c) the External Auditors may be permitted to provide non-audit services that are not 

perceived to be materially in conflict with the role of Auditors; and  
 

(d) exceptions may be made to the policy where the variation is in the interest of IOIPG 

and arrangements are put in place to preserve the integrity of the external audit 
process. The Board must specifically approve any such exception.  

 
For avoidance of doubt, “non-audit services” encompass any services rendered to the Group 
other than for statutory auditing work. 
 
Before appointing the External Auditors to undertake a non-audit service, considerations 
should be given to whether this would create a threat to the External Auditors’ independence 
and/or objectivity. The External Auditors should not be appointed to undertake such non-audit 
service unless appropriate safeguards are present to eliminate or reduce the independence 
threat to an acceptable level. The Management must obtain confirmation from the External 
Auditors that the provision of such non-audit service does not impair the External Auditors’ 
independence and objectivity. 
 
External Auditors shall not be considered for non-audit services specifically prohibited by the 
By-Laws of the Malaysian Institute of Accountants (“MIA”) or promulgations of the 
International Federation of Accountants for which no safeguard can eliminate or reduce the 
threat on the External Auditors’ independence. 
 



Page 3 of 5 

IOI Properties Group Berhad [201301005964 (1035807-A)] 

Policies and Procedures to Assess the Suitability and Independence of External Auditors  

 
 
The subsidiary or entity that wishes to engage the External Auditors for non-audit work must 
inform the CFO of the nature of the non-audit service and the estimated fees to be incurred. 
Such subsidiary or entity can only proceed with the non-audit services when authorised by the 
CFO. 
 
Pre-Approval Requirement  
 
All permitted non-audit services to be provided by the External Auditors shall be pre-approved 
by the AC. Maximum fee amounts for pre-approval non-audit services to be provided by the 
External Auditors will be established annually by the AC, subject to the following limitations:- 
 

• When considering whether to grant an approval, the AC should consider the nature, 
scope and fees of the service to be provided to the Company as well as the principles 
and guidance established by the MIA or promulgations of the International Federation of 
Accountants with respect to Auditor independence, including the fact that an Auditor 
cannot (i) function in the role of management; (ii) audit his or her own work; or (iii) serve 
in an advocacy role for the Company.    

 

• In general, permitted non-audit services shall be considered for general pre-approval by 
the full AC on an annual basis at the beginning of each fiscal year. 

 
Pre-approval maximum fee amounts are RM250,000. Proposed services exceeding these 
maximum fee amounts will require separate concurrence by the AC.  
 
For this purpose of pre-approval requirement, the permitted non-audit services are set out in 
Appendix A. The AC strictly prohibits engaging the External Auditors for tax advisory and 
consultancy services in two scenarios: (a) when the effectiveness of the tax advice hinges on 
a particular accounting treatment or presentation in the financial statements, and (b) when the 
External Auditors express doubt about the appropriateness of the associated accounting 
treatment or presentation. 
 
Services as to which a general pre-approval shall have been granted on an annual basis shall 
be effective for the applicable fiscal year. Any specific pre-approval of permitted non-audit 
service may be provided up to one year prior to commencement of the service. In any case in 
which a service is to be provided over a period of years, the approval shall be reviewed for 
renewal on an annual basis. 
 
Delegation of Pre-Approval 
 
The AC elects to delegate pre-approval authority to the AC by way of passing AC’s Circular 
Resolution to approve any one or more individual permitted non-audit services for which 
estimated fees do not exceed RM250,000 as well as adjustments to any estimated pre-
approval fee threshold up to RM50,000 for any individual service. Any services that would 
exceed such limits should be approved by the AC members in-person.  
 
The AC Chairperson shall report any pre-approval granted at the next scheduled meeting of 
the AC. 

 
The approval thresholds for engagements of External Auditors to provide non-audit services 
to the Group are provided as follows:- 
 

Approval thresholds for non-audit services on a Group basis  
 Mode of Approval  

 

Up to RM250,000 per engagement 

  

AC’s Circular Resolution  
   

Greater than RM250,000 per engagement, or if the value of  

non-audit fees to audit fees reaches a ratio of 1:2  

as a result of a new engagement, regardless of value 

 AC Physical Meeting 
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Prior approval in accordance with the approval thresholds should be obtained before 
commencing any non-audit services by the External Auditors. 
 
 

5.          Prohibited Non-Audit Services 
 

 The Company may not under any circumstances engage the External Auditors to provide any 
service that is prohibited by applicable law. The AC may determine to prohibit other services 
that in its view may compromise, or appear to compromise, the independence and objectivity 
of the independent auditor.  
 
See Appendix B for a list of prohibited non-audit services.  
 
 

6.          Monitoring and Reporting 
 
 The AC has designated the Chief Financial Officer (“CFO”) to monitor the performance of all 

services provided by the External Auditors and to determine whether such services are in 
compliance with this policy. The CFO shall report to the AC on a periodic basis with respect to 
compliance with the policy. The CFO shall promptly report to the Chairperson of the AC any 
non-compliance (or attempted non-compliance) with this policy of which he or she becomes 
aware. On a periodic basis, the nature of actual services provided by the External Auditors, as 
well as the associated fees shall be reported to the AC. 

 
 
7. Rotation of external audit engagement partner   
 

The audit engagement partner responsible for the external audit of the Group is subject to 
rotation at least every 7 years with cooling-off period of 5 years in accordance with By-Laws 
of the MIA.   
 
 

8. Appointment of Former Key Audit Engagement Partner as AC Member 
 
Prior to the appointment of any former key audit engagement partner of the External Auditors 
as a member of the AC, a minimum 3-year cooling off period must be observed.  
 
Any offer of employment to a former employee of the external audit firm in respect of a Senior 
Management position or appointment of the former employee as a member of the AC or Risk 
Management Committee must be pre-approved by the AC. 
 
 

9.          Annual Assessment and Re-appointment of the External Auditors     
 

The AC shall carry out annual assessment on the performance, suitability and independence 
of the External Auditors based on the following key areas:-  
 
(a) quality of service, including but not limited to:- 

 

• adequacy of audit scope; 

• ability to meet audit deadlines; 

• timeliness in escalating audit issues to the AC; 

• allocation of resources to significant audit risk areas; and 

• effectiveness of recommendations to address weaknesses observed during the audit; 
 

(b) sufficiency of resources;  
(c) communication and interaction; and 
(d) independence, objectivity and professional scepticism.  
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As part of this assessment, the AC shall obtain feedback from the members of the 
Management and members of the Board regarding the quality of the audit service. The AC 
shall evaluate the appropriateness of audit fees to support the quality of the audit service 
rendered.  

 
The assessment should also consider information of the audit firm in the Annual 
Transparency Report (“ATR”) submitted to the Audit Oversight Board. If the audit firm is not 
required to issue an ATR, the AC is obliged to engage the audit firm on matters typically 
covered in the said Report, such as the audit firm’s governance and leadership structure as 
well as measures undertaken by the firm to uphold audit quality and risk management. 

 
The AC, upon satisfaction with the competence and independence of the External Auditors 
will recommend the re-appointment of the External Auditors to the Board for its consideration.  

 
The Board will seek shareholders’ approval for the re-appointment of the External Auditors at 
the Annual General Meeting. 
 
 

10.  Review of EA Policies and Procedures  
 

The AC has the authority to amend the EA Policies and Procedures. The AC shall review the 
EA Policies and Procedures periodically to ensure that they continue to remain relevant, 
appropriate and compliant with applicable professional and regulatory requirements. 
 
The AC shall report on its review and recommend any desirable changes to the Board.  

 
 
This EA Policies and Procedures is last revised and approved by the Board of Directors on  
24 November 2023. 
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Appendix A 
 

List of Permissible Non-Assurance Services 
 

Number Service Type Service Description 

1 Tax Compliance 
Services 

Preparing and/or reviewing tax returns and related filings (e.g., 
applications for extensions of time, estimated tax payable and related 
monthly tax installment scheme due dates of payment which include 
revised estimated tax payable, appeal against tax installments, apply 
for tax refund or tax credit to be set-off against the installment 
payments/partial installment payment for the subsequent year of 
assessment, apply for repayment of overpaid taxes, apply for tax 
reference number, application for certificate of tax residence status, 
other tax reporting disclosures and elections, appeal against any tax 
penalty imposed by the tax authorities etc.) and filings for the many 
different forms of taxation such as income taxes, real property gains 
tax, indirect taxes (e.g., stamp duty, excise tax, sales and service tax, 
value added tax, goods and services tax, etc.), customs and duties 
taxes, withholding taxes, Foreign Account Tax Compliance Act 
(“FATCA”),  Common Reporting Standard (“CRS”), Foreign Bank 
Account Reporting (“FBAR”), employment taxes, etc.  
 
Supplying software & collaboration platform that is limited in 
functionality to the preparation of tax returns and related tax filings 
(e.g., applications for extensions of time, estimated tax payments and 
related tax payment vouchers, other tax reporting disclosures and 
elections, etc.) for the many different forms of taxation such as income 
taxes, real property gains tax, indirect taxes (e.g., stamp duty, excise 
tax, sales and service tax, value added tax, goods and services tax, 
etc.), customs and duties taxes, withholding taxes, FATCA, CRS, 
FBAR, employment taxes, etc., and providing maintenance assistance 
to support proper functioning of the automated non-financial 
tool/platform, or to perform basic upgrades. 
 
Advising on tax reporting matters or filings related to the many 
different forms of taxation such as income taxes, real property gains 
tax, indirect taxes (e.g., stamp duty, excise tax, sales and service tax, 
value added tax, goods and services tax, etc.),, customs and duties 
taxes, withholding taxes, FATCA, CRS, FBAR, employment taxes, etc.  
 
Advising on the applicable handling of items for tax reporting and 
incentive claims purposes, and required tax reporting disclosures, 
elections, available filing positions, and qualification/tax status of the 
Company (e.g., Registered Investment Companies (“RICs”), Real 
Estate Investment Trusts (“REITs”), etc.), including assisting and 
advising on the supporting documentation to substantiate and support 
on the tax treatments, positions and incentive claims 
 
Advising on the tax reporting implications of reorganizations and 
restructurings, and other M&A matters. 
 
Assist the Company identify, quantify and document potential 
tax/withholding tax refund opportunities, including preparing 
tax/withholding tax refund claims and supporting documentation to be 
filed with tax authorities, and addressing questions raised by tax 
authorities in connection with such tax/withholding tax refund claims. 
 
Performing tax consulting services, which include the 
preparation/review of application and advisory services for tax 
incentives, income tax/indirect tax/stamp duty/real property gains tax 
relief and exemption, tax rulings or tax checks to help the Company 
identify, quantify and document (including preparing applications and 
supporting documentation to be submitted to the tax authorities, and 
address questions raised by tax authorities. 



 

 

Number Service Type Service Description (Cont’d) 

  

Preparing/reviewing/lodging an appeal against the notice(s) of 
assessment related to the many different forms of taxation such as 
income taxes, real property gains tax, indirect taxes (e.g., stamp duty, 
excise tax, sales and service tax, value added tax, goods and services 
tax, etc.), customs and duties taxes, withholding taxes, employment 
taxes, etc.  
 
Assisting the clients to pay stamp duty to the taxing authority on their 
behalf by remitting the client  non-negotiable instruments, such as 
bank drafts, etc and payments out of non-material funds received into 
a client designated client / trust account. This includes making 
incidental and non-material disbursements (for example, work permit 
application fees, statutory filing fees, stamp duty) on behalf of the 
client, and recovered as out of pocket expenses. Performing a non-
recurring review of the Company’s compliance with the applicable tax 
reporting rules to highlight potential gaps, and provide high-level 
recommendations for the Company’s consideration as it addresses 
identified gaps. 
 
Advising on customs and duties tax reporting matters including the 
areas of tariffs and classification, origin, and pricing and 
documentation requirements. 
 
Performing tax technical analyses and related tax compliance 
calculations to help the Company prepare tax returns and related tax 
documentation, such as transaction cost analyses, fixed asset 
depreciation studies, tax depreciation / capital allowance studies, 
meals & entertainment analyses, research & development studies, 
earnings & profits studies, earnings & profits studies, stock basis 
studies, capital exchange studies, etc. 
 

2 Tax Consulting 
Services 
 

Advising on how to structure the Company’s affairs in a tax efficient 
manner in relation to a broad range of issues/topics. 
 
Providing tax technical advice and answers to questions on tax 
matters, including research, discussions, and preparing memoranda 
related to general tax opportunities and challenges, mergers, 
acquisitions, divestitures, restructurings, other business transactions, 
supply chain enhancement, transfer pricing/intercompany 
transactions, tax attribute review, employee benefit plans and 
compensation arrangements, and special tax projects/documentation 
related to the many different forms of taxation such as income taxes, 
real property gains tax, indirect taxes (e.g., stamp duty, excise tax, 
sales and service tax, value added tax, goods and services tax, etc.),, 
customs and duties taxes, withholding taxes, FATCA, Common 
Reporting Standard (“CRS”), FBAR, employment taxes, etc. 
 
Reviewing and commenting on the tax aspects of human resources 
and other people management policies and procedures in the areas of 
international assignments, compensation rewards, pension plans, and 
employment solutions. 
 
Preparing tax structuring documentation such as step plans, work 
plans to implement the Company’s restructuring plan, etc.  
 
Advising on the compliance, interpretation and application of 
new/existing or proposed/pending tax laws and regulations and 
providing advice, clarification, impact analyses as well as 
recommendations (in oral or written form) for the client to consider. 
 
Providing  tax technical research resources, tax technical updates, tax 
technical publications, tax technical benchmarking and survey results 
and related information on a periodic or subscription basis. 



 

 

Number Service Type Service Description (Cont’d) 

  

Preparing and reviewing requests / applications for tax rulings, and 
confirmation on tax treatment from tax authorities, Government and 
Government agencies. 
 
Utilising assumptions and financial information furnished by the 
Company, calculating the estimated future tax effects of hypothetical 
scenarios for purposes of analysing the tax consequences of the tax 
technical advice being provided by  the independent auditor. 
 
Assisting the Company to apply for tax incentives, including preparing 
and reviewing applications and supporting documentation to be 
submitted to the tax authorities, Government and Government 
agencies, and address questions raised by the tax authorities, 
Government and Government agencies. The services include 
preparation or review of appeal in connection with tax 
incentives/relief/exemption to be submitted to the tax authorities, 
Government and/or Government agencies. 
 
Advising on FATCA & CRS implementation and consulting service 
including regulations, compliance manual, FATCA & CRS form, 
entity/product analysis, due diligence procedure, FATCA registration, 
system enhancement, update FATCA & CRS information etc. 
 
Providing technical service to assist client in collating the data required 
with reference to the FATCA & CRS reporting requirements, 
generating the relevant XML files with reference to the FATCA & CRS 
XML schemas, encrypting and uploading the said XML files to the 
relevant tax authority online portals in local jurisdiction.  
 
Reviewing and performing control testing on FATCA & CRS processes 
and procedures required for periodic compliance review. Also, 
providing the findings and recommendations on FATCA & CRS 
procedures after review from a tax compliance perspective. 
 

3 Transfer Pricing 
Services 

Providing tax technical advice and answers to questions on transfer 
pricing matters including the tax rules governing arm’s length pricing 
for intercompany transactions, etc. 
 
Providing transfer pricing tax compliance services, including preparing 
transfer pricing documentation and transfer pricing information returns, 
preparing benchmarking studies, collecting, summarizing, analysing, 
compiling and formatting transfer pricing information and comparable 
data, analysing external and internal evidence relevant to the 
Company’s transfer pricing position and compliance with applicable 
transfer pricing regulations, calculating the Company’s current or prior 
year tax liability, advising on the tax treatment of past transactions, 
and preparing supporting documentation for tax purposes. 
 
Preparing unilateral and bilateral Advanced Pricing Agreements 
(“APAs”), tax-sharing agreements, inter-group royalty agreements, 
other inter-company agreements, etc., and related tax reporting 
disclosures, and addressing questions from tax authorities related to 
such tax documents. 
 
Advising on the defense of tax authority audits, tax examinations or 
tax authority investigations related to transfer pricing/intercompany 
transactions, including preparing tax correspondence with tax 
authorities, and addressing questions raised by tax authorities in 
connection with such tax authority audits, tax examinations or tax 
authority investigations. 
 

 



 

 

Number Service Type Service Description (Cont’d) 

  Performing a country-by-country analysis from a transfer pricing 
perspective and preparing supporting documentation for country-by-
country reporting (“CbCR”). 
 
Assisting in country-by-country reporting (“CbCR”) related services 
(e.g., providing CbCR templates; preparing the CbCR or reviewing the 
completed CbCR provided by the client to see if its format meets filing 
requirements but excluding verifying correctness and completeness of 
information contained in the completed CbCR; communicating with the 
client for filing CbCR; filing services in other countries; converting the 
finalized CbCR into the XML format prescribed by the tax authority; 
preparing a cover letter; sending the CbCR and the cover letter to the 
tax authorities if internet filing is not chosen or sending electronic files 
of both the CbCR and the cover letter to the client for uploading 
information onto the tax authority portal, which requires the client’s 
login; and drafting supplementary letters to the tax authorities). 
 
Advising on how to obtain competent authority relief from tax 
authorities with respect to tax adjustments related to intercompany 
transactions, including preparing the application and supporting 
documentation to request such relief, and addressing questions raised 
by tax authorities in connection with such requests. 
 

4 Tax Audit 
Defense 
Services 

Advising on the defense of a tax authority audits, including desk 
audits, field audits, tax examination or tax authority investigation, 
related to the many different forms of taxation such as income taxes, 
real property gains tax, indirect taxes (e.g., stamp duty, excise tax, 
sales and service tax, value added tax, goods and services tax, etc.), 
customs and duties taxes, withholding taxes, FATCA, employment 
taxes, etc., including establishing the relevant facts and analysing the 
relevant tax law, performing tax, interest and/or penalty computations 
on principal tax liabilities and tax refunds resulting from tax audit 
adjustments, preparing tax correspondence with tax authorities This 
includes submission and discussion with the tax authorities to address 
the questions raised by tax authorities in connection with such tax 
authority audits, tax examinations or tax authority investigations. 
 
In anticipation of and preparation for the impending desk/field audit, to 
assist the Company to identify its potential tax risk,  tax issues and 
limiting tax liability risks gaps and weaknesses by reviewing the 
management accounts, tax computation, Audited Financial 
Statements (“AFS”) and samples of the underlying documents such as 
invoices, agreements, contracts ets. of the relevant company. This 
also includes discussions with the Company’s relevant personnel to 
seek clarifications on the documents / items under review and provide 
recommendations (if any) for potential steps to be taken for the 
Company to address any shortcomings in relation to the findings. 
 
Advising on the feasibility of participating in a tax authority’s “Voluntary 
Disclosure Agreement” program, “Managed Audit Program,” and/or 
similar program offered by a tax authority, including preparing or 
reviewing the application and supporting documentation to participate 
in such programs. This includes submission and discussion with the 
tax authorities  to address questions raised by tax authorities in 
connection with such programs. 
 

   

   

   

   



 

 

Number Service Type Service Description (Cont’d) 

5 Tax Dispute 
Resolution and 
Litigation 
Services 
 

Providing the following as long as the provision of the assistance in 
the resolution of a tax dispute would not create a self-review threat, 
and the independent auditor would not be acting as an advocate for 
the Company before a tribunal or court: 
 
● Acting as the Company’s tax advisor or tax representative in 

relation to disputes with tax authorities, including speaking or 
writing on behalf of the Company to the tax authority, or to any 
other person or body authorised to resolve the dispute.  

● Advising the Company in relation to disputes with tax authorities 
on technical issues, case strategy and case 
management/administrative procedural matters. For case 
management and administration/procedural matters, it includes 
scheduling and notifying the relevant authorities on the progress 
of the case prior to hearing.  

● Reviewing, challenging and commenting on arguments raised by 
the Company and/or by the tax authorities. 

● Assisting the Company in the event of achieving a settlement, to 
review, submit and record the Settlement Agreement and to 
secure the issuance of the Deciding Order thereafter.  

 

6 Due Diligence 
Services 

Financial due diligence services, including review of financial 
statements, financial data and records, and discussion with target's 
finance and accounting personnel. Procedures may include a Quality 
of Earning analysis, a Debt-Like Items analysis, a Working Capital 
analysis, a Proof of Cash analysis reconciling revenues to cash 
receipts, and other financial statement analytics to understand the 
financial position and trends of the Company. 
 
Legal due diligence services, including review of corporate 
documents, corporate resolutions, governmental approvals or permits, 
internal rules or regulations, records, contracts and other documents 
or statements relevant to the operations of the target company; 
conduct interviews with management team, executive officers, 
employees or other representatives of the target company to discuss 
or clarify issues, matters or questions in connection with the target 
company; and further to the foregoing, provide legal analysis and 
advice to the client company for consideration. 
 
Due diligence might also include diligence on a target’s tax position, 
including assessing historical tax filings, tax years open to audit, tax 
reserves and other tax related issues; assessing historical human 
resource needs and related compensation programs; assessing 
insurance risk management programs, assessing IT systems and 
controls, including both financial and operating systems and assessing 
related manual controls; assessing cyber-security controls;  reviewing, 
describing and providing analysis of legal documents and issues; 
analysis of operations; gaining an understanding of the regulatory 
environment; gaining an understanding of the target's credit history; 
market and commercial aspects, including the current competitive 
position and risks and opportunities arising from external factors such 
as suppliers, customers and competitors; and review of the auditor’s 
workpapers to understand any unrecorded proposed adjustments to 
the accounts or control weaknesses noted; assisting client in 
negotiations and advising client on the Sale and Purchase Agreement 
in connection with structuring the price mechanism and provisions 
such as warranties and indemnities (as long as they don’t involve 
quantifying impact on accounting records or financial statements, or 
preparing the accounting adjustment for the completion of the financial 
statements). 
 

   



 

 

Number Service Type Service Description (Cont’d) 

  Due diligence includes both buy side due diligence and vendor due 
diligence. Buy side due diligence is due diligence commissioned by an 
acquirer. Vendor due diligence is commissioned by the vendor, but it 
is expected that the independent auditor will also accept a contractual 
duty on the due diligence report to the ultimate acquirer. 
 
An Independent Business Review (“IBR”) carried out for a bank, or 
other financial institution or stakeholder to review the financial affairs 
of a debtor company. 
 
Services must not involve financial reporting purpose valuation or 
preparation of PFI (prospective financial information). 
 

 

 
 
 

 



 

 

Appendix B 
 

Prohibited Non-audit Services 
 

The following services are prohibited due to creating unacceptable level of independence threats:- 
 

No. Service Description 

1 Valuation services for financial reporting purposes. 

2 Financial-related internal audit services. 

3 Design/implementation services of accounting or financial information systems. 

4 Implementation of “off-the-shelf” accounting or financial information software that is not 
developed by the External Auditors. 

5 Litigation support services that involve estimating, or which affect the estimation of, damages 
or other amounts that affect the financial statements on which the External Auditors will 
express an opinion . 

6 Legal services that include:- 

● estimating a potential loss arising from a lawsuit for the purpose of recording a provision in 
the Group’s financial statements or interpreting provisions in contracts that might give rise 
to liabilities reflected in the Group’s financial statements. 

● interpreting provisions in contracts that might give rise to liabilities reflected in the Group’s 
financial statements. 

7 Acting in an advocacy role in resolving a dispute or litigation before a tribunal or court. 

8 Accounting and bookkeeping services except as specifically permitted, such as preparing 
accounting records or financial statements, recording transactions, providing payroll services, 
resolving account reconciliation problems, and converting existing financial statements from 
one financial reporting framework to another. 

Exception: the External Auditors may prepare statutory financial statements for a subsidiary or 
significant associate provided certain criteria are met. 

9 Tax calculations for accounting and financial statement purposes. 

10 Tax advisory and tax planning services or advice in relation to corporate finance when: (a) The 
effectiveness of the advice depends on a particular accounting treatment or presentation in the 
financial statements; and (b) the audit team has doubt as to the appropriateness of the related 
accounting treatment or presentation. 

11 Acting as an expert witness in a matter unless the External Auditors is appointed by a tribunal 
or court or meets certain criteria when in relation to a class action (or an equivalent group 
representative action). 

12 Recruiting services with respect to the following positions, including searching for or seeking 
out candidates, undertaking reference checks of prospective candidates, recommending the 
person to be appointed; or advising on the terms of employment, remuneration or related 
benefits of a particular candidate:- 

● A director or officer of the Group; or 

● A member of senior management in a position to exert significant influence over the 
preparation of the Group’s accounting records or the financial statements on which the 
External Auditors will express an opinion. 

13 Tax avoidance service, i.e., providing a tax service or recommend a transaction if the service 
or transaction relates to marketing, planning, or opining in favor of a tax treatment that was 
initially recommended by the auditor, and a significant purpose of the tax treatment or 
transaction is tax avoidance, unless the proposed treatment has a basis in applicable tax law 
or regulation that is likely to prevail. 

14 Corporate finance services that involve promoting, dealing in, or underwriting the shares, debt 
or other financial instruments issued by the Group or providing advice on investment in such 
shares, debt or other financial instruments. 
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