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Introduction

To reduce the regulatory burden on small companies and move further towards a risk-
based approach, a new small company concept has been introduced for exemption from

statutory audit.

Previous Audit Exemption Criteria

New Audit Exemption Criteria

All Dormant Companies

All Dormant Companies

Private companies with:

» No more than 20 shareholders

» No corporation holding any beneficial interest in the
company’s shares

» Revenue no more than S$5 million

Private companies which meet the criteria of a
“small company” in each of the immediate past two
financial years

Note: If a private company is part of a group, the compa-
ny must qualify as a small company and the entire group
must qualify as a "small group" in each of the immediate
past two financial years.

Applicable for financial periods starting
before 1 July 2015

Applicable for financial periods starting on
or after 1 July 2015
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Small Company Qualifying Criteria

Audit exemption with respect to financial statements for a financial year commencing on or after

1 July 2015:

Private company throughout the financial year.

Meets at least two of three quantitative criteria for immedi-

ate past two financial years:

« Annual revenue for each financial year < S$10 million

« Total assets at the end of each financial year
< §$10 million

» Number of employees at the end of each financial year
< 50.

“Small company” status will continue once obtained until

disqualified by virtue of:

« Ceasing to be a private company at any time during
the financial year; or

* Not meeting at least two of the three
quantitative criteria for the immediate past two
consecutive financial years.
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Small Group Qualifying Criteria

For a company which is part of a group to qualify for audit exemption:

*  The company must qualify as a small company; and

*  The entire group must be a “small group”.

Qualifying Criteria

Disqualification

Meets at least two of three quantitative criteria for immedi-
ate past two financial years:
» Consolidated group revenue for each financial
year < S$10 million
 Consolidated total assets at the end of each
financial year < S$10 million
» Aggregate no. of employees at the end of each
financial year < 50

“Small group” status will continue once obtained until
it does not meet at least two of the three quantita-
tive criteria for the immediate past two consecutive
financial years.
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Transitional Provisions:
Existing Companies
An existing company can qualify as a “small company” if it is a private company and meets

the quantitative criteria in either the first or second financial year commencing on or after 1
July 2015.

lMlustration: Private Company with Financial Year End (FYE) of 30 September. FYE 30
September 2015: old audit exemption criteria apply. FYE 30 September 2016 (FY 2016)
onwards: new small company audit exemption criteria apply.

FY Meets Criteria Qualifies for Remarks
Audit Exemption

Does not meet the criteria, therefore does
2016 X X not qualify.

Meets the criteria, therefore qualifies.

2017 X v
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Transitional Provisions:
Existing Companies

Scenario 2: Company meets criteria for small company in FY 2016 (the first FY commenc-
ing after 1 July 2015) but does not meet the criteria in FY 2017 (the second FY commencing

after 1 July 2015)

FY Meets Criteria Qualifies for Remarks
Audit Exemption

2016 Meets the criteria, therefore qualifies

v v

Despite not meeting the criteria in the current FY, it
2017 X ‘/ continues to qualify until it fails to meet the criteria
for two consecutive FYs.
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Transitional Provisions:
New Companies

A company incorporated on or after 1 July 2015 (which has not reached its third financial year
after incorporation) can qualify as a “small company” if it is a private company and meets the
quantitative criteria in either the first or second financial year after incorporation.

lllustration: Private company incorporated on 10 October 2015 with first financial period
ending on 30 September 2016 (FY2016)

FY Meets Criteria Qualifies for Remarks
Audit Exemption
Does not meet the criteria, therefore does
2016 X X not qualify.
2017 ‘/ ‘/ Meets the criteria, therefore qualifies.
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Transitional Provisions:
New Companies

Scenario 2: Company meets criteria for small company in FY 2016 (the first FY com-
mencing after 1 July 2015) but does not meet the criteria in FY 2017 (the second FY after

incorporation)

FY Meets Criteria Qualifies for Remarks
Audit Exemption

Meets the criteria, therefore qualifies

2016 v v

Despite not meeting the criteria in the current FY, it
2017 X ‘/ continues to qualify until it fails to meet the criteria
for two consecutive FYs.
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After Transitional Period

After the transitional period, the following criteria will apply:
* Private company throughout the financial year

* Meets at least two of three quantitative criteria for immediate past two financial years

lllustration: Private company meets criteria for small company in FY2016 and FY2017. FY2018
is the third FY commencing after 1 July 2015.

Continues to qualify as it has met the criteria for immediate
2018 ‘/ ‘/ past two FYs.
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Continues to qualify despite not meeting the criteria in the current
2019 X ‘/ FY. It will only be disqualified when it fails to meet the criteria for
two consecutive FYs preceding the current FY.

Continues to qualify as it has failed to meet the criteria for only one
2020 ‘/ ‘/ of the two preceding FYs (FY 2019).
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Despite not meeting the criteria in the current FY, it continues to
2021 X ‘/ qualify as it has failed to meet the criteria for only one of the two
preceding FYs (FY 2019).

Despite not meeting the criteria in the current FY, it continues to
2022 X ‘/ qualify as it has failed to meet the criteria for only one of the two
preceding FYs (FY 2021).

Although it meets the criteria in the current FY, it is disqualified as
it has failed to meet the criteria for the immediate past two consec-
utive FYs (FY 2021 and FY 2022).
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2023 v X
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Key Notes

* New audit exemption criteria apply only for financial periods which begin on or after 1
July 2015.

* Once a company qualifies as a “small company”, it continues to be
a “small company” until it ceases to be a private company or fails to meet the quantitative
criteria for two consecutive preceding financial years.

*  Except for certain dormant companies, companies which are exempted from audit will still
be required to prepare unaudited financial statements compliant with the SFRS.

* Regardless of audit requirements and except for certain dormant companies exempted
from preparing financial statements, all companies are required to lodge a set of their
audited or unaudited financial statements (as the case may be) with ACRA unless they are
solvent exempt private companies (EPCs). An EPC is defined as a private company which
has no more than 20 shareholders and with no corporation holding any beneficial interest in
the company’s shares. A company is considered solvent if it is able to meet its debts when
they fall due.
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Crowe

Contact Information About Us

Sivakumar Saravan, Senior Partner Crowe Horwath First Trust ("Crowe") is one of the leading accounting and advisory services firms in
Tax & Corporate Services Singapore. Under its core purpose of being the firm of choice for growing businesses looking for high quality

swa.saravan@crowe.sg and personalized service, Crowe assists clients in achieving their goals through audit, tax, advisory and
Direct: +65 6223 7757 (815) outsourcing services.

Crowe Horwath First Trust
Corporate Services Pte Ltd
8 Shenton Way

#05-02 AXA Tower
Singapore 068811

Crowe serves clients worldwide as an independent member of Crowe Global, one of the largest
global accounting networks in the world. The network consists of more than 200 independent
accounting and advisory services firms in more than 130 countries around the world.

Disclaimer
Tel: +65 6223 7757 This document has been prepared by Crowe Horwath First Trust Corporate Services Pte Ltd and should be
Fax: +65 6223 7737 used as a general guide only. No reader should act solely upon any information contained in this
document.

For more information,

scan QR code below: We recommend that professional advice be sought before taking action on specific issues and making
significant business decisions. While every effort has been made to ensure the accuracy of the information
contained herein, Crowe Horwath First Trust Corporate Services Pte Ltd shall not be responsible

E E whatsoever for any errors or omissions in it.
= The information presented in this document is as at 1 June 2018.
E o © 2018 Crowe Horwath First Trust Corporate Services Pte Ltd
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Crowe Horwath First Trust LLP is a member of Crowe Global a Swiss verein. Each member firm of Crowe Global is a separate and independent legal entity. Crowe Horwath First Trust LLP
and its affiliates are not responsible or liable for any acts or omissions of Crowe Global or any other member of Crowe Global. © 2018 Crowe Horwath First Trust LLP.



