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The evolution of corporate finance
and digital economy

The Internet of Things, Artificial Intelligence and Distributed Ledger
Technology are some of the innovative technologies that are changing
the way industries around the globe operate. Consequently,
businesses are complying with the fourth industrial revolution by
investing into modern technologies that can facilitate their operations
whilst reducing the organisation’s costs.

Nowadays, most organisations are adopting a customer-driven business strategy, which is based on
the ever-changing customer needs and wants. As a result, businesses must increase their operations’
flexibility in order to be able to cope with such changes. For instance, the Internet of Things, entails the
connection of physical objects to the Internet, and this feature is being used by organisations to collect
real-time data during operations. Furthermore, employees make use of the empirical data collected to
establish machine learning algorithms to aid other technologies to be able to develop Artificial
Intelligence and take human-like decisions.

Additionally, the data collected can be used to estimate the costs involved in scaling the production of
an organisation. Nonetheless, this will then affect machine maintenance estimations which will
ultimately benefit the organisation due to the minimisation of unproductive/down times. By investing
into these technologies, organisations would be ultimately satisfying clients’ needs, leading to an
increase in sales and overall profitability of the organisation.

Similarly, within the financial industry, organisations are also reaping the benefits from making use of
both ‘Artificial Intelligence’ and ‘Internet of Things’. The former is used by companies to reduce the risk
of fraud and cyberattacks within the organisation whilst the latter is often used for customer and
financial market data collection.
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Likewise, Distributed Ledger Technology is another innovative technology that is significantly changing
the manner in which organisations operate. By using a peer-to-peer network, technologies such as
Blockchain, are able to eliminate the use of third parties since peers can perform transactions directly
with each other. Furthermore, since Blockchain is a form of Distributed Ledger Technology, it can be
used as an efficient data storage system due to its simultaneous data entry into all nodes within the
network. Nevertheless, when using Blockchain, users must be aware that they would be shifting to a
decentralised network, hereby allowing the authority for information to be shared within all the nodes in
the network instead of one centralised authority.

When weighing up the benefits gained through the use of blockchain, it would be worthwhile to note the
dramatic spike in terms of the increase in popularity. As indicated by the real-time market data shown
below, the total number of blockchain transactions has increased by around a 100 million per year
since 2016.
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Although there has been an increase in transactions, it does not necessarily mean that more people are
using blockchain. The chart below depicts the increase in blockchain wallet users, which is more
representative of the amount of people which are making use of the technology.
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Amongst its various uses in the financial industry, distributed ledger technologies can also be used to
benefit the corporate governance of an organisation. Transparency between the company and its
stakeholders is one of the key factors that is enticing organisations to integrate the technology into
their Corporate Governance systems. By having access to this technology, stakeholders can view
company information on a real-time basis, making it easier for them to understand the company’s
financial situation whilst enhancing fraud detection.

Furthermore, blockchain technology can also provide shareholders with a digital identity that can be
used as a means for performing transactions on a remote basis. Moreover, such digital identities also
benefit shareholder voting by eliminating errors during distribution of ballots and reducing
shareholders’ reliance on proxy voting.

Similarly, companies can adopt distributed ledger technologies to assist them in their capital market
operations. Without the use of blockchain, transactions must go through several intermediaries and
thus, reconciliation and duplication of data is required on a constant basis. However, since blockchain
operates through a decentralised ledger, data is updated on a real-time basis and companies can save
on administration costs since reconciliation would not be required, thus eliminating unnecessary

bureaucracy.
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Additionally, through the use of smart contracts, trust between parties can be established since the
parties would be required to verify their holdings beforehand. When all the pre-determined conditions
are met, computer codes are used to complete the transaction. In this way, transactions are completed
in an efficient manner, without the unnecessary need of intermediaries whilst also being completely
transparent. In fact, due to the reduction in transaction time, technologies such as blockchain will allow
users an easier access to trades, thus improving the overall liquidity of the company’s investments.
Furthermore, blockchain can help parties to trace the ownership history of their investments, ensuring
that they are not involved in any previous criminal activities.

Nonetheless, despite all the benefits companies could gain by implementing blockchain technology into
their capital market systems, there are still some factors that prevent organisations from doing so. Since
distributed ledger technology is still relatively new and still being introduced as a day-to-day
technology use, it requires certain developers and technicians to operate properly and therefore, it may
still be too expensive for certain entities to apply this technology as a normal practice for their
operations. Moreover, companies can only conduct transactions through blockchain with parties using
the same platform. Otherwise, they must revert to their old system, forcing the company to run two
systems simultaneously. Scalability is another barrier that may avert the incorporation of blockchain
since the more transactions being performed concurrently, the more time needed for a transaction to
be completed.

Albeit, if companies decide to use distributed ledger technologies within Maltese territory, they must follow three types of
legislation. Firstly, the ‘Malta Digital Innovation Authority Act’ indicates the regulation that the ‘Malta Digital Innovation
Authority” must follow for it to regulate the industry effectively. Moreover, organisations must then adhere to the
regulations issued by such authority to be able to operate within the local market. Secondly, if organisations intend to
use either ‘Innovative Technology Services’ or ‘Innovative Technology Arrangements’ within their operations, such as
smart contracts, they must follow the ‘Innovative Technology Arrangements and Services Act’. Lastly, to exchange
cryptocurrencies and use blockchain to manage their portfolios, organisations must follow the “Virtual Financial Asset Act’
and ensure that transactions are complying with this regulation.
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Grant Thornton International

Grant Thornton Malta is a member firm of Grant Thornton
International

Grant Thornton International Ltd is a not-for-profit, non-practising, international umbrella membership
entity. It is organised as a private company limited by guarantee, not having a share capital,
incorporated in England and Wales and does not provide services to clients. Services are delivered
independently by the Grant Thornton firms.

Grant Thornton International is an organisation of independently owned and managed accounting and
consulting firms. Each member firm within Grant Thornton International is a separate national firm.
These firms are not members of one international partnership or otherwise legal partners with each
other, nor does membership within Grant Thornton International thereby make any firm responsible for
the services or activities of any other. Each firm governs itself and handles its administrative matters on
a local basis. Most of the member firms carry the Grant Thornton name, either exclusively or in their
national practice names, facilitated by a name use agreement.

At 31 December 2020 Grant Thornton had more than 58,000 people in its member firms represented in
138 countries. Global revenues amounted to USS 5.76 billion.

Europe
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42 countries
16,700+ people S , (L
; 11 countries
Middle East 1,200+ people
9 countries g

38 countries ) v 900+ people
17,600+ people s

Americas

Africa

20 countries
3,300+ people

Asia Pacific

18 countries
18,200+ people

Our distinctive client
experience sets us apart

USD5.76bn 58,000+ 750+ 138

(2020 revenue)  people offices  countries
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Grant Thornton Malta

Global team, local feel

Founded in 1975, the Malta firm became a Grant Thornton

member in 1991. We truly

believe that the service we offer is

personal and of top quality, one that will make a significant
contribution to your business. We have an instinct to help people
achieve their ambitions.

From new start-ups or small businesses to large enterprises
and public institutions, our clients look to us for objective and
impartial support on how their business is performing and how
they can achieve their business goals.

When you choose Grant Thornton as
your partner and service provider, you
will discover what so many companies
and organisations have already
discovered - the power of enthusiasm
and certainty.

We are successful because of our
people and because we bring to bear
for our clients all that our global firm
has to offer. We are a leader in the
global marketplace and among the top
audit and advisory firms in Malta. Our
continued rapid growth is a testament
to the assurance our clients experience
every day.

Building on more than 40 years of
experience, Grant Thornton combines
the international reach, depth and
expertise of the global brand with the
personal attention, value for money,
focus and relationship approach of
the local team. It is how we keep you
moving forward. Initiative you can rely
on and knowledge you can trust.

We know that by applying our
professional, yet personal business
philosophy we will retain the trust and
loyalty of our clients, our staff and the
wider community. In an increasingly
complex and rapidly changing world,
it’s time to take the lead with Grant
Thornton and unleash your potential
for growth.
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Our service lines

To achieve their ambitions,
hundreds of dynamic organisations in every
industry call on our independent assurance,
tax and advisory services.

Audit and assurance

+ financial statement audits

+ financial statement reviews

+ financial statement
compilations

+ reporting on controls ata
service organisation

« IFRS

+ audit quality monitoring

¢ global audit technology

+ systems and risk assurance

Business risk services

+ special attestation services

+ internal audit

+ risk management and
internal controls consulting

+ governance and risk
management

* regulatory services

+ risk modelling services

+ forensic and investigation

Business consulting services

+ general business
consulting

+ business planning and
performance improvement

+ change and program
management

+ business intelligence and
analytics

* business valuation and
litigation support

+ business process
outsourcing and consulting

Transaction services

+ mergers and acquisitions

+ capital markets, including
Prospects and WSM

*+ project financing

+ due diligence

+ valuations

+ foreign direct investment

Recovery and

reorganisation

+ operational and financial
restructuring and
reorganisation

* recovery

IT and Technology

+ IT business consultancy

+ technology implementation
* blockchain technology

+ fintech consultancy

+ cyber security consultancy

Tax and regulatory

+ directinternational tax

+ global mobility services

+ indirect tax advisory

+ transfer pricing

+ estate planning

+ wealth advisory

+ FATCA/CRS advisory and
compliance

 IRS qualified intermediary
advisory and compliance

+ regulatory and legal

+ corporate services

+ ship and aircraft
registration

+ company formation

 financial regulatory
services

+ trust and fiduciary services

Outsourcing

bookkeeping and financiall
accounting

payroll and personnel
administration

direct and indirect tax compliance
human resources

compilation of financial statements
business process outsourcing
including back office and secretarial
consulting and processing
engagements

family business consulting

Economic advisory services

economic impact assessments
cost-benefit analyses

cost effectiveness analyses

value for money analyses

public private partnership advisory
public procurement advisory
advocacy reporting

evaluations of projects, policies and
programmes

strategy development

product development costing and
determination of pricing strategies
market research

survey design, collection and
analyses

ad-hoc engagements

Quantitative risk advisory

« ICAAP & ILAAP

» capital requirements

* ALM & Actuarial ALM

+ stress testing (BASEL Il /
SOLVENCY 1)

* independence reviews

+ credit risk

* interest rate risk

+ price risk (hedging)

« foreign exchange risk

» data mining

» data science

» Tableau dashboard

+ data management

* statistics and data
analytics

« remediation and anti-
money laundering

* tool kit using research
techniques

Other services

» assistance with EU and
local funding

* marketing and
communications
consultancy

* brand development

* human resource
consultancy
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Contacts

Mark Bugeja

Managing partner
Partner | Assurance

T +356 9943 7890

E mark.bugejo@mt.gt.com

Austin Demajo

Partner

Tax

T +356 9943 7891

E austin.demajo@mt.gt.com

Wayne Pisani

Partner

Tax and regulatory

T +356 9942 3263

E wayne.pisani@mt.gt.com

Joseph Pullicino
Partner | IT, business risk
& Outsourcing

T +356 9949 9660

E joe.pullicino@mt.gt.com

George Vella

Partner

Advisory

T +356 9982 3402

E george.vella@mt.gt.com

Oriana Abela
Partner

Capital markets
T +356 7961 7141

E oriana.abela@mt.gt.com

Sharon Causon

Partner

Audit and assurance

T +356 9985 2619

E sharon.causon@mt.gt.com

Chris Farrugia

Partner

Information technology

T +356 9982 9636

E chris.farrugio@mt.gt.com

Alex Brincat

Director

Audit and assurance

T +356 7925 3947

E alex.brincat@mt.gt.com

Michael Agius

Associate Director

Tax services

T +356 9999 7891

E michael.agius@mt.gt.com

Russell Camilleri

Associate Director

Accounts and tax

T +356 7990 2975

E russell.camilleri@mt.gt.com

Michael Mifsud

Associate Director

People and culture

T +356 9999 0055

E michael.mifsud@mt.gt.com
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Grant Thornton
Fort Business Centre, Level 2
Trig I-Intornjatur, Zone 1

Central Business District

Birkirkara CBD1050,
Malta

T +356 2093 1000
E grantthornton@gt.mt.com
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