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For 20 years, ASEAN (the Association 
of Southeast Asian Nations) has been a 
vibrant economic bloc offering diverse 
opportunities. Continually evolving, it 
facilitates economic integration amongst 
its 10 member states: Brunei, Cambodia, 
Indonesia, Laos, Malaysia, Myanmar, 
Philippines, Singapore, Thailand and 
Vietnam.

Like many global economies, the ASEAN 
group experiences market volatility 
and increasing levels of financial and 
regulatory complexity.

• In 2018, three ASEAN member 
countries ranked amongst the top 
5 most complex jurisdictions in 
Asia Pacific (APAC) in our Financial 
Complexity Index 2018 (FCI): Vietnam 
(ranked 11th globally), Philippines 
(16th) and Thailand (31st).  

• Compliance requirements are now 
more daunting than ever before. 
As the TMF Group briefing paper 
“5 truths about global compliance” 
reveals, multinational companies 
are faced with an avalanche of new, 
evolving rules and requirements. 
With their resources stretched and 
schedules tight, it is challenging for 
enterprises to keep up with changes 
and to knowingly remain compliant 
with their numerous and varied 
obligations across multiple markets.

As a result, multinational firms need 
to get to grips with a wide range 
of regulations. Foreign Investors 
and incoming businesses must be 
vigilant, since one false step can 
lead to significant and adverse 
financial, reputational and regulatory 
consequences. Expansion plans must be 
structured so that enterprises can focus 
on making the most of opportunities 
and their core business, rather than 
getting bogged down by the details of 
compliance and administration. 

Complexity should not, however, be 
a barrier to opportunity. This white 
paper explores some key compliance 
considerations when companies expand 
to do business in ASEAN including:

• ASEAN potential and the ASEAN 
Economic Community (AEC),

• complexities of compliance 
requirements within ASEAN, and

• critical issues when doing a Mergers 
& Acquisition (M&A). 

By matching the dynamics of ASEAN 
markets with the needs of companies, 
obstacles can be turned into high-
potential growth opportunities.

Venturing into ASEAN with confidence

https://www.tmf-group.com/en/news-insights/publications/2018/financial-complexity-index/
https://www.tmf-group.com/en/news-insights/publications/2018/financial-complexity-index/
https://www.tmf-group.com/en/news-insights/publications/2018/5-truths-about-global-compliance/
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ASEAN: Youth plus growth equals potential

ASEAN has recorded 5.3% average annual real GDP growth since 2000 and has quickly 
become a key hub in Asia. ASEAN attracts investors with dynamic economic trade links, 
young consumer demographics, one of the world’s largest workforces (which is also 
relatively young, with more than half of the population below 30 years of age in 2016), and 
heavy infrastructure investment. 

Innovative trade deals, both globally and within Asia, now link ASEAN with key investors 
across the world, making this region an infrastructure hotspot. Infrastructure investment has 
grown significantly - at a rate of around US$110bn per annum - and is vital to support the 
development of ASEAN’s economy and population. 

ASEAN Economic Community (AEC)

The establishment of the ASEAN Economic Community (AEC) was a major milestone in the 
regional economic integration agenda in ASEAN. Established in 2015, it offers opportunities 
in the form of a huge market of US$2.6 trn and over 622m people. It enables enterprises to 
fully tap into the potential of the region as an integrated and single investment destination. 
It also enables ASEAN, as a single market, to provide an alternative to the previously all-
dominant China. As with ASEAN, if compliance challenges and pain-points can be managed 
efficiently, companies and investors should be able to maximise the opportunities that AEC 
presents.

The AEC envisions ASEAN as a single market and production base characterised by free 
flow of goods, services, and investments, as well as freer flow of capital and skills. Here are 
some of the arising from greater integration: 

• Free flow of capital: Investors can easily transfer funds in and out of the AEC countries 
without delay in freely convertible currency.

• Free flow of skilled labour: The ASEAN Agreement on the Movement of Natural Persons 
(MNP) is a legal framework that eases cross-border movement of movement of people, 
trading goods and services, and engaged-in investment. 

• Free flow of investment: ASEAN increasingly offers a liberal, facilitative, transparent 
and competitive investment environment with protection of cross-border investment 
operations for ASEAN and foreign investors. Protection is provided through the ASEAN 
Comprehensive Investment Agreement (ACIA), which requires host governments to 
commit to various forms of special investment protection, including transparent rules 
and regulations for investors and their investments. 
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In addition, the ASEAN Free Trade Area (AFTA) trade bloc agreement supports local 
manufacturing in all ASEAN countries, aiming to increase ASEAN’s competitive edge as a 
production base in the world market. Low and reduced intra-regional tariffs are offered on all 
manufactured products and processed agricultural products.

However, potential investors and enterprises thinking of doing business in ASEAN need to be 
aware of more than just the opportunities. There are multiple compliance complexities that 
exist within the region, including disparate levels of capital market development, and diverse 
financial regulations (and other rules) in each country. 

ASEAN’s attractiveness to investors has led to the rapid expansion of both Asia-based 
companies and global enterprises in the region. According to TMF Group’s research on all 
ASEAN countries, Malaysia, Philippines and Singapore have received the highest number of 
registered entities since 2013.  

The rise in the number of businesses in ASEAN is matched with a double-digit increase in FDI 
inflow - around 11.5% CAGR since 2005 , with Intra-ASEAN FDI growing rapidly. This further 
highlights the dynamic relationship that now exists between countries within the AEC and 
shows how the wider integration of economic activities within ASEAN has led to a bigger 
upside from Intra-ASEAN trade growth.
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All set for ASEAN? Think again.

While new markets represent new business development opportunities, these are only 
accessible to companies that can manage the ever-growing complexity in the region. 
Companies that can’t track compliance and regulations risk falling out of touch – and into 
trouble. 

For example, enterprises seeking expansion often struggle with the choice of entity type, 
particularly whether an entity or branch makes sense for international operations. To set 
up a presence, the right bank needs to be selected and employment contracts written that 
correctly follow local labour laws. Gauging the time needed for operational readiness is not 
the sole consideration for enterprises: they also need to be deeply informed about the local 
audit threshold.

Complexity of accounting and tax compliance in ASEAN

Enterprises face specific challenges in every different ASEAN market, and the regulatory 
environment and requirements change fast. 

In the TMF Group 2018 FCI report which looks at the world’s nations by complexity of 
financial compliance, three out of the top five most complex jurisdictions in Asia Pacific are 
within ASEAN. 

• Vietnam moved out of the top 10 globally 
(from 5th to 11th place), with a slight easing 
in its complexity.

• Thailand made its first appearance in the 
regional top 5 (thanks more to other nations 
becoming less complex, rather than in 
respond to changes within the country.

• The table below provides a fuller comparison 
of countries in Asia rated as the most 
complex jurisdictions in 2017 and 2018. This 
shows how volatile and fast the regulatory 
environment and requirements can change:

Compliance Trends (2018)
The most important complexity 
issues for an international 
company when setting up in a 
local market:

APAC:
1. Risk of non-compliance 

with local regulations; 
2. Future Impact of 

Technology.

Globally:
1. Risk of non-compliance 

with local regulations; 
2. Tax Compliance; and 

Accounting Complexity

Source: TMF Group 2018 FCI report

2017 2018

Vietnam (5) China (1)

China (7) Vietnam (11)

India (10) India (13)

Pakistan (19) Philippines (16)

Philippines (25) Thailand (31)

M
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Top 5 most complex countries in Asia 
Pacific for accounting and tax compliance 
(Global ranking)

https://www.tmf-group.com/en/news-insights/publications/2018/financial-complexity-index/
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At a glance: Compliance requirements for doing business in ASEAN

Singapore Indonesia Thailand Vietnam Malaysia Philippines

Capital city Singapore Jakarta Bangkok Hanoi Kuala Lumpur Labuan (mid-shore) Manila

Incorporation requirements

Local authority Accounting 
and Corporate 

Regulatory Authority 
(ACRA)

Badan Koordinasi 
Penanaman Modal 

(BKPM)

Department 
of Business 

Development, 
Ministry of 
Commerce

Competent 
Licensing 

Authorities in 
Vietnam

Companies 
Commission of 

Malaysia

Labuan Financial 
Services Authority

Securities 
and Exchange 

Commission (SEC)

Minimum paid up capital US$ 1 US$ 185,000 US$ 1 No The company must 
have a minimum 
of 1 issued share. 
Shares are issued 
without par value

$1 (any foreign 
currency) 

US$ 200,000 (for 
Domestic Market 

Enterprise) 
Php5,000 (for Export 
Market Enterprise)

Common legal structure 
for foreign companies

Private limited 
company  
(Pte. Ltd.)

Perseroan Terbatas 
Penanaman Modal 

Asing 
(PT PMA)

  Private Limited 
Company 

Limited liability 
company  

(LLC) 

Sendirian Berhad 
(SDN BHD)

Limited (Ltd) Corporation 
(subsidiary)

Local registered office 
address required?

Yes Yes Yes Yes Yes Yes Yes

Physical office required? No Yes Yes Yes Yes Yes  
(for trading activity)

No

Require local resident 
director?

Yes Yes No Yes Yes Recommended Yes

Minimum requirement for 
director

1 1 1 1 1 1 5

Minimum requirement for 
shareholder

1 2 3 1 1 1 1 (to fulfil the require-
ment of each incor-

porator (minimum of 
5) and each director 

(minimum of 5) must 
hold at least 1 share 
of stock registered in 

his name)

Minimum requirement for 
corporate secretary

1 No No No 1 1 1

Accounting & reporting 
standards

Singapore 
Accounting 
Standards

Indonesian Financial 
Accounting 
Standards

Thai Financial 
Reporting Standard 

for non publicly 
accountible entities 
(TFRS for NPAEs)

Vietnamese 
Accounting 

Standards (VAS)

Malaysian 
Financial Reporting 
Standards (MFRS)

Any internationally 
accepted 

accounting 
standards

Philippine Financial 
Reporting Standards 

(PFRS) or other 
comprehensive 

accounting 
standards as allowed 

or prescribed by 
regulations

Financial complexity 
index 2018 global ranking  
(1 being the most 
complex)

85 46 31 11 66 N/A 16

Tax implications

Corporate tax rate 17% 25% 20% 20% 24% RM 20,000 or 3% for 
trading activity

30%

VAT rate (or GST) 7% 10% 10% 
(currently reduce 
to 7% until 30 
September 2018)

10% GST is at 0% w.e.f 
1 June 2018. GST 
will be replaced 
by SST at 10% 
(sales tax) and 6% 
(service tax) by 1 
September 2017

N/A 12%

Is Foreign Account Tax 
Compliance Act (FATCA) 
applicable?

Yes Yes Yes Yes Yes Yes Yes

Is Common Reporting 
Standard (CRS) 
applicable?

Yes; calendar year, 
first reporting period 
being 2017

Yes; calendar year, 
first reporting period 
being 2017

No No Yes; calendar year, 
first reporting 
period being 2017

Yes; calendar year, 
first reporting period 
being 2017

No
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Singapore Indonesia Thailand Vietnam Malaysia Philippines

Capital city Singapore Jakarta Bangkok Hanoi Kuala Lumpur Labuan (mid-shore) Manila

On-going obligations

Annual shareholder 
meeting (AGM)

Within 18 months from 
the date of incorporation, 
and subsequently 
once every calendar 
year, within 6 months 
from the financial year 
end (FYE) or within 
15 months from the 
last AGM, whichever is 
earlier.

From 31 Aug 2018, 
new AGM timeline are 
applicable to companies 
with FYE ending on 
or after 31 Aug 2018. 
Listed companies will 
be required to hold AGM 
within 4 months after 
FYE, and for any other 
companies within 6 
months after FYE.

Convened once 
every year and must 
be held no later 
than 6 months after 
the closing of the 
company’s FYE.

Must hold an AGM of 
shareholders once a 
year, within 4 months 
of the FYE. Limited 
liability companies are 
required to submit the 
financial statements 
for approval at the 
AGM which should 
be held within 4 
months from the end 
of the fiscal year. The 
financial statement 
must be submitted 
to the Department 
of Business 
Development, Ministry 
of Commerce within 1 
month from the date 
of approval at the 
general meeting.

Conducted 
once a year, on 
a specified date 
each year or on 
an ad-hoc basis, 
within 4 months 
(can be extended 
to 6 months 
upon a request 
to business 
registrar) from 
the FYE.

A private company 
is not required 
under the 
Companies Act 
2016 to hold an 
AGM. Instead all 
decisions of private 
companies can be 
fully made through 
circular resolutions. 
It is required to file 
an annual return 
with the Companies 
Commission of 
Malaysia within 
30 days of the 
anniversary of its 
incorporation date.

All companies are  
required under the 
Labuan Companies 
Act 1990 to table 
the accounts 
at meeting of 
members, not more 
than 9 months after 
the date to which 
the accounts are 
made up.

According to 
the Corporation 
Code of the 
Philippines, 
shareholders’ 
meetings are 
required to be 
held annually 
on a date 
fixed by the 
by-laws, or on 
any day in April 
determined 
by the board 
of directors or 
trustees.

Annual tax return filing Income earned by a 
Company is taxed on a 
preceding year basis.  
This means that income 
earned in the financial 
year of 2017 will be 
assessed to tax in 2018, 
known as the Year of 
Assessment (YA).  
 
Filing of the tax returns 
will be by 30 November 
for manual submission 
and 15 December for 
e-submission of the YA.

Financial statements 
must be presented 
annually, on a 
comparative basis 
year on year.

The annual corporate 
income tax return 
must be submitted 
at the latest by the 
end of 4th month 
after the FYE.

Within 150 days of the 
close of an accounting 
period, all companies 
are required to file an 
annual income tax 
return on a prescribed 
form which shows 
receipts, expenses, 
net profits and other 
information. An 
audited balance sheet 
and profit and loss 
account for the period 
must accompany the 
return. 

Disclose financial 
statements 
annually. These 
statements 
should be filed 
within 90 days of 
the FYE.

The directors shall 
prepare financial 
statements within 
18 months from 
the date of its 
incorporation and 
subsequently, 
within 6 months 
of its FYE. 
The financial 
statements shall 
be duly audited 
and circulated to 
all shareholders 
within 6 months of 
its FYE. A company 
shall lodge with 
the Registrar of 
Companies for 
each financial 
year the financial 
statements and 
reports required 
under the 
Companies Act 
2016 within 30 days 
from the financial 
statements 
and reports are 
circulated to its 
shareholders. All 
Companies must 
submit their tax 
returns within 7 
months from their 
FYE.

All companies are  
required under the 
Labuan Business 
Activity Tax Act 
1990  to within 3 
months from the 
commencement 
of a year of 
assessment, 
file a statutory 
declaration and a 
tax return to the 
Director General of 
the Inland Revenue 
Board.

A corporation 
must set its 
accounting 
period through 
its by-laws, 
which must 
be used 
consistently. 
Changes to 
the accounting 
period must be 
approved by 
the SEC and the 
BIR 105 days 
following the 
close of each 
taxable year.

Language requirement 
for filing

English Bahasa Thai Vietnamese English / Malay English / Malay English

At a glance: Compliance requirements for doing business in ASEAN (continued..)

Please note the above is not a complete advice, nor should it be construed as such. It is general in nature and for information 
purposes only. Please reach out for more detailed information.
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Regulatory pressure in ASEAN is on the rise

Obligations and regulations weigh heavily on companies operating in Asia, with regulators 
having intensified reporting requirements and moving more aggressively to address 
governance failures. Companies should pay attention to tax and reporting obligations 
including Corporate Income Tax (CIT), Value Added Tax (VAT) or Goods and Services 
Tax (GST), and Withholding Tax (WHT). There are also a host of local and international 
compliance regulations, such as Know Your Customer (KYC) and Foreign Account Tax 
Compliance Act (FATCA), Common Reporting Standards (CRS), Base Erosion and Profit 
Shifting (BEPS), Anti-Money Laundering (AML) and Transfer Pricing (TP).

In May 2016, almost two-thirds of Asian countries introduced, or were planning to introduce, 
the Country by Country (CbC) reporting with Master file and Local File. The region has also 
adopted the OECD’s Common Reporting Standard (CRS), and 2018 has already seen many 
countries, including Singapore, Indonesia and Malaysia, join the “early adopters” in the 
automatic exchange of information between participating jurisdictions. 

CRS is one of the initiatives businesses must keep an eye on. Not every financial institution 
is required to comply with CRS reporting. Another significant lesson learned by the early 
adopters is that CRS and FATCA are confusingly similar. Meanwhile, each ASEAN market 
under CRS has different deadlines based on their local legislation. 

Non-compliance can be serious and have wide-reaching implications. In addition to 
official sanctions (including fines and prison sentences), the ASEAN press are paying more 
attention to companies that fail to comply. The consequences for a company with negative 
press coverage can include loss of investors, decreased share price value, and weakened 
capital-raising powers. Reputation – which may have taken years and decades to build – 
can be destroyed in days and weeks. 

Though with every intention to stay compliant, companies are trying hard to catch up with 
the fast-paced world of regulations and compliance in Asia. As revealed in TMF Group’s 
research, 67% of companies consider that changes in regulatory requirements will result in 
significant challenges to their compliance processes. These challenges include the lack of 
adequate knowledge to manage legal, tax and regulatory requirements; the cyclical nature 
of reporting and consolidation; the significant time spent on non-core low value activities; 
and the difficulty working with service providers who lack the required expertise. To combat 
these potential issues, it’s crucial that newcomers to ASEAN partner with a professional 
service provider who has both global reach and access to local expertise.

So, what does the future hold for the compliance landscape? It is unlikely to get any simpler. 
In an era of rapid digital transformation, adoption of regulatory technology (RegTech) will 
increase. Regulatory tasks will be increasingly taken off humans’ hands and handled by 
artificial intelligence-trained software.
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Compliance – key to tapping into opportunities in ASEAN

Despite these factors, potential complexity and compliance challenges should not be a 
deterrent to enterprises aspiring to do business in ASEAN countries. The key to success is 
for businesses to translate their operating model to fit local market conditions, and to reduce 
complexity and friction. While each country is different, companies should be bold and 
venture further.

To navigate the complexities, it is no surprise that demand for Compliance Officers and 
Managed Service Providers (MSPs) is on the rise, especially for Accounting & Tax (A&T) 
and Corporate Secretarial (CoSec) areas. Failure to adhere to local regulations can hinder 
expansion plans and damage brand reputation. 

By using the right advisor and partner, companies can have their pain-points managed 
efficiently and be more successful by championing modern, transparent, efficient 
management principles and systems. Companies and investors can also focus on the core 
activity and capitalise on the opportunities presented in the region. That is why it is essential 
to select a partner that monitors and understands changes in local rules and regulations, 
particularly compliance.

Managing carve outs: merger and acquisitions (M&A) in ASEAN

Between 2010 and 2016, a total of 383 M&A deals - valued at US$87bn - were completed in 
ASEAN. Deal activities took place across a wide spectrum of industry sectors and countries, 
with mergers usually taking place between large MNCs. 

M&A involves multiple elements including A&T, HR and payroll, structure, regulation and 
compliance, to make sure the newly created company can operate as an independent 
institution. Businesses often find that acquisitions take them into new markets without any 
back office function, transition agreement and infrastructure in place that tie back to the 
company HQ processes. They have to juggle management of assets and stock purchases, as 
well as accounting, with tax, HR and legal implications.

Even when dealing with real estate as a transferable asset – do [businesses] need an expert? 
Any given country could have a particular way of moving real estate, and [they] need to make sure 

[they] cover that. Carve outs are truly a multidisciplinary undertaking.

Claudia Poernig, 
Managing Director of DLA Piper’s International Corporate Reorganization practice
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These deal elements are often time critical and costly, which can put an unexpected strain 
on internal resources. The heavy lifting is therefore often best outsourced to a compliance 
partner.

The increased number of M&A deals across the region has led Asian countries towards 
adopting a similar system to that used by the OECD. BEPS Action Plan implemented by 
the OECD has radically altered the tax environment for cross-border M&As. It enhances 
transparency through increased reporting requirements as well as exchange of information 
between tax authorities. This new strategy, implemented by Asian governments to target tax 
optimisation strategies, poses a challenge to corporations, as it means conventional M&A 
approaches to achieving tax efficiencies need to be re-considered. 

MNCs working on an expansion or M&A deal often struggle with whether or not they 
should seek external compliance help. Unlike small organisations, which often lack internal 
resources for compliance, MNCs may have the ability to manage compliance internally. 
Regardless, many MNCs choose to outsource to service providers given the high costs of 
such in-house compliance teams. 

What are the major obligations in M&A deals?

• Buyers prefers a separate balance sheet 
that only covers the business unit they 
intend to buy. 

• The balance sheet will include a profit 
and loss account, as well as details of 
assets that will be sold together with the 
business unit. 

• Make sure the M&A deal will be conducted 
in the most tax-efficient way, so as to 
avoid triggering any tax or, at least, keep it 
to a minimum.

• Newly-formed companies are required to 
possess licenses for certain industries, 
such as pharmaceutical and insurance. 

• To comply with BEPS, MNCs should 
review their approach to various areas - 
from pre-deal structuring, due diligence, 
pricing, acquisition structure, holding and 
repatriation to divestures.

Accounting and Tax 
(A&T):

Regulation and Compliance 
(CoSec)
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For any business looking to turn challenges into opportunities, it is vital to harness the 
power of outsourcing experts to gain access to best practice skills and experience, and 
to find an M&A compliance partner with in-depth knowledge of all markets. Not only does 
outsourcing enable you to fulfill your potential in ASEAN, but it can also save you money and 
other resources – while protecting your reputation. 

However, beware of the fragmented Managed Service Provider (MSP) market. Our experience 
tells us that service providers in smaller jurisdictions are often boutique, growing companies 
that are unable to provide the knowledge and expertise needed to provide a comprehensive 
compliance service across multiple jurisdictions. Furthermore, lack of continuity between 
MSPs can prove difficult, resulting in inconsistent standards. Providers use their own 
proprietary processes and documentation, which can deliver varying results. The central 
compliance function may subsequently struggle when reviewing and acting on or across 
jurisdictions. Worse still, business enterprises partnering with multiple suppliers may expose 
themselves to a higher risk of data protection. That is one reason why multinationals find 
it far easier to work with a single provider who has the platform, internal standardised 
processes and people to deal with multiple tax portals and tax authorities.



Be bold, and prepare for success

Here are three important considerations businesses should make when seeking out 
prospective compliance partners: 

By ensuring that newcomers have a clear overview of the variables and fully understand the 
most up-to-date compliance regulations, TMF Group enables businesses to navigate the 
challenges – and opportunities - that ASEAN presents, guiding them to achieve success and 
gain competitive advantage.
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1 2 3
Does the partner have in-
country personnel to ensure 
smooth running operations?

Does the partner have 
experience in that local 
regulatory environment? 

Does the partner ensure 
global supervision of all the 
work in process?
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About TMF Group

TMF Group helps its clients operate internationally and ‘belong’ 
wherever they are in the world. We do this by making sure they 
are properly set up to do business in any country and compliant 
with local and international regulations.

We firmly believe that the only way to be truly ‘global’ is to put 
local first, which is what our team of 7,000 in-country experts 
do for businesses of all sizes, every day.

Considering doing business in ASEAN countries? 

Request a country profile here

Or 

Simply ask us a question at www.tmf-group.com/enquiry

[Disclaimer]

i Source: ‘A journey towards regional economic integration: 1967-2017’ ASEAN Secretariat
ii Source: ‘ASEAN Economic Integration Brief’ ASEAN Secretariat
iii Source: ‘Rediscover ASEAN: A growth story of 10 countries’ Ernst and Young 
iv Source: ‘Rediscover ASEAN: A growth story of 10 countries’ Ernst and Young
v Source: ‘Rediscover ASEAN: A growth story of 10 countries’ Ernst and Young

Other Sources:

http://deloitte.wsj.com/riskandcompliance/2013/11/20/compliance-outsourcing
-weighing-the-risks-and-opportunities/

www.ASEAN.org

http://www.tmf-group.com/en/contact-us/request-a-country-profile/ 
http://www.tmf-group.com/enquiry
http://deloitte.wsj.com/riskandcompliance/2013/11/20/compliance-outsourcing-weighing-the-risks-and-opportunities/
http://deloitte.wsj.com/riskandcompliance/2013/11/20/compliance-outsourcing-weighing-the-risks-and-opportunities/
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