Members of MGI Asia

including those in the accounting and auditing
world, will continue. It is important, now more
than ever, for accountants and auditors to
embrace these changes, and, like businesses,
adapt to stay relevant.

I hope that you are all enjoying a great start to
the New Year.
Newly elected leaders from US and UK wasted
little time in delivering on their early promises
and stated goals. People vote for change when
there is a disconnect between them and the
current state of economic and political affairs, be
it the cost of living, immigration policies or the
removal of protectionist barriers in favour of free
trade agreements. It is one thing to reject the
status quo, but another to be able to develop and
deliver a long-term, sustainable plan.

Imran Assan
Area Leader – Asia

Turning to the UK referendum, the anti-EU
campaign relied on the hype of trade deals to be
struck with other countries outside the European
bloc, and this was done by getting the masses to
take the cue from a US candidate’s campaign on
putting America first. One cannot help but
wonder how both outcomes can be achieved
concurrently, and whether we are already looking
at a stalemate even before the negotiations
begin.

BLOCK THE DATES - MGI MEETINGS
2017
Australasian Area Meeting
06 - 07 April 2017
Adelaide, South Australia

Businesses must be able to adapt in light of the
changing
face
of
globalisation
(or
deglobalisation, depending on your point of
view). Our profession is no different. A recent
study revealed that accountants and auditors are
among the most at risk when it comes to the
threat of being replaced by robots or computers.
Yet, those of us in practice long enough can
confirm that the role of the auditor has evolved in
response to technological changes.

North America Area Meeting
18-19 May 2017
Scottsdale, Arizona, USA
REGISTER HERE

Latin America Area Meeting
24-26 May 2017
Guatemala City
REGISTER HERE

The changing, or rather divergent, world order
will likely have an impact on the attempt to
converge accounting and auditing standards.
Much has been said previously about the focus
on audit quality and how MGI Worldwide itself
will carry out quality control reviews on its
members. Audit quality does not improve by
chance. It is only through a change in mindset,
sufficient investment in training and a steadfast
commitment to improve that will bring about any
form of positive change to audit quality.

Asia Area Meeting
4-5 August 2017
Bangalore, India
Global AGM
18-20 October 2017
Frankfurt, Germany

There is already a wealth of information in the
MGI Global website to get you started on your
road to audit quality. The changes in the world,
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MGI ASIA MEMBER NEWS

MGI Asia members produce specialist
accountancy services flyer

Congratulations

To promote our services globally we have produced a
simple but effective tool to reinforce our international
credentials in the local marketplace - highlighting to
any existing or future clients the far reach of the MGI
Asia network.

to Young Ham,
Pallavi Dinodia and Kenneth Chau & Co
for your achievements
Young Ham of MGI Hanmi, Korea was appointed by
the Minister of Education as an
independent board member.
KTCU is a teacher’s pension
fund managing $30 billion of
funds.
Young will attend monthly meetings and assist in the
decision making process of managing the assets of
the pension fund
Pallavi Dinodia partner at S R Dinodia & Co, from
our member firm in Delhi, India has been listed in the
2nd edition of Women in Tax Leaders publication by
the International Tax Review

The flyer can be used electronically as part of an
email, as a handout when talking with clients or
simply as an addition to your own firm's brochure as
an insert. It is specifically geared for clients with an
existing international operation or those considering
expanding into a new market across the Asia region.

Kenneth Chau & Co. obtained Social Capital
Builder Logo Award for their contribution to the
development of social capital in Hong Kong.

You can access the flyer HERE

The biennial Social Capital Builder (SCB) Award
Presentation Ceremony was held on January 6, 2017.
The Chief Secretary for Administration, Mrs Carrie
Lam Cheng Yuet-ngor, GBM, GBS, JP, was the guest
of honour

MGI GLOBAL NEWS
MGI is growing
2 new members have joined MGI in the first 3 months
of the year. Shoaa Mohammed Al Mansouri for
Accounting and Auditing (SMA) of Qatar joined us in
January. This firm provides a range of accounting,
auditing and tax consulting services including new
business consulting and feasibility studies. The firm
formed in 2008 is based in the capital Doha
MGI recruited a firm from the Republic of El Salvador,
an important financial hub of Central America. Avelar
& Asociados S.A. de C.V. is a 3-Partner firm providing
a range of audit, tax and consultancy services.
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M&A Marketplace

How to be more proactive in your MGI
Marketing webinar organised 9 February

We have launched the MGI Worldwide M&A
Marketplace. Here, any member of MGI Worldwide or
Mint Alliance can post and respond to Merger and
Acquisition opportunities. This is a public forum - the
idea is to give the greatest possible global coverage
to your clients' merger and acquisition needs.

MGI Global organised a webinar for members to learn
how they can leverage more from their MGI
membership by doing “something extra” as part of
their firm’s local marketing effort to gain advantage in
their local marketplace. Those choosing to take that
“next step”, are helped to better understand what the
possibilities are and how they can get involved.
You
can
watch
the
webinar
http://www.mgiworld.com/members-area/knowledgehub/webinars

Anyone in an MGI Worldwide or Mint Alliance
member firm can post opportunities. All you need to
do is go to the forum and sign up. There is a very
simple approval process, to make sure only our
members can sign up. Then you can post, comment,
send private messages to other members and so on.
You will also receive a weekly digest of new
opportunities.

MGI Australasia launches
business benchmarking tool

an

online

Named My Catalyst, the online tool lets clients see in
real time how their business is performing against
others in New Zealand & Australia. The software
provides feedback to business owner’s in
fundamental areas such as growth, innovation, exit
and succession planning, and financial performance.
Users also get a downloadable 'traffic light' report with
suggestions on how to improve.
Please go to http://www.mgiaust.com/ for more details

PROFESSIONAL
NEWS
AROUND THE WORLD

To make this innovative project a success, we need
you to use it - post new opportunities, browse the
ones that are there and tell your clients about it too!

FROM

Framework for Audit Quality
The IAASB developed its publication, A Framework
for Audit Quality: Key Elements that Create an
Environment for Audit Quality, which describes in a
holistic manner the different elements that create the
environment for audit quality at the engagement, firm,
and national levels, as well as relevant interactions
and contextual factors.
The objectives of the Framework for Audit Quality
include:
 Raising awareness of the key elements of audit
quality;
 Encouraging key stakeholders to explore ways to
improve audit quality; and
 Facilitating
greater
dialogue
between
key
stakeholders on the topic
https://www.ifac.org/publicationsresources/framework-audit-quality-key-elementscreate-environment-audit-quality

Global IFRS Experts from MGI Worldwide
publish paper on IFRS 9
A new whitepaper has been released by the MGI
Worldwide Global IFRS Practice Group
The paper offers useful information on the impending
introduction of changes to the International
Accounting Standards Board (IASB) IFRS 9 Financial instruments. It also details the relevance of
this shift in policy for all corporations.
Coming into force from January 1st 2018, this
whitepaper is therefore the perfect tool for MGI
Worldwide members to make all necessary
preparations ahead of this change.

Source: IFAC website
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IIRC seeks feedback on integrated
reporting implementation
The International Integrated Reporting Council is
conducting a two-month comment period to
encourage feedback on the implementation of the
International <IR> Framework. Feedback is being
sought from those involved with preparing integrated
reports, providers of financial capital and other users
of integrated reports, as well as policy makers,
regulators, standard setters, assurance providers and
academics.

The IESBA is targeting December 2017 for
completion of this work to restructure and strengthen
the Code. The restructured Code, which will be
renamed International Code of Ethics for Professional
Accountants (including International Independence
Standards), will contain significant new requirements
and revised provisions that the IESBA has already
finalized, including:
 A greater emphasis on compliance with the
fundamental principles in the Code;
 Clarified and strengthened provisions regarding
application of the conceptual framework, including
safeguards;
 A strengthened partner rotation regime for audits
of public interest entities;
 Provisions
addressing
accountants’
responsibilities regarding NOCLAR;
 More comprehensive provisions addressing
PAIBs’ responsibilities when preparing or
presenting information; and
 New requirements and guidance for PAIBs
regarding pressure to breach the fundamental
principles.

The insight gathered will inform the work of the IIRC
to ensure we are responding to market needs for
guidance and research. The feedback will also inform
other aspects of the IIRC’s work including strategy
development, policy efforts and <IR> Network
activities.
The IIRC also plans to convene focus groups around
the world, in Australia, India, Italy, Japan, the
Netherlands, Malaysia, Singapore, Spain, the United
Kingdom and the United States, with other locations
to be announced later. The IIRC is asking for
feedback by April 30, 2017.
Source: Accountant Today

Code
of
Ethics
accountants

for

Clarify the applicability of PAIB provisions to
professional accountants in public practice
(Applicability ED).

professional

The Ethics Board invites all stakeholders to comment
on the EDs. To access the EDs and submit a
comment, visit the Ethics Board’s website
at www.ethicsboard.org/restructured-code.
Comments on Safeguards ED-2 and the Applicability
ED are requested by April 25, 2017. Comments on
Structure ED-2 are requested by May 25, 2017.

The International Ethics Standards Board for
Accountants® (IESBA®, the Ethics Board) announced
completion of the major first phase of its strategic
project to restructure its Code of Ethics for
Professional Accountants™ (the Code). In addition, it
also released new proposals that will enhance and
complete the fully restructured Code with
strengthened ethics requirements for accountants.
The IESBA’s overall restructuring efforts are intended
to result in a Code that is more understandable and
easier to use, thereby facilitating its adoption and
effective implementation globally.
The IESBA now enters the final stage of this project.
Comprised of three Exposure Drafts (EDs), this final
stage sets out new proposals that:
 Restructure select sections of the Code, including
recently
finalized
provisions
addressing
accountants’ response to non-compliance with
laws and regulations (NOCLAR), long association
of audit firm personnel with an audit or assurance
client, and ethical issues that professional
accountants in business (PAIBs) often face
(Structure ED-2);
 Revise the safeguards-related provisions in the
independence sections of the Code pertaining to
non-assurance services provided to audit and
other assurance clients (Safeguards ED-2); and

Source: IFAC website

IFAC Global Survey Reflects Growing
Accountancy Talent and Technology
Challenges
Accountants working in small- and medium-sized
practices (SMPs) around the world are facing
heightened staffing challenges, according to the
latest IFAC Global SMP Survey results. While
attracting new clients, keeping up with new
regulations/standards, and pressure to lower fees
remained key challenges faced by SMPs, attracting
new/retaining existing staff made the top four
challenges for the first time since the survey was
conducted in 2011.
Additionally, the anticipated impact of technology
developments over the next five years increased
substantially in 2016 over 2015. Staying current with
new hardware and software, as well as moving to the
cloud, topped the list of technology challenges.
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Despite these challenges, SMPs’ future performance
expectations increased slightly from a year ago in
three of the four service areas, with the exception of
tax. Growth is expected to be driven by
advisory/consulting services, along with accounting,
compilation,
and
other
non-assurance/related
services, with 45% and 44%, respectively, predicting
fee revenue increases in these areas in 2017.

Audit Quality Milestone for ASEAN
The audit regulators of Malaysia, Indonesia, Singapore and
Thailand have agreed with the Big Four to reduce the
number of audits with inspection findings by at least 25%.
This commitment is in line with the initiative of the
International Forum of Independent Audit Regulators
(IFIAR) launched in March 2016 to reduce audit inspection
findings globally

“The ever-increasing pace of technological change
represents both a challenge and opportunity for
SMPs,” said IFAC CEO Fayez Choudhury. “As trusted
business advisors to small- and medium-sized entities
or SMEs, a sector critical to global economic stability
and growth, SMPs need to consider how they can
best leverage technological advances to reduce costs
and offer value-added services to meet clients’
changing demands and expectations. In addition,
SMPs that keep pace with developments in
technology are likely to do better in attracting,
retaining, and nurturing talent.”

The progress towards this goal will be monitored and
measured at a national level by the respective
members on an ongoing basis.

Singapore proposes changes to various
legislations
Singapore’s Ministry of Finance (“MOF”) and the
Accounting Corporate Regulatory Authority (“ACRA”)
have proposed changes to various legislations,
including the Companies Act, the Limited Liability
Partnerships Act and the Accountants Act. Some of
these changes will take place with effect from 31
March 2017. MOF and ACRA advised that these
changes are intended to reduce the regulatory burden
on business entities, enhance their transparency and
improve the ease of doing business.

Additional key findings from the survey include:
SMPs recognize the value of offering business
advisory and consultancy services.
 A significant majority of respondents provide
some form of advisory services, with corporate
advisory (48%), management accounting (46%),
and human resource/employment regulations
(30%) being the most common.
SMEs continued to be challenged by economic
uncertainty and rising costs.
 Consistent with 2015, the top challenges facing
SME clients were economic uncertainty and rising
costs (with 61% and 59%, respectively, rating
these as a high or very high challenge).
SMP performance in 2016 improved slightly over
2015.
 In 2016, 30% or more of SMPs reported
moderate or substantial increases in fee revenue
across services areas, compared to 27% or more
in 2015.

Some of the key changes include the following:






Some regions, countries, and larger SMPs were not
well represented in the survey results; caution should
be exercised when attempting to generalize survey
results to specific countries or regions, or SMPs of all
sizes.



See the full results, including breakdowns by region
and size of practice, and subscribe to receive SMP
updates, on the IFAC website: www.ifac.org/SMP.







Source: IFAC website

Require companies and LLPs to maintain
registers of beneficial at prescribed places. This
will not apply to listed companies and Singapore
financial institutions.
Require liquidators to retain records of wound up
companies and LLPs for five years instead of the
current two.
Void the issuance and transfer of bearer shares
and share warrants by foreign companies
registered in Singapore.
Require
nominee
directors
to
disclose
their nominee status and nominators to their
companies.
Require foreign companies registered in
Singapore to maintain public registers containing
information on their shareholders and registers of
beneficial owners.
Exempt all private companies from holding AGMs,
subject to specified safeguards.
Remove legal requirement for companies and
LLPs to use common seals.
Introduce inward re-domiciliation regime to allow
foreign corporate entities to transfer their
registration to Singapore.

For details of the changes
https://www.acra.gov.sg/CA_2017/
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please

visit

recruit them fast enough, then that results in lost
opportunities. Recognize that each day a key position
remains unfilled is another day without revenue
coming in the door.

TIPS & HELP

2. Monitor the state of your workforce
Task someone in your firm with accountability for your
overall workforce as well as the skills to assess your
talent. That individual should “own” workforce and
succession planning, monitor key metrics such as
retention rates, rate of retirements, as well as
potential pipelines of new talent for all areas of your
business. Responsibilities also need to include
monitoring the rewards structure to be sure it is
competitive. This position can be in operations, HR,
finance or a firm leader.

Recruiting and retaining experienced
accounting professionals in 2017
BY JAMES O’ MALLEY

Recruiting experienced professionals has long been
the Achilles heel for most accounting firms. Keeping
them can be equally agonizing, with overall industry
turnover rates as high as 15 to 20 percent.

3. Hire the right recruiters
Ensure that your recruiters are capable of assessing
the technical qualifications and cultural fit of the
individuals they recruit. It is absolutely critical that
those who lead the recruitment function have the right
people in place—with the right training—to do their
jobs. Too often, rookie recruiters tasked with sourcing
critical roles actually have little idea of what those jobs
entail. If you can't hire or find the right resources,
consider partnering with a recruiting consultant with
an expertise in your profession.

Many of the largest firms have compensated by
building large campus recruiting machines, but within
the last two decades, even these big firms have
struggled to grow and develop their own fast enough
to keep pace with growth opportunities in the market.
The smaller firms, which are representative of the
vast majority of public accounting, are also being
profoundly impacted and, for all firms, the inability to
hire experienced professionals is further exaggerated
when it’s time for succession and no one is ready to
take over!
Succession is important, particularly for the future of
any firm, but what about the present? The dearth of
experienced professionals has certainly contributed to
the problems of succession, but frankly larger and
more immediate problems loom when the clear
majority of public accountancy firms can’t:
● Compete for existing work due to lack of
experienced staff;
● Execute on existing work, due to shortages of
experienced staff or staff departing for other firms or
the private sector;
● Perform the quality of work their clients should
expect due to errors in work and missed deadlines
Sound familiar? If so, what can you do about it?

How Do You Know It’s Working?
It’s often said that if you cannot measure something,
you cannot improve it. Recruitment (as a subset of
HR) has admittedly long lagged behind other
functions in establishing meaningful performance
metrics. Today, there is a shift in thinking. While
metrics may help you evaluate the efficiency of your
recruitment function, that’s about it. What you really
need to know is whether the work you do in recruiting
talent is materially raising the bar on the quality of
people joining your organization. That metric—and
the one that really matters—is called quality of hire
(QOH). The downside is that there is no “one-size-fitsall” algorithm to measure it. It will mean different
things for each business and possibly even for each
individual contributor within each business unit.

Remedies
Recruiting the experienced professional is both an art
and science that very few firms have ever mastered.
Some fail to commit the necessary resources and
budgets to ensure they have the right staff at the right
levels. Likewise, more often than not, firm leaders pay
little attention to recruiting.

QOH is also pretty subjective. Do you base it on a
performance evaluation system? When do you
measure it? At six months into the job? Twelve
months? Questions abound, but there are no easy
answers since the metrics and measurement process
must be tailored to your organization.

1. Allocate adequate budget for HR and recruiting
Firms often scrimp in their recruiting budgets, failing
to realize that frugality can have the opposite effect in
terms of opportunity loss. Your people are billable to
the client. If you don’t have enough people or can’t

Once you’ve established this metric, ensure the
process of tracking and analysis isn’t overly
complicated or unwieldy. Recruiting tools and
technology have made this much easier. The same
technologies can also support and enable decision6

• I dread the amount of work involved in capturing an
entire year of work and accomplishments in a single
document.
• The evaluation process does not offer an honest
assessment.
• HR seems to be more concerned about the latest
trends in evaluation processes rather than focusing
on what works for the organization.
• I am left feeling underappreciated and disrespected.

making for strategic workforce planning and can be
used to gather critical talent-related business
intelligence. In recent years, this has evolved into a
profession right in front of our eyes.
What Does Meaningful Change Look Like?
As a result of applying these remedies and then
measuring for success, your firm can become far
more proficient in forecasting staffing shortages and
ensuring that you have the right number of staff,
seniors and managers now and in the future.

So, what is the best evaluation process for your
organization? Each organization is different and the
latest trend in evaluation processes may not be the
best fit. The selection starts with an honest,
introspective examination of the organization,
focusing on the following questions:
1. Is employee evaluation a priority?
2. How much does the organization really value its
employees? Is the refrain, “Our employees are our
greatest asset?” just lip service, or can the employees
believe it is authentic?
3. Is there a strategic plan for employee retention and
promotion, or is the organization merely reacting to a
short-term work crisis or client demand?
4. If there is an HR function, does HR understand the
business? Are management and HR working toward
the same goals?
5. How well does the organization communicate with
its employees? How is criticism handled and
communicated?
6. Does the organization allow its managers and
supervisors to dedicate enough time to employee
evaluations?
7. Is the organization dedicated to providing employee
evaluation training to its supervisors and managers?

As fast-growing companies expand their business
operations, add new customers and deal with …
Beyond more precise forecasts, meaningful change
also requires three additional strategies. First, firms
must recognize that staffing cannot be done “just in
time.” You need to recruit constantly; not just fill
openings as they occur. You must get used to the
notion that you will always be in recruitment mode.
Second, retaining this hard-to-find talent is critical, so
firm leadership needs to devote more time and energy
to the “people” side of the business than ever before.
Investments need to be made for the continuous care,
mentoring and development of staff.
Finally, firm leadership will need to take a hard look at
opening their coffers and admitting partners sooner
than what has occurred historically, or suffer the
consequences.
J. James O’Malley, a partner at TalentRise, has
developed talent acquisition solutions for more than
25 years to ensure that leadership talent aligns with
changing business needs.

Project Evaluations
Many of the national firms have adopted systems that
evaluate specific projects at the conclusion of the
project as well as a full-year evaluation. This
technique will also work well at smaller firms. These
specific project evaluations are typically brief written
evaluations in which employees self-evaluate their
effectiveness on a particular project and the
supervisor provides written feedback. Frequent
evaluations (more than just the once-a-year type) are
very effective tools to gauge employee development.
Employees appreciate contemporaneous feedback,
whether positive or negative. The downside is the
extra administrative work for both the employee and
the supervisor. This can be especially challenging
during extreme busy periods, such as tax season.
Any system that becomes burdensome can be
neglected and ultimately fail. I’m in favor of
continuous evaluation and feedback, rather than an
annual review. However, the evaluation system must
be efficient, both in time spent and results.

Designing an authentic and honest
employee evaluation process that works
BY PAUL N IANNONE

Many employee performance evaluation processes or
systems are met with some level of disdain by
employees.
Common complaints include:
• I spent hours writing my self-evaluation and no one
read it.
• Written evaluations seem to be used primarily to
protect the employer from possible employee legal
action.
• The evaluation meeting with my supervisor lasted
only a few minutes and was basically designed to
communicate the amount of an increase and bonus.
There was little or no discussion of the long-term.
• Why go through an extensive written self-evaluation
only to learn that the company or firm is only handing
out small cost-of-living raises to everyone?
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If a firm or company adopts the project evaluation
system, below are my suggestions for a successful
approach:
1. Goals, budgets and other criteria need to be
communicated to the employee prior to the start of the
project. All too often, an employee feels proud of the
work done, only to be reprimanded that the number of
hours spent exceeds what can be billed.
2. Not every project needs to be evaluated. Some
firms require that the project exceed a certain number
of hours, such as 20 or 40 hours, for example.
3. The project evaluation should be in writing and
initiated by the employee. It should be brief and in a
format that is not another administrative burden. I
would suggest a format that includes a one-line
description of the project, a sentence or two on what
was learned, what was accomplished, and what could
have been improved. The supervisor then should
provide a feedback in writing.
4. Time should be set aside to discuss the project and
evaluation. Live discussion would also allow for other
issues to be discussed before year-end. Live
discussion also avoids the impression that this is just
a fulfillment of another administrative task that can be
checked off a list.
5. If worthy, an excellent job on a project should be
accompanied by an immediate meaningful financial
award—probably something more than a $100 gift
card.

2. The written document should first be in draft form.
After the employee submits the draft written selfevaluation, there should be a live discussion between
the supervisor and employee to review what was
written so there are no misunderstandings. The
supervisor should also provide some critique and offer
suggestions for performance improvement and
suggestions for a rewrite. If there are disagreements
at this stage, the supervisor should alert the employee
and allow the employee to address any concerns in
the final document.
3. After the final employee draft, the supervisor should
provide written feedback, followed up by another live
discussion. Most importantly, the discussion should
address goals for the upcoming year, areas of
improvement, advice as to a pathway for
improvement, and a forward-looking two- or threeyear plan for progression within the firm.
4. If the employee is struggling, and it is apparent he
or she will not work out in the long-run, this fact needs
to be communicated sooner rather than later to avoid
misconceptions, hurt feelings and potential legal
action. It will also allow the employee to begin to
address the problem or look for other work.
5. I believe that the written self-evaluation form should
avoid numerical ratings. Many employees are
reluctant to give themselves the highest numerical
rating for fear of appearing boastful or over-confident.
6. The firm should have a process or system, either
formal or informal, for dealing with employee
dissatisfaction with compensation. Without a system
or at least some forethought, inconsistent treatment
among employees could result, which further
exacerbates the problem.
7. The written evaluation document should at a
minimum include the following topics:
a. Description of the work and/or projects that were
performed during the year. Copies of specific project
evaluations can be attached to provide support.
b. Successes and accomplishments during the year.
c. Achievements in personal development and
learning.
d. Areas for future learning and improvement.
e. Goals, aspirations and a vision for the future with
the firm.
f. Supervisor feedback that encompasses comments
related to past-year performance, areas for
improvement and comments related to growth
opportunities within the firm.
8. The firm should seek out consultation that will
assist in communicating job performance (both
positive and negative) to employees and develop
evaluation techniques and methods that are
specifically designed to work for the particular
organization.
Paul N. Iannone, JD, CPA, MST, is the founder of Tax
Career Advisor LLC and author of “Extraordinary Tax
Career.”

Periodic and Year-end Performance Evaluations
The firm I worked for had a mid-year review and a
year-end review. This was a well-intentioned process,
but the written forms were cumbersome and timeconsuming. There seemed to be little depth to the
feedback. The sit-down discussion occurred when the
supervisor revealed a rating, and the amount of raise
and/or bonus. In many cases, it was difficult to
understand the correlation between my perceived
performance for the year versus my employer’s
perception and the amount of the financial reward.
For me, the written self-evaluation task became just
an administrative matter that I viewed as something
the firm needed for the file and for liability protection.
To really work well, periodic and year-end
performance evaluations need to be transparent,
honest and meaningful. There needs to be frequent
two-way dialogue that does not mask problem areas
and is forward looking. Although time-consuming, I
believe in frequent evaluations rather than just one at
year end.
Here are some suggestions that should improve an
employee evaluation system:
1. Although not always welcomed by either
supervisors or employees, all evaluations should be in
writing.
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anything that indicates the company is moral and
upstanding. Auditing is no longer a transactional
reporting exercise and the auditors have a key role in
contributing to the credibility of the financial
statements as well as obtaining assurance.
We auditors are now being called upon to provide a
final step in the audit process – data illumination,
requiring a two-fold development. Firstly, the auditors
of the future will need to embrace technology and the
ever expanding array of tools and techniques that
advanced data analysis affords them. Secondly, they
will need to be experts in data interpretation and
synthesise meaning from the empirical evidence.

The future of the audit industry: From
masses of data, to meaning
BY BOB DOHRER

In the history of the audit profession there have been
shifts in how audit is executed, because of the
transformations in the environment in which
companies operate. The audit industry is now facing
significant changes in this financial crisis and as the
purpose of audits change, we implement the
learnings.

When I think of our newest RSM trainees, their
experience will differ radically to my experience. Our
newest RSM recruits are as comfortable discussing
machine learning as they are forensic accounting, and
we must cultivate these new skills if we are to
continue to remain relevant.

An auditor was once trusted to provide an accurate
and detailed account of company data without the
need or requirement to offer meaning or purpose to
that data, but now auditors are increasingly in need of
different skills to adapt to new user needs.

Going further
Companies are increasingly driven and defined by
their purpose, and we are seeing this at all levels of
business activity both regionally and globally. Auditors
must go further to make sure they are at the heart of
these changes by continually engaging with all
stakeholders and moving towards a new reality where
they can lend credibility and confidence over a
continuous stream of meaningful information.

The key driver of this change has undoubtedly come
from the users of audit data who are demanding an
increasingly diverse array of data sources, those that
do not traditionally fall within financial accounting. As
a result, we are seeing more requests for data related
to governance and corporate social responsibilities.
For example, data might be collected on the carbon
footprint of company movements or information
related to employees. This data is then open to users
that would not traditionally have use for audit data,
such as company employees and partners.

Consumers of client information are no longer
focused solely on the one time audit of the year. Now
we must embrace the audit of the future.
Bob Dohrer is the Global Leader - Quality & Risk for
RSM, based primarily in RSM's Global Executive
Office in London. He has overall responsibility for the
network’s audit and other attest services policies,
procedures and guidance.

Technology
Technological change is also occurring at a rapid
pace, ushering in the capability to capture and share
data, on an unprecedented scale and almost
instantaneously. This has resulted in an increasing
focus on data, whether structured or unstructured,
and whether generated internally or externally to the
entity.
This new demand for data has led to the most critical
aspect of this change to the audit industry. Auditors
increasingly need to adapt to the changing needs of
users
and
therefore
provide
meaningful
interpretations of data. While many traditional
investors would have pored through the financials to
make long-term decisions, a newer breed of investors
is more likely to invest in companies that offer a
holistic view.

Where do you go
marketing your firm?

from

here

with

BY SARAH WARLICK

Feeling overwhelmed by the many marketing options
that accounting firms must choose from today?

This view would be on how they treat their
employees, manage their carbon footprint and
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It’s a reasonable response to almost limitless choices.
Now take that nuanced messaging and work it into all
the content you plan to share in the upcoming
months. This includes blog posts, professional
articles, presentations, videos, direct mail and all the
rest. Answer the questions your target market is
asking now and provide ideas about what they should
begin thinking about. Make some of your content fun,
all of it timely and most of all make sure everything
you share is useful and relevant for the people you’re
communicating with.

A wide-open world of opportunities is a good thing,
but finding your way through this abundance can feel
intimidating. Why not conduct a fresh assessment of
your needs to help find the best direction? You can
think of it as a mini-marketing plan—a roadmap to the
success you hope to find in 2017.
First, face the facts: you can’t do everything. With so
many marketing channels, social media platforms and
content strategies available, there’s no way to choose
“all of the above” when it comes to marketing your
firm. The best approach is to select a small handful of
carefully chosen strategies and dedicate yourself to
performing them well, or you’ll flounder and drown
without seeing the positive results of all your efforts.

Finally, remember your website! Even the best site
ages quickly, so you’ll want to monitor changing
technical issues as well as update your messaging.
Add new case studies, and keep your blog fresh with
new content at least once or twice a month. And if it’s
time for a major overhaul, the analysis you’ve
completed in the previous steps will help you get a
good start on this major project.

The next step is taking a hard look at who your firm is
today. What’s your main differentiator? Who are the
specific clients that will be the best fit? Think about
the direction you hope to move in this year and
analyze exactly how you’ll know if you’re getting
closer to that goal. For all of this navel-gazing, it’s
important to be as specific as possible, with narrow
descriptors and concrete, measurable signposts to
guide your progress.

Marketing is a never-ending task as well as a
constant opportunity. These steps will help you set
priorities and guide you as you tackle the job anew.
Embrace the challenge of setting new goals, refining
your message and taking fresh approaches to create
the firm you want in 2017.

Now that you’ve established who you want to reach
and why they’ll be happy to find you, apply the same
kind of analysis to the question of where these folks
are spending their time. What do they read and what
are they trying to learn? Which social media platforms
do they favour, and why? What is it they like about
that particular platform? When you’ve gotten answers
to these questions, or your best guess at them, you’ll
have an idea of where you should be spending your
time as well.

Sarah Warlick is content director of bbr marketing.

7 Tactics Firms Can Use to Generate
Better Leads
BY LEE FREDERIKSEN

Why is it so challenging to generate qualified
accounting leads? There are a couple of good
reasons.

Once you’ve chosen two or three social media
targets, expand your vision to include in-person
outreach opportunities, speaking engagements and
direct marketing. Examine the places your target
clients are going to interact with other professionals.
Is it conferences and conventions or do they mostly
work within their own companies? Think creatively
here to imagine where they’re going and how you can
be a part of the scene, whether public or private.

First, accounting is a service that every business
needs, so there is a lot of competition. And because
many of the same accounting principles and skills
apply across industries, many firms are competing for
every company out there.
Second, there are compliance requirements that force
businesses to use certain services (audit and taxes,
for starters), so there is a sense that if I must do it, at
least I should try to minimize costs.

It’s almost time to address content, but first, what
messaging will communicate your vision for success
to those you reach? You want something slightly
different than your current status, so it’s important to
define and describe what you hope to provide for both
new and existing clients. The goal is to reinforce
what’s perfect as is, while also conveying the different
angle you’re taking now, whether that’s new services,
a different focus or a fresh approach.

The result is as inevitable as death. Accounting
services become commodities. It’s difficult to
differentiate between firms, and fee pressure
becomes intense.
Here are some of my favorite strategies for tipping the
scales in your favor:
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1. Become a specialist. There’s no need to be
everything to everyone. There are a number of
powerful advantages to specialization, including being
able to command higher billing rates, generating more
leads, and being able to close sales more easily.
You can focus on understanding an industry so well
that you know all the nonaccounting business
challenges they are facing. Then you can have
meaningful conversations about how your services
help that industry solve other problems – problems
that other CPA firms will completely miss. This is a big
advantage and will bring you better leads because
you offer more solutions.
Other
types
of
specialization
that
can
help differentiate your firm include:
 Service-type specialization.
 Geographical specialization.
 Specialization in a certain role within
organizations.
 Specialization in certain types of problems.
2. Become a Visible Expert® in your field. Develop
superior expertise in an area, then couple it with high
visibility on an important emerging issue. If you
choose the right issue and promote it effectively, your
firm can develop a Visible Expert®.
This professional is a go-to person on an important
topic. The presence of that person in your firm will not
only raise the profile of the firm in the marketplace,
but it will also improve the reputation of the whole
firm.
A Visible Expert is different from a “rainmaker” who
brings in business through personal connections. The
Visible Expert generates high-quality leads through
widely recognized competence. But beware – it’s not
just about technical competence. It’s also about
communication and helpfulness.
3. Do a major study on an important topic. Nothing
adds credibility and visibility like the release of a
groundbreaking study. Of course, if you make the
study relevant to a specific industry and answer a
question everyone is dying to have answered, you
stand a good chance of being noticed and taken
seriously. It also helps to partner with a trade
association or another industry player to add
credibility and increase your reach.
4. Publish very useful content. Forget the usual
newsletter babble. Find a topic that will be very useful
to your target group and explain it in very simple
terms. In our research, we found that one of the top
ways that buyers are convinced of expertise is when
someone is able to explain a complicated subject in
an understandable way.
Don’t be afraid to share your secret sauce. Today’s
buyers have changed and expect free education. And
if your accounting firm isn’t providing that education
and expertise, you can be sure that someone else
is. More helpfulness equals better accounting leads.

5. Get serious about social media. Social media is
not a fad or a threat to utilization. It’s continuing to
grow in popularity and is simply the online version of
networking. If you don’t have a strong presence on
social media, you are missing an important
communication channel to your potential clients.
In fact, about 60 percent of your accounting services
buyers are checking you out on social media before
purchasing. Social media has big benefits for
accounting firms, including:
 It increases the visibility of your firm and its
experts.
 It promotes and increases the reach of your
content marketing.
 It allows your firm to stand out.
 It builds trust and credibility.
6. Invest in search engine optimization. A
recent study of 500 professional services firms found
that search engine optimization (SEO) was the singlemost effective tool for generating online leads. It is
also probably one of the most cost-effective
approaches for generating high-quality accounting
leads.
It works best when combined with very useful content
(content that is also SEO-optimized) and social media
(to help share that content).
At a high level, SEO consists of two main
components:
 On-site SEO: Use targeted keywords or
keyword phrases to communicate what the
content on your site is and its relevance to
what searchers are looking for.
 Off-site SEO: Obtain high authority and
relevant links to your website through outside
engagements and articles.
7. Put them all together. The greatest impact on
your lead quality and quantity will come from
combining all of these techniques and strategies into
a unified, ongoing campaign. While each of these tips
helps raise the quality of your new leads, putting them
together builds a sustainable advantage. It both
distinguishes you from other firms and communicates
a powerful message to potential clients. It clearly
communicates that you provide value beyond the “me
too” firms that flood the marketplace.
Well-targeted, clearly differentiated, obviously more
value … sounds like a formula for better accounting
leads.
Lee W. Frederiksen, PhD, is managing partner
at Hinge, a marketing firm that specializes in branding
and marketing for professional firms
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MGI ASIA COUNTRY UPDATE

Hong Kong Budget 2017-18
The Hong Kong Financial Secretary (“FS”) announced
the 2017/18 Budget, outlining the government’s plans
for the economy and public finance on February 22,
2017.

New VAT law
Bangladesh enacted new VAT and Supplementary
Duty Act 2012 to modernize its current VAT Act,
which was introduced in 1991. The new VAT Act,
which is expected to take effect on 1 July 2017,
eliminates the truncated VAT system currently in
place for certain services and supplies and introduces
a single standard VAT system applying at the rate of
15 percent on all goods and services.
Source KPMG website

A brief summary of the Hong Kong Budget 2017-18:
Economic Outlook for 2017
•
Forecast GDP growth of 2% to 3%
•
Forecast headline inflation of 1.8% and
underlying inflation of 2%
Major Tax and Relief Measures highlights
•
Profits tax rate for incorporated companies
remain unchanged at 16.5%
•
Introduce profits tax concession to promote
aircraft leasing and financing
•
No change in the standard tax rate and
progressive tax rates of Salaries tax
•
Widen the marginal tax bands from
HK$40,000 to HK$45,000
•
Waive 75% of profits tax for 2016/17 (subject
to HK$20,000 ceiling)
•
Waive 75% of salaries tax and tax under
personal assessment for 2016/17 (subject to
HK$20,000 ceiling)

Tax Department declares amnesty
The Cambodia Tax Department has announced an
amnesty for underpaid or undeclared taxes in a move
that could incentivise greater compliance.

Fact sheet of Hong Kong Tax Rates 2017-18 and
2016-17:

The announcement made on 19 January 2017 by the
General Department of Taxation (GDT) said
taxpayers would be able to declare and pay unpaid or
incorrectly filed taxes up to three years from the filing
date with no penalty. However, the window is only
open until April 1.

Salaries Tax rates
First HK$45,000 (16/17:HK$40,000)
Next HK$45,000 (16/17:HK$40,000)
Next HK$45,000 (16/17:HK$40,000)
On the remainder
Standard rate
Property Tax rates
Tax rate
Profits Tax rates
Companies

The amnesty could be a major factor to push
companies to fully comply with the GDT as the
penalties for non-compliance can be significant.
The penalties that could apply to a taxpayer with
respect to underpaid tax are imposed at the rates of
10, 25 or 40 percent, dependent on whether the
taxpayer was negligent, seriously negligent or subject
to a unilateral tax re-assessment respectively. There
is also the monthly interest rate of 2 percent.

Unincorporated businesses

20172018

20162017

2%
7%
12%
17%
15%

2%
7%
12%
17%
15%

15%

15%

16.5%

16.5%

15%

15%

For
more
information
http://www.budget.gov.hk/2017

The amnesty could give taxpayers an opportunity to
voluntarily correct filing mistakes without penalty
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presumptive income is reduced to 6% in respect of
turnover which is by non-cash means. Only business
entities who opt for presumptive income scheme and
has turnover exceeding 2 crores needs to get their
accounts audited and not others. Under scheme for
presumptive taxation for professionals with receipt
upto Rs. 50 lakhs p.a., it is proposed that advance tax
can be paid in one installment instead of four.
Personal income tax
Existing rate of taxation for individual assesses
between income of Rs. 2.5 lakhs to 5 lakhs is
proposed to be reduced to 5% from the present rate
of 10%.
It is proposed to levy surcharge of 10% of tax payable
on categories of individuals whose annual taxable
income is between Rs. 50 lakhs and Rs. 1 crore.
Move in line with demonetization: Reduce Cash
transactions
It is proposed that the limit for disallowance of
expenses in respect of cash payments has been
reduced from Rs.20K to Rs.10K.
It is proposed to provide that no person shall receive
payment or aggregate of payments of an amount of 3
lakh rupees or more from a person in a day or in
respect of a single transaction or in respect of
transactions relating to one event or occasion. A
penalty is proposed in case of contravention of this
provision.
FIPB abolished but reform to continue
It is proposed that the Foreign Investment Promotion
Board (FIPB) will be abolished in the year 2017-18
and a new framework will be created. The FIPB
offered a single window clearance for applications on
FDI in India that are under the approval route. Further
liberalisation of the FDI policy is under consideration
and necessary announcements will be made in due
course.

Country-by-Country Reporting
Country-by-Country (CbC) Reporting is one of the
minimum standards formulated by the Organisation
for Economic Co-operation and Development (OECD)
to counter base erosion and profit shifting (BEPS).
Hong Kong will implement Country-by-Country
Reporting for the accounting periods commencing on
or after 1 January 2018, subject to necessary
legislative
amendments.
As
a
transitional
arrangement, parent surrogate filing will be made
available for the accounting periods commencing
between 1 January 2016 and 31 December 2017.
Contributed by Kenneth Chau & Co

Budget 2017
The Union Budget 2017 for India was presented in
Parliament on 1 February by finance minister Arun
Jaitley. His speech outlined new income tax rules,
demonetisation and a push towards a digital
economy.
The thrust of tax proposals this year falls in following
categories:
•
Moving towards non-cash economy
•
Measures to boost growth and employment
generation.
•
Incentivizing domestic value addition to help
Make in India.
•
Measures for promoting affordable housing.
•
Additional
resource
mobilization
for
agriculture, rural economy and clean
environment.
•
Reducing litigation and providing certainty in
taxation.
•
Simplification and rationalization of taxation.

Domestic Transfer pricing
Scope of domestic transfer pricing reduced
substantially and is proposed to be restricted to
specified entities only.
Goods and Services Tax
The GST Council has finalised its recommendations
on almost all the issues based on consensus on the
basis of 9 meetings held. Preparation of IT system for
GST is also on schedule.
The extensive reach-out efforts to trade and industry
for GST will start from 1st April, 2017 to make them
aware of the new taxation system.
Capital gains amendments
It is proposed that the holding period for computation
of Long term capital gains on sale of immovable
property has been reduced from 3 years to 2 years.
It is proposed that investment in certain notified bonds
will also be eligible for capital gains exemptions.
It is proposed that the base year for indexation is
proposed to be shifted from 1.4.1981 to 1.4.2001.

Corporate tax reduced
The corporate tax for small companies having total
turnover or the gross receipt in the
financial year upto Rs.50 crores has been proposed
to be reduced from 30% to 25%.
Reduction of rate for Presumptive scheme of
taxation
Under scheme of presumptive income for small and
medium tax payers whose turnover is upto 2 crores,
the present, 8% of their turnover which is counted as
13

Benefit of Concessional rate of TDS to NRI for
ECB extended
It is proposed that TDS on Interest income received
by NRI on External Commercial Borrowings or Rupee
denominated bonds shall continue to be deducted
@5% till 30th June 2020.
Indirect transfer of assets
It is proposed that Foreign Portfolio Investor (FPI)
Category I & II will be exempted from indirect transfer
provision. Indirect transfer provision shall not apply in
case of redemption of shares or interests outside
India as a result of or arising out of redemption or sale
of investment in India which is chargeable to tax in
India.
Minimum Alternate Tax is not abolished, but……..
It is proposed that MAT can be carried forward for 15
years by companies as against 10 years allowed
earlier.
Boost to Start-ups
It is proposed that for the purpose of carry forward of
losses in respect of start-ups, the condition of
continuous holding of 51% of voting rights has been
relaxed subject to the condition that the holding of the
original promoter/promoters continues. Also the profit
(linked deduction) exemption available to the start-ups
for 3 years out of 5 years is changed to 3 years out of
7 years.
Exemption from TDS deduction for insurance
agents
It is proposed that commission payable to individual
insurance agents exempt from the requirement of
TDS subject to their filing a self-declaration that their
income is below taxable limit.
Time limits for revise return, completion of
scrutiny is reduced
It is proposed that time period for revising a tax return
is being reduced to 12 months from completion of
financial year, at par with the time period for filing of
return. Also the time for completion of scrutiny
assessments is being compressed from 21 months to
18 months for Assessment Year 2018-19 and further
to 12 months for Assessment Year 2019-20 and
thereafter.
TDS deduction on rent payment –scope widened
TDS @ of 5% is to be deducted by an individual or
HUF, other than those whose books of account are
required to be audited, while making payment of rent
of an amount exceeding Rs. 50,000 per month.
It is also proposed to provide that such tax shall be
deducted and deposited only once in a financial year.
Further, the deductor shall not be required to obtain
TAN or file any separate TDS return.
Set off loss –Income from House Property
In order to address the existing anomaly of interest
deduction in respect of let out property vis-à-vis selfoccupied property, it is proposed to restrict set off of
loss from house property against income under any
other head during the current year up to Rs two lakhs.

The loss not so set off would be allowed to be carried
forward for set off against house property income for
eight assessment years.
Other points
• In order to ensure timely filing of returns of income, it
is proposed to levy a fee in case of delay in filing the
return.
• It is proposed to provide a concessional tax rate of
10% in case of income arising from sale of carbon
credit.

Guiding principles for the determination
of Place of Effective Management (POEM)
in India
Section 6(3) of the Indian income tax act (“Act”), prior
to the amendment provided that a company would be
considered as resident of India under two
circumstances, namely, (i) if it is incorporated in India
or (ii) control and management of its affairs is
situated wholly in India. This definition was prone to
litigation. In order to avoid such litigations, the
requirement of POEM was introduced in the Act
effective from 1st April 2016.
Section 6 (3) is amended with effect from 1 st April
2016 as under:
A company is said to be a resident in India in any
previous year, if it is an Indian company or its POEM
in that year is in India.
POEM means a place where key management and
commercial decisions that are necessary for the
conduct of business of an entity as a whole are, in
substance made.
Determining Criteria
Various tests are prescribed to determine the
applicability of POEM. They can be broadly classified
into:
(i) Active Business Test having sub sets of
(a) Passive Income/Total Income Test
(b) Assets Test
(c) Employees Test
(d) Payroll Test
(ii) Other than Active Business test
Active Business Test
The Circular requires determining an “active business
outside India” with the help of various tests.
A company shall be said to be engaged in “active
business outside India”
 if the passive income is not more than 50% of
its total income and,
 less than 50% of its total assets are situated
in India; and
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less
than
50%
of
total
number
of employees are situated in India or are
resident in India; and
the payroll expenses incurred on such
employees is less than 50% of its total payroll
expenditure;



the average of its value for tax purposes in
the country of incorporation of the company
at the beginning and at end of the year;
In case of any other asset, shall be its value
as per books of account.

Employees Test
The employees test to be fulfilled by a foreign
company for an active business outside India is less
than 50% of total number of employees are situated in
India or are resident in India.

All the above tests are cumulative in nature, meaning
in order for a company to qualify as doing an active
business outside India, all the above tests need to be
satisfied.
The place of effective management in case of a
company engaged in active business outside India
shall be presumed to be outside India if the majority
meetings of the board of directors of the company are
held outside India.
However, if it is established that the Board of directors
of the company are standing aside and the
management powers are exercised by the person
resident in India, then the POEM shall be considered
to be in India.

The number of employees shall be the average of the
number of employees as at the beginning and at the
end of the year and shall include persons, who though
not employed directly by the company, perform tasks
similar to those performed by the employees.
Payroll Test
The test to be fulfilled by a foreign company for an
active business outside India is the payroll
expenses incurred on such employees is less than
50% of its total payroll expenditure.

Income Test
The income test to be fulfilled by a foreign company
for being considered as engaged in active business
outside India is that the passive income is not more
than 50% of its total income.
Total income means income computed for tax
purpose in accordance with the laws of the country of
incorporation or as per books of account, where the
laws of the country of incorporation do not require
such a computation.

“Payroll” shall include the cost of salaries, wages,
bonus and all other employee compensation including
related pension and social costs borne by the
employer.
Other than Active Business outside India
In cases of companies other than those that are
engaged in active business outside India referred to
above, the determination of POEM would be a two
stage process, namely: Identification of the person or persons who
actually make the key management and
commercial decision for conduct of the
company’s business as a whole.
 Determination of place where these decisions
are in fact being made.
Some of the guiding principles which may be taken
into account for determining the POEM are as follows

Passive Income of a company shall be aggregate of
 income from the transactions where both the
purchase and sale of goods is from/to its
associated enterprises; and
 income by way of royalty, dividend, capital
gains, interest or rental income.
However, interest income shall not be considered to
be passive income in case of a banking company or a
public financial institution, and its activities are
regulated as per the applicable laws of the country of
incorporation.

Location of Board of Directors Meeting Test
The location where a company’s Board regularly
meets and makes decisions may be the company’s
place of effective management provided the Board
retains and exercises its authority to govern the
company and in substance make the key
management and commercial decisions necessary for
the conduct of the company’s business as a whole.

Assets Test
The assets test to be fulfilled by a foreign company for
an active business outside India is less than 50% of
its total assets are situated in India.
The value of assets shall be calculated as under:
 In case of an individually depreciable asset,
shall be the average of its value for tax
purposes in the country of incorporation of
the company at the beginning and at end of
the previous year and
 In case of pool of a fixed assets being
treated as a block for depreciation, shall be

If the key decisions by the directors are in fact being
taken in a place other than the place where the formal
meetings are held, then such other place would be
relevant for POEM.
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a company’s head office would not be of
much
relevance in determining that
company’s place of effective management.

If a board has de facto delegated the authority to
make the key management and decisions for the
company to the senior management/any other person
and does nothing more than routinely ratifying the
decisions that have been made, the company’s place
of effective management will ordinarily be the place
where these senior managers or the other person
make those decisions.

Other tests:
 Physical location of board meeting or
executive committee meeting or meeting of
senior management may not be where the
key decisions are in substance being made.
In such cases the place where the directors or
the persons taking the decisions or majority of
them usually reside may also be a relevant
factor.
 In case of circular resolution or round robin
voting the factors like, the frequency with
which it is used, the type of decisions made in
that manner and where the parties involved in
those decisions are located etc. are to be
considered. Based on past practices and
general conduct; it would be required to
determine the person who has the authority
and who exercises the authority to take
decisions. The place of location of such
person would be more important.
 The decisions made by shareholder on
matters which are reserved for shareholder
decision under the company laws are not
relevant for determination of a company’s
place of effective management.
However, if the shareholders limit the authority of
board and senior managers of a company and
thereby remove the company’s real authority to make
decision then the shareholder guidance transforms
into usurpation and such undue influence may result
in effective management being exercised by the
shareholder.
 Day to day routine operational decisions
undertaken by junior and middle management
shall not be relevant for the purpose of
determination of POEM.

If the board has delegated its power of authority to
take key decisions to executive committee etc, the
location where the members of the executive
committee are based and where that committee
develops and formulates the key strategies and
policies for mere formal approval by the full board will
often be considered to be the company’s place of
effective management.
Location of Head Office Test
“Head Office” of a company would be the place where
the company's senior management and their direct
support staff are located or if they are located at more
than one location, the place where they are primarily
or predominantly located. A company’s head office is
not necessarily the same as the place where the
majority of its employees work or where its board
typically meets.
The following points need to be considered for
determining the location of the head office of the
company: If the company’s senior management and
their support staff are based in a single
location and that location is held out to the
public as the company’s principal place of
business then that location is the place where
head office is located.
 If the company is more decentralized, then
the company’s head office would be the
location where these senior managers are
primarily or predominantly based or normally
return to following travel to other locations or
meet when formulating or deciding key
strategies and policies for the company as a
whole.
 Members of the senior management may
operate from different locations on a more or
less permanent basis and the members may
participate
in
various
meetings
via
telephone/video conferencing rather than by
being physically present at meetings in a
particular location. In such situation the head
office would normally be the location, if any,
where the highest level of management and
their direct support staff are located.
 In situations where the senior management is
so decentralised that it is not possible to
determine the company’s head office with a
reasonable degree of certainty, the location of

Secondary factors Test:
If the above factors do not lead to clear identification
of POEM, then the following secondary factors can be
considered:
 Place where main and substantial activity of
the company is carried out; or
 Place where the accounting records of the
company are kept.
Applicability:
As per a circular issued by CBDT provisions of
Section 6(3) of Income Tax Act related to POEM will
not be applicable to a company having turnover or
gross receipts of Rs. 50 crores or less in a financial
year. Thus, the POEM guidelines will also not be
applicable to such companies.
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POEM to be determined based on complete facts :
POEM is not to be determined on the basis of isolated
facts as illustrated by the following examples will not
be conclusive evidence that the conditions for
establishing POEM in India have been satisfied:
 Foreign company completely owned by an
Indian company.
 Existence of Permanent Establishment of a
foreign entity in India.

One or some of the Directors of a foreign
company reside in India.
 Local management being situated in India in
respect of activities carried out by a foreign
company in India.

The existence in India of support functions
that are preparatory and auxiliary in
character.
It is reiterated that the above principles for
determining the POEM are for guidance only.

Indonesia implements new transfer
pricing documentation requirements in
line with BEPS Action 13
The Indonesian Ministry of Finance has issued
Minister
of
Finance
Regulation
number
213/PMK.03/2016 (PMK-213) titled The type of
additional documents and/or information mandatory to
be kept by taxpayers who conduct transactions with
related parties and its procedures.

Summary:
 Determination of POEM is a fact based
exercise.
 No single principle will be decisive in itself.
 If it is determined that during the previous
year the POEM is in India and also outside
India then POEM shall be presumed to be in
India if it has been mainly /predominantly in
India.
 The POEM concept is one of substance over
form.
 An entity may have more than one place of
management, but it can have only one POEM
at any point of time.
 POEM is required to be determined on year to
year basis.

The decree called for firms doing cross-border
transactions with affiliates to prepare transfer pricing
documents detailing global structure and payments.
PMK-213, which has immediate effect from its
stipulation date of 30 December 2016, has made
significant changes to:
• Who needs to prepare transfer pricing
documentation
• What comprises transfer pricing documentation
• When transfer pricing documentation needs to be
prepared

Contributed by Kamdar Desai & Patel

4 Key GST Bills passed
Four legislations including the Central GST bill
(CGST), the integrated-GST bill (IGST), the GST
(compensation to states) bill, and the Union Territory
GST bill (UTGST) were passed by the Lower house of
th
India's Parliament on the 29 March 2017.
The bill is said to usher in a uniform indirect tax
regime in the country and once implemented, the
harassment of businesses by different authorities will
end and India will be one rate for one commodity
throughout the country.
Touted as the biggest taxation reform since
Independence, GST will subsume central excise,
service tax, VAT and other local levies to create an
uniform market. GST is expected to boost GDP
growth by about 2 per cent and check tax evasion.

Japan 2017 tax reforms
Japan’s National Diet on 27 March 2017 passed the
2017 tax reform bills that include the following
amendments with respect to corporate taxation:
 Tax treatment of directors’ compensation and
retirement allowances
 Timing of deduction of costs for restricted shares
and stock options
 Extension of due date for filing final tax returns
 Reorganization rules
 Tax credits for research and development (R&D)
costs
17



Budget 2017 appears to take a very targeted
approach where SMEs are concerned. For example,
the “SMEs Go Digital Programme” seeks to assist
SMEs harness the benefits of digitisation and to some
extent embrace the benefits of disruptive
technologies.




Introduction of special measures for companies
leading regional economy
Tax credits for salary growth
Scope of small and medium-sized companies
The tax reform legislation also includes measures
concerning an “anti-tax haven” or controlled foreign
corporation (CFC) regime.

2. Impact on business
The government continues to adopt a pro-business
policy by investing in human capital. In this aspect,
the government will provide additional support to
companies in its restructuring efforts to meet the
challenges of the changing global economic
landscape. For example, the Government will co-fund
20% of wage increases given in 2017 to Singaporean
employees earning a gross monthly salary of less
than $4,000. The government will also adopt a more
targeted approach to assist specific sectors hard hit
by cyclical weakness. The offshore and marine
industry is one such sector and the government has
deferred levy increases for Work Permit holders (a
high proportion in this sector).
A) Enhancing and Extending the Corporate Income
Tax (CIT) Rebate
Even though the corporate tax rate remains at
17%, the CIT rebate will be enhanced as follows:
CIT rebate cap will be raised from $20,000 to
$25,000 for YA2017 and it will be extended to
another year to YA2018, but at a reduced rate of
20% of tax payable capped at $10,000 rebate.
Refer to Annex A for examples and workings for
the new CIT rebate.
B) Introducing an Intellectual Property (IP) Regime
that encourages the exploitation of IP arising from
research & development (R&D)
To encourage the use of IPs arising from R&D
activities there will be a new IP regime named IP
Development Incentive (“IDI”). The IDI will take
effect from 1st July 2017 and will be administered
by EDB.
C) Expiry of the PIC scheme in YA 2018
 Under the PIC scheme, businesses enjoy 400%
tax
deductions/allowances
for
qualifying
expenditure incurred in any of the six qualifying
activities from the Years of Assessment (YAs)
2011 to 2018. This was a very welcome scheme
especially for SMEs who benefitted from the tax
deductions on different business expenditure.
 For YA 2013 to 31 Jul 2016, eligible businesses
were also able to exercise an option to convert
qualifying expenditure of up to $100,000 for each
YA into cash, at a conversion rate of 60%. After 1
Aug 2016, the cash payout conversion rate was
reduced from 60% to 40%. Refer to Annex A for a
worked example. The PIC scheme will lapse after
YA 2018.

Concerning individual taxation, the legislation
addresses:
 Spouse deduction and special spouse deduction
 Scope of taxable income for non-permanent
residents
 Scope of taxpayers for properties located outside
Japan
Also, the consumption tax treatment of virtual
currencies is addressed.
Source KPMG website

Singapore Budget 2017
1. The Big Picture
“How will Singapore cope against a backdrop of
political and economic uncertainty, rapid technological
change and a rise in anti-globalisation sentiment
around the world?”
This appeared to be the key question that Finance
Minister Heng Sweet Keat attempted to answer when
he delivered his Budget Speech on Monday, 20 th
February 2017.
In the next phase of economic development,
innovation will be a crucial ingredient in ensuring
Singapore’s success or in the worst case scenario its
very survival.
Budget 2017 appeared to be an extension on the
wide ranging report by the Committee on the Future
Economy (CFE) which was released earlier on 9
February 2017. We see common threads running
across both of these reports.
In a nutshell, the rapidly changing and hugely
unpredictable global landscape would require a new
kind of skill set and competencies of both businesses
and workers alike.
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D) SME Go Digital Programme (SMEGDP)
Under the SMEGDP, SMEs will be able to obtain
step-by-step advice on the technologies to use at
the various stage of their growth and even funding
support if they are able to implement their digital
solutions. It is hoped that sectors in retail, F&B,
logistics and cleaning would be able to benefit
from this and that firms will be able to harness on
technology in taking the next step forward.
E) Withholding Tax Exemption (WHT) for Structured
Products offered by Financial Institutions
To continue to promote Singapore as a financial
hub, the qualifying period for the WHT exemption
on payments made to non-resident nonindividuals for structured products will be
extended till 31 March 2021 (renewed when the
scheme expires in March this year).
F) Enhancing the Global Trader Programme (GTP)
The GTP will be enhanced and simplified so as
to facilitate and encourage more trading activities
in Singapore. Some of the enhancements are:
 The requirements for qualifying transactions to be
carried out with the qualifying counterparties will
be removed. Consequently, the concessionary
rate will be granted to approved global trading
companies on income derived from transactions
with any counterparty.
 The concessionary tax rate will be granted to
approved global trading companies on physical
trading income derived from transactions in which
the commodity is purchased for the purposes of
consumption in Singapore.
G) Foreign Worker Levy (FWL): Marine and process
sectors (MPS)
The FWL increases for the MPS sectors will be
deferred for one more year from 1 July 2017 to 30
June 2018. This is one way that the government
is assisting this sector which has been hard hit by
cyclical weakness.
H) Construction Sector
To support this sector, the government will be
pumping in $700m in public infrastructure projects
which local construction firms can bid for. Some
of the projects include upgrading of community
clubs and sports facilities. These projects will be
carried out in FY 2017 and FY 2018.
H) Support for training and development for all
Singaporeans
Funding support for Singaporeans to take
approved courses will be still available via Skills
Future. More e-learning modular courses will be
offered by the local polytechnics and universities
to cater to professions and vocations in a diverse
range of industries. In addition, union members
will be eligible for even further subsidies via the
NTUC Education Training Fund.

I)

Personal Income Tax Rebate
All individual tax residents will receive a personal
income tax rebate of 20% of tax payable for YA
2017. The rebate will be capped at $500 per
taxpayer. There were no rebates given for YA
2016. No further changes for the personal income
tax rates as well as personal reliefs for
individuals. Refer to Annex A for further details.
J) Re-employment age and Additional Special
Employment Credit (ASEC)
The re-employment age will be raised from 65 to
67 from 1 July 2017. Additionally, the government
will also extend the ASEC for two and a half years
till 31 December 2019. This scheme would
provide employers (a maximum of) 3% wage
offset for employees who earn below $4,000 per
month. It is estimated that this scheme will benefit
some 120,000 employees and 55,000 employers.
Refer to Annex A for further details.
K) Conclusion
 At first glance, it would appear that there is not
much on offer for MNCs and SMEs in Budget
2017. However, a closer analysis would indicate
that Budget 2017 is more far-sighted in its
approach. Budget 2017 has built upon the
recommendations made by the CFE. The
government has acknowledged the crucial role
that innovation will play in a world which is
becoming increasingly digital. Programmes such
as the SMEGDP will be a helpful springboard for
companies to embrace digitisation and disruptive
technologies. Budget 2017 has shown that the
government is committed to helping companies in
this journey.
 In
addition,
the government
has also
acknowledged that the marine and off-shore and
construction sectors are in the doldrums. As such,
the government has taken a targeted approach to
assist firms in these industries.
Budget 2017 reaffirms the government’s
commitment to lifelong learning with even more
funds set aside for Singaporeans who are looking
to upgrade their skills. Undoubtedly, increasing
the capacity and competency of the workforce will
be the key to increasing productivity.
Contributed by MGI Alliance PAC
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