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MALAYSIA

DELOITTE TAXMAX:
Tax Corporate Governance

Datuk Abu Tariqg Bin Jamaluddin

Deputy Chief Executive Officer (Compliance)
Inland Revenue Board of Malaysia

“All content including the presentation thereof on this slides is the property of Inland Revenue Board of Malaysia (IRBM). You may not copy, reproduce, distribute, transmit,
modify, create derivative works, or in any other way exploit any part of material without the prior written permission from IRBM. The information in these slides is a general
description only. Before acting on any information , you should consider the appropriateness of it having regard to your particular objectives. If you require any clarification,
please send us an email at TCG@hasil.gov.my.”
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Co-operative Compliance:

A Framework

FROM ENHANCED RELATIONSHIP TO CO-OPERATIVE
COMPLIANCE

@)) OECD
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Whatis Tax Corporate Gove
-

Good tax governance is a subset of good corporate
governance.

Tax Corporate Governance encompasses the rules,
relationships, systems and processes under
which decisions are made and authority is
exercised and controlled within an organisation.

It comprises the mechanisms by which businesses,
office holders and those in control are held to
account.

Lembaga Hasil Dalam NegeriMalaysia



TCG AROUND THE WORLD

@ HM Revenue
& Customs
Co-operative Compliance
Programme
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Australian Government

Australian Taxation Office

Top 1000 Combined
Assurance Program
Justified Trust
Voluntary Tax

Transparency Code

MALAYSIA

INLAND REVENUE
AUTHORITY
OF SINGAPORE

Singapore's Tax Risk
Management and
Control Framework for
Corporate Income Tax

Assisted Compliance
Assurance Programme




CORPORATE GOVERNANCE IN MALAYSIA &

MALAYSIA

BANK NEGARA MALAYSIA of | e

CENTRAL BANK OF MALAYSIA

INTERNAL CONTROL
FRAMEWORK

Tax
Governance
Guide

FTSE4Good Bursa Malaysia Index
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TAX CORPORATE

GOVERNANCE FRAMEWORK

INLAND REVENUE BOARD OF MALAYSIA
(As at 11 April 2022)

GUIDELINES : TAX CORPORATE
GOVERNANCE FRAMEWORK

INLAND REVENUE BOARD OF MALAYSIA
(As at 27 July 2022)

MALAYSIA

FREQUENTLY ASKED QUESTIONS
TAX CORPORATE GOVERNANCE FRAMEWORK AND GUIDELINES

Date: 27/07/2022

QUESTION

ANSWER

What is Tax Corporate
Governance Framework
(TCGF)?

Tax Corporate Governance Framework establishes
the techniques and processes within the organisation
to identify tax risks, assess risks, and sets out the
appropriate actions to mitigate the impact of those tax
risks. An effective tax corporate govemance
framework can cultivate a level of confidence that the
organisation is reporting and paying the right amount
of tax, enabling organisations to achieve greater
certainty in relation to their tax affairs.

What are the
purpose/objectives of
TCGF?

TCGF sets out the IRBM's expectation on the
application of the principles of Tax Corporate
Governance within an organisational setting.
Organisation for Economic Co-operation and
Development (OECD) through its publication on Co-
operative Tax Compliance identifies the following six
principles in developing a good TCGF which are as
follows:-

Tax strategy established
Applied comprehensively
Responsibility assigned
Governance documented
Testing performed
Assurance provided

This document aims to help organisations understand
the focus areas of the IRBM conceming tax corporate
governance to enable businesses to:

a) Develop or improve an organisation's tax
governance and intemnal control framework;

b) Promote tax compliance and reduce tax risks;




TCGF

e “Pilot Project
1HO roject”
Launched MARCH/APRIL/MAY J
2021 2022 % 2024
15t MARCH JULY 2022
Drafting 2022 Engagement with Full

Professional implementation
Bodies/CPCB/CIK/CCM
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MALAYSIA

Criteria for
TCG
application

1. Large companies [ public listed (with turnover é
of RM10o0 mil and above)
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* Improved Image and * Increased Tax Authority * Increased Stakeholders
Reputation Confidence Confidence

© O
* Reduced Audit or Tax * Better Management of Tax
Enquiries Affairs
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The IRBM encourages organisations to develop their TCGF accordingly (whichever is applicable) in relation to:

Tax payment (CP204, CP 250,
CP204A, CP250A, instalments
and withholding)

Transfer pricing / APA

Public Ruling compliance

Petroleum tax

Tax strategies

Tax rules and regulations

18
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Conclusion of
assessment by the
IRBM

Getting Ready &
Organisation Self-
Review

Submission to the
IRBM

19
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1) Tax strategy established

—_—

3) Responsibility assigned

|

6) Assurance provided

Lembaga Hasil Dalam Negeri Malaysia
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Describe the process through
which the tax governance
and control framework is
monitored, tested, and
maintained.

Refer to any tax governance,
internal control frameworks
or generally accepted risk
management principles that
are applied to tax.

22
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KEY TAKEAWAYS

N e

TCG is a voluntary compliance initiative.

To attain and maintain good standards of tax
governance.

To communicate that the company/corporation Is
socially responsible.

Enhance and complement the corporate governance
of the organisation.

TCG will further complement and strengthen the
overall ESG of any corporation in general.

For further info, email us at tcg@hasil.gov.my

24



DO NOTBEA _
VICTIM TAXATION po NoT BE A VICTIM

OF FINANCIAL AND TAXATION SCAMS
SCAMS

\ s, E DO NOT DISCLOSE
N CONFIDENTIAL
»DO NOT

DISCLOSED YOUR —
TAX INFORMATION

SSm or db

GET IRBM’S
CONFIRMATION

via feedback form or call
Contact Centreat 03 —8911 100

BRI CATION DIVISION CORPORATE SERVICES DEPAR] 25
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Tax Governance landscape—a global perspective

EU
Germany DAC 6, ATAD, EU accounting directive (for
UK Tax Control. Framework extractive industries), Capital Requirements
UK Tax Strategy, (Tax Compliance Management Directive IV (for financial institutions), Russia
Business Risk Reviews, System—Tax CMS) Voluntary Transparency Standards and OECD Transactional data and real
Corporate Criminal Offence, interaction and Horizontal Monitoring. time reporting (incl. VAT)

Corporate Governance Code,
UK GAAP tax disclosure requirements,
Senior Accounting Officer Regime.

Trend towards e-involving, e-filing and
delivery of standard audit file.

Japan
J-SOX and reporting
framework

us
SOX, US GAAP tax disclosure
requirements, Tax Controls Testing

and IRS Tax Governance assessment.
Malaysia

TCGF, Tax governance
guide (MIA)

Singapore
Tax Governance Framework,
CTRM, ACAP etc.

Australia

Tax Transparency Code,

Tax Profiling, Data analytics,
Tax Controls Testing /
Assurance Reviews

Mexico

Accounting records to up
electronically provided; digital
tax receipt (CFDI)

d Cambodia

UAE

Indirect and direct taxes Taxpayers must submit their ¥ Zealand
Brazil (digital administration) monthly tax returns via e-filing v ’\ :\IIRTDW eat?" ' .
: . : questionnaire an
SPED re interaction between Brazilian tax system incl. specific transactional .
. . ) data assessment (incl. tax
ianu\;ccl;izirrl]tgle(sl\le'\zn:)taxpayers, electronic Africa controls testing)
Data analytics / real-time reporting .
Legislation for better compliance :Ell.etna.n'.\ B2B) to b
2023 Deloitte Tax Services Sdn Bhd SOPhiSticated IT skills (growing tax —|nv(§>|t;|ng ( f)_] C} zeg(z)rzne Deloitte TaxMax | Building a sustainable and resilient future
know-how) mandatory as of July



TCGF and Sustainability Reporting — GRI 207

The are many ‘standards’ emerging but 2021 saw the launch of a key measure which will likely have significant influence going forward — GRI207

© 2023 Deloitte Tax Services Sdn Bhd

Tax strategy document (published)
Statement approach to tax
Roles & responsibilities for tax
Relationship to tax authorities
Participation in IRBM’s TCGF
Reference to Tax Policy in ESG Report

Tax Control Framework - Internal implementation
project to define Control Framework;
Maintaining / testing framework

Participation in IRBM’s TCGF / external assurance
Reference to effective Tax Control Framework in
ESG Report

Tax Contribution Report
* Setting-up PCbCR
* Data management and tax technology

GRI 207 - TAXATION

" Approach to tax (GRI207-1)

» Tax strategy publication

» Accountability (roles & responsibilities)

* Regulatory compliance

+ Linking tax to broader sustainability reporting
Tax stakeholders (GRI 207-3)

« Tax authorities

» Tax policy advocacy

— « @Gaining stakeholder views

Tax governance, control & risk management
(GRI 207-2)

+ Tax governance & control framework narrative
» Assurance provided

Country by country tax reporting (GRI 207-4)

« All countries, all taxes

Deloitte TaxMax | Building a sustainable and resilient future



Why tax governance matters?

Tax Governance: Maturity Levels

Maturity

Characteristics of Tax Governance maturity levels according to COSO* model for o9

Internal Control System (ICS)

Level

Strong control consciousness throughout the company
Extensive automation of control activities

High reactivity to changes through tools

Integrated ICS as well as audit and risk management system

)
I

Use of
technology

Detailed documentation of ICS principles
Regular monitoring of controls
Continuous updating of controls

Regular ICS reporting

Level 3:
Defined

ICS principles and guidelines are documented

Controls are integrated and documented in the processes
The controls are traceable

Information, communication and training exist

Internal controls are available however not standardized
Lack of traceability of controls

Controls are person-dependent and not documented
Missing information, communication and training

*COSO = Committee

Level 1:
Initial

Unstructured control environment in the company

There are few or no internal controls

Existing control activities are performed on a case-by-case basis
Existing controls are not reliable

of Sponsoring

Organizations
of the Treadway

Commission

© 2023 Deloitte Tax Services Sdn Bhd

Deloitte TaxMax | Building a sustainable and resilient future
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