Members of MGI Asia

developments in MGI and our profession. After a 4year hiatus, we are having an external speaker to
speak about social media and digital marketing.
Accountants have been said to be generally slower in
embracing technological changes, and amidst the
wave of technological change revolutionising our
profession, such a topic is especially pertinent now.

We are already halfway through the year, and despite
the continuing economic uncertainties, it is still
business as usual for most of us, as we rush to meet
our never-ending audit and tax deadlines.
At the recent International Committee meeting in
Scottsdale, Arizona, our colleagues from the USA, UK
and Europe regions shared the challenges faced in
recruiting new members as the medium-to-large firms
are being gobbled up by larger networks in the face of
the changing landscape in our profession. I am
pleased to announce that despite facing similar
challenges, MGI Asia has increased its membership
by recruiting a new member in Chennai, India. This
increases our coverage and representation in South
India.

I would also urge you to attend the Annual General
Meeting in Frankfurt, Germany. Frankfurt has very
good connectivity to most cities in Asia. Besides,
attending meetings and making yourselves known to
other MGI members is another proactive activity that
you can engage in to make the most of your
membership with MGI.

Imran Assan
Area Leader – Asia

Members often ask about the benefits of membership
in MGI. For most members, their idea of benefits is
measured solely in terms of inward referrals. As a
result of such parochial thinking, a number of
members do not see any benefits of being members.
There have been cases of members joining and then
leaving MGI after 1-2 years on account of not
receiving any inward referral, which was not their
main, but instead their only motivation for joining MGI.
Rather than reactively waiting for inward referrals,
there are proactive pursuits that members can
engage in to make the most of their MGI membership.
Limited or diminishing local opportunities have
pushed some members to take on cross-border work
which requires collaboration with fellow members.
Most of you would recall the Oxfam engagement
awarded to Nathee Audit, our Thailand member. This
engagement also involved our members from
Cambodia, Vietnam and Philippines. I am delighted to
announce that Nathee Audit has secured the Oxfam
engagement for another year, and has also added
MGI Gideon Adi + Rekan, our member firm in
Indonesia, to the engagement. Such collaborative
opportunities are available, but would require effort
and investment on the part of members.

MGI ASIA MEMBER NEWS
MGI Asia regional meeting
MGI Asia is pleased to announce that this years’ MGI
Asia Area Meeting will be hosted by member
firm Tambakad & Goil in the garden city of Bangalore
on 4-5 August.
MGI Asia looks forward to welcoming members to
Bangalore.
To register and visit the meeting microsite, members
should login to the Member Area of the MGI
Worldwide website.

Gatmaitan & Associates making inroads
into the property & construction industry

At the IC meeting, the possibility of increasing
marketing support to our members as a tangible
benefit was also discussed. This is still in its early
stages, and I am sure more details would be available
in this year’s AGM. Whilst there will always be tools
and resources to help members, it is up to the
members to utilise and make the most of these
resources.

Gatmaitan & Associates have been appointed
auditors of New San Jose Builders, Inc.’s (NSJBI)
subsidiaries for the year 2017.
These subsidiaries include Las Casas Filipinas De
Acuzar, a resort located in Bagac, Bataan, a province
north of Manila. The resort is famous for old houses
uprooted from various cities in the Philippines and
relocated and rebuilt in the area.

I hope most of you will be able to attend the upcoming
Asian Area meeting in Bangalore. It aims to be a
relevant program in light of recent changes and
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Two members of Seiyu Audit promoted

Established in 1986, NSJBI has a proven track record
of innovating pioneer projects. It has created a wide
array of choices and methods in purchasing
properties in only the best locations across the metro.
Headquartered in Quezon City, NSJBI is a privately
held real estate company and is in the top 500
corporations of the Philippines.

Kazuhiko Shibata

Shigehiro Kato

Kazuhiko Shibata who had worked in KPMG Japan
for 10 years and subsequently with Seiyu for 4 years
and Shigehiro Kato who has been with the firm for 8
and a half years have been promoted as partners at
the Tokyo and Kyoto offices respectively. This brings
the total partnership to fifteen.

“With the entry of these companies under the NSJBI
umbrella, our firm may become the auditor of choice
of subsidiaries of big ticket real estate players and
construction firms” said Mr. Rodrigo Gatmaitan
Managing Partner, Gatmaitan & Associates, CPAs.

KWSR bags another banking client

MGI GLOBAL NEWS

Khan Wahab Shafique Rahman & Co. Chartered
Accountants have been appointed external auditors of
Standard Bank Limited for the year 2017.

Doing Business Guides
Two new guides for Netherlands & UK have been
published by Verstegen auditors and consultants and
Rickard Luckin Limited respectively.
These guides together with others can be found on
our website at http://www.mgiworld.com/membersarea/knowledge-hub/country-guides

Standard Bank Limited is a medium scale private
commercial bank that was established in 1999 in
Bangladesh. It now has 113 branches in Bangladesh.

Do you know?
We have a suite of network training materials on
our website. Have a look at (you have to be logged in)
http://www.mgiworld.com/members-area/knowledgehub/quality-assurance-audit-independence/qualityassurance-training-webinars
 Audit Quality Assurance
 ISQC 1
 Ethics and audit independence

Kenneth Chau & Co joins a Professional
Services Mission to China
Mr. Ken Yeung, joined the Hong Kong Cross-Border
Investment Services Mission to promote Hong Kong
as the Gateway for Chinese Outbound Investment
The mission aimed to
connect
Hong
Kong
financial
and
professional
services
companies
with
mainland enterprises in
the provinces of Zhejiang
and
Fujian,
seeking
partners
for
their
overseas investment and
business
expansion
interests.

We organise a series of webinars throughout the
year, each hosted by different member firms from
each of our regions around the world. Members can
watch
recordings
of
past
webinars
at
http://www.mgiworld.com/members-area/knowledgehub/webinars
Our website has marketing materials that range
from templates for your firm business cards, letter
heads, banners etc to the MGI Worldwide client video
& ready-made templates to help firms develop a
website
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Flyer to promote tax advantages

largest city in
Brazil in terms of
population. As
the capital of the
state of Paraná,
it is one of Latin
America's
cultural, political
and economic
centres.

With the 2017 Budget Law passed, the Italian tax
authorities have introduced new incentives for foreign
investment in Italy. Three Italian firms MGI De Leone
– Triunfo – Galloni & Associati, Milan, MGI Vannucci
& Associati, Lucca; and Studio Pragma, Fano (PU)
and Rome have collaborated to produce a white
paper to help promote these advantages in their local
markets. Click on image to see the flyer

PROFESSIONAL
NEWS
AROUND THE WORLD
IASB
consults
improvements to
Segments

on
IFRS 8

FROM
proposed
Operating

now

The International Accounting Standards Board
published
proposed
improvements
to
the
IFRS Standard covering operating segments, IFRS 8,
for public consultation.

MGI Worldwide has produced further versions of the
client video in Spanish and Arabic to accommodate
local linguistic and market contexts and help member
firms in these important regions market their
affiliation.

IFRS 8 Operating Segments was issued in 2006. It
sets out the disclosure requirements for information
about a company’s operating segments, products and
services, as well as about the geographical areas in
which it operates and its major customers.

The recently launched client video has been well
received with lots of positive commentary from
members around the world. Many are already using
this as part of their local firm marketing efforts.

The proposed amendments follow on from a Postimplementation Review (PIR) of IFRS 8 that was
carried out to assess whether the Standard works as
intended. The PIR confirmed that the Standard
generally functions well but identified some areas that
could benefit from improvements.

MGI Worldwide Client Video
available in Spanish & Arabic

New member firm from Curitiba Brazil
A former Baker Tilly Brazil member is the latest
member to join the MGI Worldwide network in the
Latin America region. As part of the move, the firm is
delighted to announce its decision to rebrand, using
the MGI-prefix as part of its firm name - MGI
Assurance Auditores Independentes S.S

The proposed improvements in the Exposure Draft
include amendments:
 to clarify and emphasise the criteria that must be
met before two operating segments may be
aggregated;
 to require companies to disclose the title and role
of the person or group that performs the function
of the chief operating decision maker; and
 to require companies to provide information in the
notes to the financial statements if segments in the
financial statements differ from segments reported
elsewhere in the annual report and in
accompanying materials.

Karin Monchak, one of the two partners at MGI
Assurance Auditores Independentes S.S. and also
key MGI Worldwide contact at the firm, explained that
membership of MGI Worldwide will allow the firm to
retain its independence, yet still operate as part of a
well-established international accounting network.
The firm which is based in Curitiba, Brazil, the eight

The IASB has also proposed to amend IAS 34 Interim
Financial Reporting to require companies that change
their segments to provide restated segment
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information for prior interim periods earlier than they
currently do.
The Exposure Draft, Improvements to IFRS
8 Operating Segments (Proposed amendments to
IFRS 8 and IAS 34), can be accessed here.

IASB overhauls insurance accounting
with issuance of IFRS 17
The International Accounting Standards Board (IASB)
has announced IFRS 17, a new set of regulations that
create an international Standard for insurance
contracts.

The consultation is open for comments until 31 July
2017.

IFRS 17 replaces IFRS 4, which was brought in as an
interim Standard in 2004. IFRS 4 has given
companies dispensation to carry on accounting for
insurance contracts using national accounting
standards, resulting in a multitude of different
approaches. As a consequence, it is difficult for
investors to compare and contrast the financial
performance of otherwise similar companies.

Source: IFRS website

IASB proposes tweaks to financial
instruments standard
The International Accounting Standards Board has
proposed a set of minor amendments to the financial
instruments standard to make it easier to implement.

IFRS 17 solves the comparison problems created by
IFRS 4 by requiring all insurance contracts to be
accounted for in a consistent manner, benefiting both
investors and insurance companies. Insurance
obligations will be accounted for using current
values, instead of historical cost. The information will
be updated regularly, providing more useful
information to users of financial statements.

The changes to IFRS 9 would allow companies using
International Financial Reporting Standards to
measure certain prepayable financial assets with socalled “negative compensation” at amortized cost.
“These proposed minor amendments to the Standard
respond to comments received about the accounting
for prepayment options under IFRS 9 and are
consistent with the Board’s enhanced focus on
supporting implementation of major new Standards,”
said IASB chairman Hans Hoogervorst in a statement.

IFRS 17 has an effective date of 1 January 2021 but
companies can apply it earlier.
Other materials accompanying the Standard:
Effects Analysis—which outlines in detail the
expected costs and benefits of the new Standard;
 Project Summary—providing an overview of the
project to develop the new insurance contracts
Standard; and
 Feedback Statement—summarising the feedback
received to the different consultations undertaken
as part of the project.


In explaining its proposed amendments to IFRS 9, the
IASB noted that many financial instrument contracts
(such as mortgages or other loans) allow for
prepayment, which is sometimes referred to as
"negative compensation." If a borrower decides to
prepay a loan, the lender generally receives
compensation. However, some contracts compensate
either the borrower or the lender based on factors
such as changes in market interest rates. Thus, under
such contracts, it's possible for the lender to pay,
rather than receive, compensation even when it is the
borrower who opts to prepay. When applying IFRS 9,
only those financial instruments with “simple” cash
flows (that represent cash flows that are solely
payments of principal and interest) are supposed to
be eligible to be measured at amortized cost or at fair
value through other comprehensive income.

All these materials can be accessed via the IFRS
17 project page on the IFRS Foundation’s website.
The
Board
has
also published
for public
consultation the
proposed IFRS
Taxonomy
Update for IFRS 17. The comment deadline is 18
September 2017.
Source: IFRS website

The proposed tweaks to IFRS 9 would allow particular
financial assets with these kinds of negative
compensation features to be measured at amortized
cost or at fair value through other comprehensive
income, provided certain conditions are met.
Source:
https://www.iasplus.com/en/news/2017/04/ifrs-9prepayment

IAASB
Proposes
Modernization
of
Financial Estimate Audits in Support of
Audit Quality
Significant changes in how auditors evaluate
accounting estimates and related disclosures have
been proposed by the International Auditing and
Assurance Standards Board (IAASB). The changes
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will require auditors to sharpen their focus on risks of
material misstatements arising from accounting
estimates, and to address those risks with more
granular audit requirements.

and circumstances known to them when
exercising professional judgment in applying the
conceptual framework underpinning the Code.
“Compliance with the fundamental principles and
professional skepticism are essential obligations of
professional accountants for audit and other
assurance engagements,” said IESBA Chairman Dr.
Stavros Thomadakis. “We are articulating for the first
time the linkage between the two, making clear the
important role that the fundamental principles play in
enabling auditors and assurance practitioners to meet
the
public’s
expectations
about
exercising
professional skepticism.”

“Accounting estimates are used in many financial
statements—often they are complex, and require
judgement or have estimation uncertainty. It is
especially important that auditors are required to
design and perform procedures to ensure estimates’
reliability,” said Prof. Arnold Schilder, IAASB
Chairman. “The proposed standard will bring
significant changes to many audits, but particularly to
audits of financial institutions, such as banks and
insurers, given the recent shift to accounting for
expected credit losses.”

Once finalized, this material will be included in
the clarified and restructured Code that the IESBA
plans to complete by the end of 2017.

The proposed standard:
 enhances requirements for risk assessment
procedures to include specific factors related
to accounting estimates, namely complexity,
judgment, and estimation uncertainty;
 sets a more detailed expectation for the
auditor’s response to identified risks, including
augmenting the auditor’s application of
professional skepticism; and
 is scalable regardless of the size or sector of
the business or audit firm.

Source: IFAC website

Japan issues Principles for Effective
Management of Audit Firms
After a series of accounting scandals, Japan’s
regulatory Principles for Effective Management of
Audit Firms (The Audit Firm Governance Code,
hereinafter referred to as the “Code”) was published
by the Financial Services Agency (FSA)

International Standard on Auditing 540 (Revised),
Auditing Accounting Estimates and Related
Disclosures, is open for public comment until August
1, 2017. You can comment on the exposure draft
here.

The Code, which primarily focuses on effective
management of large-sized audit firms, comprises
principles regarding: (a) development of a firm culture
where continuous enhancement of audit quality is
valued; (b) establishment of an effective management
function and a function to supervise and evaluate the
management effectiveness; and (c) dialogue toward
enhancing audit quality and transparency of the firm’s
management and organizational operation that makes
such dialogue possible.

Source; IFAC website

IESBA Enhances International Code of
Ethics; Proposes New Guidance for
Professional Skepticism and Professional
Judgment

Audit firms which adopt the Code are required to
explain, in their publicly available documents the
status of the Code’s implementation and related
initiatives. The audit firms need to utilize this
transparency mechanism to further enhance dialogue
and engagement with capital market participants particularly with those charged with governance,
directors, shareholders and investors of listed
companies – toward enhancing audit quality.

The International Ethics Standards Board for
Accountants® (IESBA®) released for public comment
the Exposure Draft, Proposed Application Material
Relating to Professional Skepticism and Professional
Judgment.
The proposed guidance for the first time links key
concepts in the IESBA Code of Ethics for Professional
Accountants™ (the
Code)
and
clarifies
their
application, namely:
 how compliance with the fundamental principles
in the Code supports professional skepticism by
auditors and assurance practitioners for audit,
review, and other assurance engagements; and
 the importance of professional accountants
obtaining a sufficient understanding of the facts

Small and medium sized audit firms are currently not
required to adopt the Code but are expected to
commit themselves to develop a firm culture where
continuous enhancement of audit quality is valued,
enhance transparency, and ensure effective
management of their organization.
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The Malaysian Securities Commission
(SC) releases the new Malaysian Code on
Corporate Governance (MCCG)

INTRODUCING NEW MEMBER

The aim of the new code is to strengthen corporate
culture anchored on accountability and transparency.

When was the firm formed?What was the catalyst in
forming MR Narain& Co?
The firm was formed in the year 1957 by the Late Mr.
M.R.Narayanan which later expanded . At that time of
forming setting up a practice was more lucrative and
independent then getting a job. This was the
motivation for our founder.

The first batch of companies that are expected to
report their application of the practices in the new
code will be those with financial year ending Dec 31,
2017.
This new set of best practices aims to place greater
emphasis on the internalisation of corporate
governance culture, not just among listed companies,
but also among non-listed entities, including stateowned enterprises, small and medium enterprises
and licensed intermediaries to embrace the code.

What type of services, are offered by your company?
Do you have any specific industry specialisation or
clients?
Statutory audit, internal audit and tax representation is
our main services. Statutory compliance for a
business is also undertaken . Audits of hospitality
industry is part of our specialisation. Representation
before tax authorities up to the level of tribunal is also
part of our services.

The new MCCG has 36 practices to support three
principles namely board leadership and effectiveness;
effective audit, risk management and internal controls;
and corporate reporting and relationship with
stakeholders.

How and why you came to join MGI World wide?
We were on the look out for some network outside
India as some of our clients are multi nationals and
business of some of the clients are likey to grow in the
near future. Hence it was important for us to also be
part of a global organisation and to have access to
international advise when that happens.

A key feature of the new code is the introduction of
the Comprehend, Apply and Report (CARE)
approach, and the shift from “comply or explain” to
“apply or explain an alternative”. This is meant to
encourage listed companies to put more thought and
consideration when adopting and reporting on their
corporate governance practices.

What do you hope to gain from membership of MGI?
As indicated above we hope to have contacts outside
our normal area of practice for the benefit of our
clients which will incidentally benefit us also.
What you feel you can bring to the network?
We can take care of operations and provide advise in
this part as required by any member of the network.
Other than that we can share any points of
professional interest and technical advise which
comes within our purview . We will also recommend
to our clients who require any assistance outside the
country to the relevant member of the network.
What do you see as your firm’s strength?
The quality of our procedures and services for every
type of work undertaken and the training that we give

The MCCG also adopts a differentiated and
proportional approach in the application of the code
taking into account the differing size and complexity of
listed companies. The code now identifies certain
practices and reporting expectations to only apply to
companies in the FTSE Bursa Malaysia Top 100
Index and those with a market capitalisation of RM2bil
or more.

to our staff
members
to
undertake
them is our
strength.
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legacy. Succession planning is not a program that
should take place a few years before client service
partners and/or leaders are about to retire. It should
be an ongoing daily occurrence that takes into
account partner governance and compensation,
marketing, recruiting at all levels, and human
resource management. Succession planning needs to
start at the top with a true sense of urgency. Holding
partners accountable for implementing the firm’s
succession plan and compensating them accordingly,
is key to the success of the plan.

TIPS & HELP

Succession with a Sense of Urgency
BY JOE TARASCO

The accounting profession is consolidating at a rapid
pace, and it appears that this trend will continue for
the foreseeable future due to a lack of urgency on
behalf of firm partners to address the deeply rooted
difficult issues and make the necessary changes and
investments to overcome these obstacles to avoid an
upward merger and be a future ready firm. The time
to act is now.

One of the most challenging problems of leading a
CPA firm in this very competitive environment is the
ability to implement succession strategies and
initiatives with a “sense of urgency.”
In order to establish a sense of urgency, firm leaders
must recognize the necessity to implement strategic
goals and objectives that will continuously take the
firm to higher levels of success, and achieve timely
and appropriate succession plans. Progressive type
leaders create a sense of urgency about what is
important to the future success of the firm and their
partners. When leaders fail to manage with a sense of
urgency then complacency, entitlement and comfortzoners dominate the firm’s culture. In fact,
implementing progressive business decisions and
strategic implementation without a sense of urgency
is one of the primary causes for the fast paced
consolidation in the public accounting industry.

“It is not the strongest of the species that survive, not
the most intelligent, but the ones most responsive to
change.” —Charles Darwin
Joe Tarasco, Chief Executive Officer and Senior
Consultant, Accountants Advisory Group

Are all bosses leaders?
“There is a difference between being a boss and a
leader,” writes Mark Miller, CEO of Volaris Group.
“One manages their employees, while the other
inspires them to innovate, think creatively, and strive
for perfection. Every team has a boss, but what
people need is a leader.” In her post on the Elite
Daily blog,
Leyla
Abdullayeva
adds
that
“although leaders and bosses have nearly identical
definitions, in effect, they are different in today’s
competitive world.”

Many of the succession planning issues that should
be addressed are deeply rooted in the following:










Difficulty in attracting and retaining quality
professionals
Inability to improve the profitability and quality of
the client base
Lack of sufficient revenue growth, other than
through minimal increases in billing rates
Ineffective marketing plans and lack of business
development partners
Inadequate formal career development programs
for the staff and younger partners
Primarily a generalist firm and the absence of
high-demand niches, specialty services, and
formal integrated advisory services
A partner compensation system that is not aligned
to the goals and objectives of the firm
Minimal partner accountability for performance
and profitability
Leadership issues at various levels within the firm

While the differences between the definitions of
leader and boss may seem small on paper, the two
terms connote something very different to your
employees. Managers need to understand those
difference and aspire to become a leader.
Here are the 10 key differences between bosses and
leaders:
1. A boss gives answers. A leader seeks solutions.
Part of being a leader means coaching employees. A
leader will help an employee grow by guiding them
through challenges. This is how employees can
develop problem-solving abilities and other skills that
add value to a company.

Many of the CPA firms that we speak to throughout
the country wish to remain independent, but few of
them have implemented formal plans to ensure their
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“Constructive criticism is needed every now and then
to help someone improve,” says Miller. “But
constantly being told what they are doing wrong not
only discourages a person … [it] causes them to
disengage.”

2. A boss manages work. A leader leads people.
“Management consists of controlling a group or a set
of entities to accomplish a goal,” writes Vineet Nayar
in Harvard Business Review. “Leadership refers to an
individual’s ability to influence, motivate, and enable
others to contribute toward organizational success.
Influence and inspiration separate leaders from
managers, not power and control.”

9. A boss chooses favorites. A leader establishes
equal relationships.
Equal relationships help ensure that personal
preferences don’t enter the team dynamic, notes
Abdullayeva. A boss who chooses favorites causes
stress and tension, but a leader tries to treat everyone
equally.

3. A boss expects big results. A leader is generous
with praise.
A leader offers “immediate praise, thanks, and
constructive criticism (when appropriate) as it
happens,” according to business author and speaker
Barry Moltz. Workers are motivated by more than
money. Praise and signs of appreciation can help with
morale and engagement, while a boss who simply
expects good work can miss out on these
opportunities.

10. A leader creates more leaders.
A primary goal for leaders is to create more leaders.
By inspiring and motivating their employees, leaders
set the framework for workers to grow, improve their
skills, and assume leadership roles themselves.

4. A boss counts value. A leader creates value.

A role for the new economy

A leader focuses on creating value through leading by
example, according to Nayar. A boss focuses on
counting value and can even reduce value. “If a
diamond cutter is asked to report every 15 minutes
how many stones he has cut, by distracting him, his
boss is subtracting value,” says Nayar.

“Perhaps there was a time when the calling of the
manager and that of the leader could be separated,”
writes Alan Murray in The Wall Street Journal. “But in
the new economy, where value comes increasingly
from the knowledge of people, and where workers are
no longer undifferentiated cogs in an industrial
machine, management and leadership are not easily
separated. People look to their managers, not just to
assign them a task, but to define for them a purpose.
And managers must organize workers, not just to
maximize efficiency, but to nurture skills, develop
talent, and inspire results.”

5. A boss controls. A leader trusts.
Similar to the way a boss manages work while a
leader leads people, a boss has the tendency to
control workers and what they do. This behavior and
frame of mind undermine productivity and growth. A
leader is not caught up in micromanaging workers
and work; instead, that person relies on trust and
inspires workers to trust others.

Leaders, not bosses, are needed in the new economy
to manage “knowledge workers,” or those who have
high degrees of expertise, education, or experience. A
primary part of their jobs is the creation, distribution,
or application of knowledge. No longer can managers
act as merely bosses and expect employees to thrive;
they must coach their workers and give them the
freedom and support they need to do their work.

6. A boss commands. A leader listens and speaks.
“Bosses tend to give orders; they need their
employees to listen and to obey,” writes Abdullayeva.
“However, leaders always listen to the opinions of
their colleagues and regard them as important.” Miller
adds that bosses talk more than they listen, while
leaders listen more than they talk.

Source: www.allbusiness.com

7. A boss creates circles of power. A leader creates
circles of influence.
Nayar advises managers to look at how many people
outside of their reporting hierarchy come to them for
advice. The more people that do, the more likely it is
that the manager is perceived as a leader.
8. A boss criticizes. A leader encourages.
8

at a larger number of transactions than are currently
tested using sampling, they should be able to identify
redundancies in controls and processes. The value
delivered by an audit should increase significantly and
potentially increase operational efficiency for clients.
3. More specialized firms. Audits can and will be
performed from anywhere in the world. Firms will
deepen their specialization, increasing competition
and allowing clients to select auditors that may meet
their needs better than firms did in the past. The
drawback to using a remote firm isn’t necessarily the
face-to-face component (which can be addressed
through video conferencing and travel) but more the
security of the data being transferred. Cybersecurity
will be key to both clients and auditors as audits
become more virtual.

Next-generation audits: Better, faster,
cheaper?
BY ANN CLELAND

Our profession is understandably shaken by the
impact of automation on our audit services. A
substantial portion of what we do now as auditors can
and will be accomplished by machines in the not-toodistant future.
Oddly enough for a client service profession, the topic
of how these changes will impact our clients never
seems to come up. A quick Google search shows no
articles or information on what audit clients should
expect to experience in the next three to seven years.
With all the focus on our profession, processes and
standards, we have lost focus on the most important
part of our services: the client.

Normally when automation comes online and
competition increases, fees/costs will decrease. I’m
not certain that will happen in the brave new world of
audit. Auditors will be expected to deliver so much
more than we have in the past. The value clients
should expect to see from their audits will be
exponentially greater than what we deliver now. The
level of effort should shift and result in improved
deliverables, but not necessarily cheaper ones.

So what should our clients expect from our new audit
services?
1. More focus on them. An automated audit
approach will allow many of the less technical and
more time-consuming tasks to go the way of the dodo
bird. This change should allow audit teams to focus
on higher-risk areas and delve deep into the client’s
businesses to provide the genuine market insights
and business advice most of my clients ask for every
day.

Clients should look forward to these next-generation
audits. Even though the overall audit cost may not
change, the value to be delivered through these
services will increase exponentially.

The overall quality of the engagements should
improve due to this risk-based approach. Auditors
should have more time to consult, guide, and deliver
value to clients. I’ve never had a client thank me for
an excellently performed payroll voucher exam. I have
been thanked for resolving regulatory conundrums or
improving the customer’s experience through more
effective processes. Next-generation audits should
allow for more of this type of consultation.

Ann Cleland is a partner at Horne Cyber, where she
oversees all aspects of the Top 100 Firm’s cyberassurance services.

2. More accurate audits. Audit automation could
result in testing of 100 percent of a population of
transactions year-round. There shouldn’t be a need to
tie up conference rooms and the finance team for
weeks or months of the year when the audit can be
performed on each day’s transactions as they occur.
If transactions are tested daily or weekly, exceptions
can be brought to the client’s attention throughout the
year. There will be less testing performed at year end,
allowing for more timely and speedy sign-offs of
financial information. Because auditors will be looking

As we wrap up another busy season, it’s time to think
about strategic planning for our firms. Most CPAs are
pretty effective and accomplished in the planning
process. We invest the time and money in retreats we
focus on the future, get lots of ideas on the table,
agree on objectives and goals for the next year,
commit to an action plan and sincerely want to move
the firm forward. But what happens to all of the good
intentions? How many of us really make significant
changes, and really accomplish the objectives and
goals?

Clients should start the conversation today with their
current service providers to plan for this future
approach.

Strategic planning lives or dies with
implementation
BY GARY ADAMSON
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partner group are aligned with the firm’s goals
and strategies for the year.
 Is it nice if we accomplish the action items or is it
mission-critical? Does it have any influence on a
partner’s compensation whether they achieve it or
not? Many firms set the expectation and may
even include it in a partner’s goals, but the
compensation system is not aligned. True
accountability must include compensation.
 Keep the strategic initiatives from the retreat alive
and “top of mind.” Make sure that a status report
is a lead agenda topic for every partner and
executive committee meeting. Share the strategic
initiatives with the team right after the retreat.
You’ll be more likely to get something done if
others are watching.
 Someone should own the overall implementation
process and that is your managing partner. They
should be the person driving the process and
holding the rest of the partner group accountable
to achieving the action plan.
 If you utilize an outside consultant to facilitate
your planning retreat, ask that they build some
follow-up time with you into the engagement. It
can be a couple of phone calls spaced out to
check in and see how you are doing
Make sure that your investment in strategic planning
pays dividends for the firm. Your post-meeting
implementation plan may be the missing piece and
the key to your success. Don’t leave it to chance.

While we may be effective in the planning process,
most of us struggle (or fail altogether) with the
implementation of the strategic plan. We just don’t
seem to be able to get it done. The entire strategic
planning process literally lives or dies on how well we
implement.
We all know the drill. We’re energized leaving the
planning meeting, we return to the office, the to-do list
is still there, the e-mails are piled up, the phone rings
and we’re back to doing what we do – serving clients.
That’s what we enjoy and we tell ourselves that we’ll
get around to the “retreat stuff” when things slow
down a little bit. Most of us never seem to get around
to it.
There are several common realities and roadblocks,
including those in the preceding paragraph, that stand
in the way of successfully implementing our strategy.
They exist in most CPA firms and our implementation
plan should be designed to overcome them. If your
implementation plan addresses the following, you will
significantly improve your odds for success.










“There are just too many things that we are
working on to get it all done.” A common mistake
is to come out of a retreat with a long laundry list
of action items. We are doomed to fail if there are
more than three or four strategic objectives that
we are committing to over the next 12 months.
Remember the key word is “strategic” and that
means they are significant to the firm.
We all know that each of the action items needs
to be owned by someone and that there needs to
be a completion date. Make sure that the
champion is an individual and not a group or
committee or more than one person. It is much
more difficult if not impossible to hold a group
accountable. And make sure that the due dates
are reasonable (not overly optimistic).
Does the champion who owns an action item or
strategy have the time to accomplish it, especially
if it is significant? Or do we just expect that
person to get it done on top of their existing client
and firm responsibilities? If this is a strategic
priority, we must enable them to be successful
and that means creating the time to accomplish it.
Don’t be a lone ranger. The champion needs to
get other people involved. If it is a sizeable
initiative and important to the firm, build a task
force to accomplish it. Make sure you bring some
of your young people into the process. The
Millennials want to be “a part of it” in your firm and
they will make a contribution.
Is the action item a significant part of the
individual partner’s goals for the year? Further,
make sure that the individual goals of the entire

Gary Adamson, CPA, is the president of Adamson
Advisory, specializing in succession planning and
strategic planning for CPA firms.
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1. Support. Industry-leading support consists of
access, problem resolution and service, and when
you support your customers, they will support your
business. Start by providing clear and easy access to
you on your website home page and elsewhere, to all
client/customer support resources. Commit to, and
follow, a customer-centric process for acknowledging,
understanding and resolving any and all customer
issues. Many requests that surface as “support
requests” actually result in professional services
projects. Properly defining what is covered under
support programs is a key way to support existing
customers, and can be a primary source of additional
revenues from an installed base.

5 ways to make more money with existing
clients
BY PEYTON BURCH

Accounting and IT consulting firms tend to have
tunnel vision when it comes to mining their existing
clients for additional work. Either they don’t think
about how to make more money with their current
business, or they just don’t know how to start the
conversation. Here are some ideas on how to do
both.

2. Communication. Consistent and frequent
communication is needed to stay top of mind with
existing customers. Forward-looking firms send
clients information on new products, services and
training programs. Many host dinners or other
gatherings at industry events and user conferences.
At a minimum, partners should engage customers on
a quarterly basis. These ongoing conversations
strengthen the relationship; those efforts can pay real
dividends when it’s time to ask for a renewal or
referral.

The challenge
Motivation is crucial, but many organizations focus
primarily on rewarding new sales. Too few have
recognition or incentive programs for sales to existing
customers, and salespeople naturally channel their
energies into areas where they are rewarded. Sales,
marketing and consulting assets are typically tasked
with new business pursuits.
Selling to current customers requires unique skills and
knowledge. The personnel involved must be familiar
to the clients, and the clients need to be familiar with
them. Unfortunately, the original salesperson and
project leads are usually chasing new business, so
assigning an unfamiliar person to expand or renew an
existing account seldom works without an effective
transition plan. It’s almost like starting from scratch.

3. Training. This is a critical element in any effort to
build sales from an installed customer base. The tools
and methods discussed here require special
knowledge and ongoing reinforcement – and IT
groups and consultants can often benefit from outside
assistance in these areas. For example, the
Information Technology Alliance (ITA), a membershipbased organization for IT professionals, promotes
learning in key business areas, information sharing,
and relationship building to improve the way they do
business. There are numerous venues for accessing
new skills and knowledge that will help you grow your
practice – choose carefully, and don’t discount the
value of professional networking in conjunction with
acquiring new skills and knowledge.

Change is a constant in any business, and creates
challenges and opportunities for upselling and crossselling existing clients. New product releases provide
an excellent (let alone mandatory) opportunity for
contacting your installed base. A strategically
positioned partner can benefit when a customer
engages in mergers or acquisitions, expands into new
markets, or introduces new product or service lines.

4. Technology. There’s no doubt you probably have
invested time and resources into improving your
technology, so use it wisely to better mine your
installed base. Start by defining the relevant
processes and workflows. Then, be sure to fully
leverage your software. The key is to have a single
place for all relevant information, from client/customer
contacts and renewal dates, to proposals, SOWs,
project documentation, support cases and more. If
you are selling and servicing clients effectively, you
have significant information about those customers.
Leverage that data to expand sales in your existing
customer base.

In times of contraction, a trusted advisor can help
position the client for survival and future growth.
Regulatory changes present ongoing challenges, and
a good partner can play a primary role in guiding
customers through the compliance environment.
What works?
Firms that succeed leave little to chance. Mining the
existing client base begins with a strategy of taking
excellent care of clients and customers, and then
creating opportunities to engage them in a frequent
and structured manner. Like any relationship, it takes
effort. Here are five ways to meet your goals:
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5. Referrals. Never underestimate the power of a
referral. This is a great way to grow revenues from
your client base, but asking for referrals takes
confidence. To even start this process, of course, the
seller must be doing a great job for the referring client.
Most customer firms understand and appreciate the
dynamics of these relationships, and satisfied clients
are typically willing to help. Astute partners find ways
to pay it forward by referring new business to their
clients, highlighting their customers’ success in case
studies or on social media, and promoting awards or
other client accomplishments. Be sure to
acknowledge referrals with formal thank-you notes,
gift cards or charitable donations, and let your client
know how the referral turned out.

are an unsatisfactory mash-up of instinct, compromise
and stale ideas.
Fortunately, there’s a better way. Delegate the
creation of your marketing strategy to a small team
with authority to make decisions. Research the
current needs and preferences of your target
audience (remember, these change from year to
year). Create a differentiated brand to make sure your
buyers remember you. And then implement tactics
with a proven ability to generate results.
2. Critical Skill Gaps
Based on my experience, many accounting firms
simply have the wrong people in charge of marketing.
Effective marketing requires a broad set of skills, from
copywriting and search engine optimization (SEO) to
using social media and web analytics. Yet when
they’re making staffing decisions, many firms focus
more on minimizing costs — and less on maximizing
impact. Or they may hire good people, but then give
them so many duties that they can’t succeed. The
harsh reality is that most firms simply don’t
understand which skillsets are required in today’s
marketing environment.

Focus and plan
Current clients and customers can be a rewarding
source of new and higher sales, but any sales effort
requires significant focus and investment. Spend
some time as a firm mapping out your strategy to
mine additional revenue; you’ll likely find new sources
within a short amount of time.
Keep existing customers happy, stay in touch, and
always be looking for ways to serve, and sell, the
prospects you know best.

3. Botched Implementation?
Some firms have trouble putting workable strategies
into action. They may start out with lots of energy,
only to find that enthusiasm soon fades when people
have to implement the plan. For example, a firm might
plan a monthly webinar series, but after producing
one or two, interest fades and the effort dies. The
same thing can happen with blogging and networking
as well. It’s far too tempting to put time and effort into
work for paying clients.
Another reason marketing efforts can fail is when they
don’t deliver results immediately. Management may
lose faith in the effort and return to previous tactics—
sometimes, just when the new approach was about to
take off.

Peyton Burch, CPA, CITP, is a senior channel
executive with Intacct, and an expert in managing
high-performing value-added reseller organizations
and building high impact relationships

5 ways accounting
efforts often fall short

firms’

marketing

LEE FREDERIKSEN

Most firms face a never-ending challenge finding and
acquiring new clients. According to a recent study,
over 70 percent of firms make business development
a major priority. Here are five basic mistakes that
undermine many firms’ ability to attract new business.

4. Non-functioning Funnels
We all know about the ideal sales funnel. Prospective
clients enter at the top, where they learn about you. In
the middle of the funnel, you work to nurture
prospects and earn their trust. It all pays off at the
bottom, where prospects are transformed into paying
clients.

1. Strategy Non-Starters
The great majority of CPA firms stumble in how they
develop a marketing strategy. Here’s how. Typically,
toward the end of the year, a firm assembles a team
of partners and senior executives to brainstorm ideas
for marketing and develop an approach for the
coming year.
One problem with this approach is it’s very difficult for
large groups to reach a consensus of opinions. Also,
big groups tend to resist change, meaning next year’s
plan will more than likely be pretty similar to this
year’s. Last but not least, since most accounting firms
are run by accountants, they’re generally conservative
on spending and tend to shy away from new types of
marketing investments. This results in strategies that

The problem is, some firms don’t have all the pieces
of the funnel connected, or they leave out key parts.
Prospects can’t move smoothly through the funnel.
They may get stuck—or lose interest and simply
leave.
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MGI ASIA COUNTRY UPDATE

Cyber Security
Protection

in

China

and

Data

Background
With China's new Cybersecurity Law, effective 1st
June 2017, businesses in China will find themselves
facing increased internet regulation with the aim to
protect Critical Information Infrastructure (CII). Critical
Information Infrastructure is broadly defined in Article
31 of the law as "public communication and
information services, power, traffic, water, finance,
public service, electronic governance and other
critical information infrastructure that if destroyed,
losing function or leaking data might seriously
endanger national security, national welfare and the
people's livelihood, or the public interest”.

As a result, a firm might be great at attracting new
prospects, but then fail to provide offers to extend the
relationship. Or they may effectively attract new
readers with blog posts, but then neglect to include
tools for deepening the engagement.
5. Driving Blind
Most people would not drive at night if their car had
no headlights. Yet many accounting firms do
essentially just that—paying little or no attention to
how their marketing efforts actually perform. Without
tangible evidence of what is and what working, they’re
basically flying blind.
This is another area that we’ve researched, and we’ve
found that high-growth firms generally monitor more
metrics compared to their low-growth peers. It’s easy
to understand why: they have the data they need to
adjust their campaigns on the fly. These firms also do
more audience research to gain a clearer
understanding of their buyers’ motivations.
Firms that rely on gut feelings or anecdotal evidence,
in contrast, are much more likely to invest in tactics
that underperform—or pursue the wrong prospects
using the wrong message.

Important definitions relevant to the law are found in
Article 76 of the law.
1.
"Networks" refers to systems comprised of
computers or other information terminals and related
equipment that follow certain rules and procedures for
information
gathering,
storage,
transmission,
exchange and processing.
2.
"Network security" refers to taking necessary
measures to prevent network attacks, incursions,
interference, destruction and their unlawful use, as
well as unexpected accidents; to put the networks in a
state of stable and reliable operation, as well as
ensuring the capacity for network data to be
complete, confidential and usable.
3.
"Network operators" refers to network owners,
managers and network service providers.
4.
"Network data" refers to all kinds of electronic
data collected, stored, transmitted, processed, and
produced through networks.
5.
"Personal information" refers to all kinds of
information, recorded electronically or through other
means, that taken alone or together with other
information, is sufficient to identify a natural person's
identity, including, but not limited to, natural persons'
full names, birth dates, identification numbers,
personal biometric information, addresses, telephone
numbers, and so forth.

Be a More Rigorous Marketer
“Half the money I spend on advertising is wasted,” the
legendary retailer John Wanamaker famously said.
“The trouble is, I don’t know which half.” Since his
death in 1922, many advertisers and marketers have
struggled with the very same challenge in knowing
where to invest their limited marketing dollars.
But thanks to digital marketing, it’s now fairly easy to
get accurate insights into what is and isn’t working.
Accessing these insights takes diligence and a more
scientific way of thinking about marketing accounting
services.
Lee Frederiksen, PhD, is managing partner of Hinge,
a branding and marketing firm for professional
services.
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2016 Cybersecurity Law; Article 76
Because "Network Operators” is a term so broad that
it can include any business which operates a website
within mainland China, it is important to understand
the new law.

security report. CII operators will be subject to
spot tests to test readiness, they must perform
emergency response drills, share network
security information with relevant parties, and
provide technical assistance for network security
management and recovery. (Articles 38 & 39)
3. Penalties
 Violating the provisions in Articles 41-43 can
result in the confiscation of unlawful gains and a
fine 1-10 times the amount of the unlawful gains.
In situations where there are no unlawful gains
then a fine up to rmb1,000,000 may be
administered and responsible personnel may be
fined up to rmb500,000 in serious circumstances.
(Article 64)
 Using products or services that have not been
given a security review can get a fine of 1-10
times the purchase price and responsible
personnel may be fined up to rmb100,000. (Article
65)
 Storing network data outside of mainland China
can result in confiscation of unlawful gains, a fine
of rmb500,000, temporary suspension of
operations, revocation of business licenses and
permits and individual fines up to rmb100,000 for
responsible personnel. (Article 66)

Important aspects of the law
1. Privacy Protections:
 The bill grants many privacy protections for
network users in mainland China. Network
operators will be required to strictly maintain
confidentiality of user information and will be
required to install protection systems to defend
user information. It is required that network
operators explicitly state their purpose, means,
and scope when collecting user data. The
network operator must gain the user¡¯s
permission before they collect any data and no
data unrelated to the services the network
operator provides can be legally gathered. In the
event that data is leaked, corrupted, or lost,
network operators must immediately take
remedial measures, quickly inform users and
make a report to the relevant departments in
accordance with regulations. Network operators
may not unlawfully sell or provide a user’s
information to any other party. (Articles 40-44)
2. Network Security:
 The new cybersecurity law implements a tiered
network security system. Network operators will
be required to follow measures designed to
prevent
network
interference,
damage,
unauthorized access, data leaks, theft, and data
falsification. Network operators will be required to
immediately
remedy
security
flaws
and
vulnerabilities when they are discovered and must
provide security maintenance throughout the time
period agreed upon with clients (Articles 21 & 22).
 Network operators will be required to generate
emergency response plans and put them into
immediate action for network security incidents,
such as computer viruses or network attacks
(Article 25).
 Critical Information Infrastructure (CII) Operators
purchasing network products and services that
could impact national security must have their
purchases sent through a national security
review. (Article 35)
 The law requires that information gathered and
produced in mainland China must be stored in
mainland China. If it is truly necessary that
information be stored outside of the mainland
then a security assessment must be conducted
(Article 37).
 At least once a year Critical Information
Infrastructure operators must perform an
inspection of network security and submit a

Contributed by LehmanBrown & Co

Hong Kong signs agreement with Ireland on
automatic exchange of financial account information
in tax matters
Hong Kong has signed an agreement with Ireland for
conducting automatic exchange of financial account
information in tax matters (AEOI) from 2018 onwards,
a Government spokesman said today (June 8).
"We have been seeking to expand Hong Kong's AEOI
network with our tax treaty partners. Including the
agreement with Ireland, Hong Kong now has 12 AEOI
partners. The others are Belgium, Canada, Guernsey,
Italy, Japan, Korea, Mexico, the Netherlands,
Portugal, South Africa and the United Kingdom.
"The Government also plans to extend the application
of the Multilateral Convention on Mutual
14

APPLICABILITY
CGST
•Levied on intra-state supplies of goods & services
•Applicable on both, goods & services
SGST
•Levied on intra-state supply of goods & services, that
is administered by the respective state government
IGST
•Levied on the supply of any goods and/or services in
the course of inter-state trade across India
•Includes any supply of goods and/or services in the
course of import into India and export of goods and/or
services from India.
•It will replace the present Central Sales Tax
•Applicable for all inter-state transactions, import and
export of goods and/or services

Administrative Assistance in Tax Matters to Hong
Kong. An amendment bill will be introduced into the
Legislative Council in late 2017. This will help further
expand our AEOI network," the spokesman said.
(Source from: http://www.ird.gov.hk)
Contributed by Kenneth Chau & Co

Utilization of input under CGST, IGST and SGST
CGST = Input Tax Credit can be utilized for CGST
and IGST in the same order
SGST = Input Tax Credit can be utilized for SGST
and IGST in the same order
IGST = Input Tax Credit can be utilized for IGST,
CGST and SGST in the same order

India implements GST
GST is a destination based tax and levied at a single
point at the time of consumption of goods or services
by the ultimate consumer.
GST will be levied on all goods and services except
on goods outside the ѕсоре of GST, exempted goods
& services and transactions below threshold limit.

The taxes expected to be subsumed and NOT
subsumed into GST

Threshold limit is annual turnover of Rs.10 lakh for
businesses in the North-eastern and hill States, and
Rs. 20 lakh for rest of India. No tax will be payable on
export of goods and services as they are considered
as 'zero rated supplies'.
Small taxpayers with an aggregate turnover• in а
financial year up to Rs.75 lakhs shall be eligible for
composition scheme (i.e. tax at а flat rate without
credits).

State taxes
Likely
to
be NOT likely to be subsumed
subsumed
Value Added Tax
Stamp Duty
Purchase Tax
Profession Tax
Entry Tax, Octroi, Motor Vehicle Tax
Local Body
Tax
Sales
Tax partially
Sale tax on five petroleum products
namely Petroleum Crude, Motor Spirit
(petrol), High Speed Diesel, Natural Gas
and Aviation Turbine
Fuel
for a
period of time. GST Council would
decide the date of including them in
GST.
Entertainment Tax Electricity Duty –Doubtful because of
inclusion of electricity in the definition of
term “goods”
Luxury Tax

GST Acts
Tax
Applicable Act
Levied by
Intra-State supply (within State or union
territory)
CGST
Central GST Act, 2017
Central
Government
SGST
29 State laws
State
Government
UTGST Union Territory Goods Central
and Services Act, 2017
Government
Inter-State supply (outside the State) &
imports
IGST
Integrated Goods and Central
Services Act, 2017
Government

Betting,
Gambling
and Lottery Tax
Surcharges
and
State Cesses
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Central taxes
Likely to be subsumed
Central Excise Duty
Additional Duties of Excise

1.
Tax invoice
When a registered taxable person supplies taxable
goods or services, a tax invoice is issued. Based on
the rules regarding details required in a tax invoice
are as follows:
a) Name, address and GSTIN of the supplier
b) Tax invoice number (it must be generated
consecutively and each tax invoice will have a
unique number for that financial year)
c) Date of issue
d) If the buyer (recipient) is registered then the
name, address and GSTIN of the recipient
e) If the recipient is not registered AND the value is
more than Rs. 50,000 then the invoice should
carry:
a. name and address of the recipient,
b. address of delivery,
c. state name and state code
f) HSN code of goods or accounting code of
services
g) Description of the goods/services
h) Quantity of goods (number) and unit (metre, kg
etc.)
i) Total value of supply of goods/services
j) Taxable value of supply after adjusting any
discount
k) 11. Applicable rate of GST (Rates of CGST,
SGST, IGST, UTGST and cess clearly
mentioned)
l) Amount of tax (With breakup of amounts of
CGST, SGST, IGST, UTGST and cess)
m) Place of supply and name of destination state for
inter-state sales
n) Delivery address if it is different from the place of
supply
o) Whether GST is payable on reverse charge basis
p) Signature of the supplier

NOT
likely
to
be
subsumed
Customs Duty
Research & Development
Cess

Excise on Medicinal and Toiletries
Preparation Act
Additional Customs Duty (CVD) –
equal to central excise on like
goods manufactured in India
Special
Additional
Duty
–
Supposed to be equal to CST
which was earlier 4%. Not changed
inspite of drop in CST rate to 2%.
Surcharge and Cesses
Central Sales Tax
GST Return
Every person registered under GST Act has to
periodically furnish the details of sales, purchases and
tax paid and collected there on by filing return with
GST Authorities. Before filing any return, payment of
tax due is pre requisite otherwise such return will be
invalid.
Types and due date of filing GST return:
GST return can be filed in different forms depending
upon the nature of transactional return forms that are
applicable for normal tax payers and their due dates
are as follows:
•Monthly details of outward supplies in FORM GSTR1 by the 10th of next month.
•Monthly details of inward supplies in FORM GSTR-2
by the 15th of next month.
•Monthly filing of Return in FORM GSTR-3 by the
20th of next month.
•Annual filing of Return in FORM GSTR-9 by 31st
December of next financial year.
Note:
1.
Please be informed that Return cannot be
revised once filed.
2.
GSTN will not allow to furnish the details of
outward supplies from 11th to 15th of the month.
3.
Acceptance or rejection of inward supplies
details auto populated on GST site will have to be
done by you on or before 15 to 17th of the month.

2. Bill of Supply
Tax invoice is generally issued to charge the tax and
pass on the credit. In GST there are some instances
where the supplier is not allowed to charge any tax
and hence a Tax invoice can’t be issued instead
another document called Bill of Supply is issued.
Cases where a registered supplier needs to issue bill
of supply:
•
Supply of exempted goods or services
•
Supplier is paying tax under composition
scheme

Penalties
High penalties will be charged as per the provisions,
in case of non-filing of any of the applicable returns.

Details to be obtained from the customer:
The following basic details should be obtained from
every Vendor and Customer –
Vendor/ Customer Name
GST Number
State of Registration
Principal Place of Business (address)

INVOICING UNDER GST
In the GST regime, two types of invoices will be
issued:
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•
Any taxes, duties, сеѕѕеѕ, charges levied
under any law other than the GST Acts if charged
separately
•
Any amount that the supplier is liable to рау
but which has been incurred by the recipient & not
included in the consideration
•
Incidental expenses & any amount charged
for anything done by the supplier at the time of or
before delivery of supplies
•
Interest, late fee, penalty for delayed
payment of consideration
•
Subsidies directly linked to the price except
subsidies provided by the Central & State
Governments

HSN code for their products dealing with
Additional Place of Business (from where goods and
services will be delivered or to which the goods and
services are to be delivered)
These details should be obtained separately for each
State in respect of every Vendor/ Customer
Meaning and scope of Supply
Supply includes:
(a) all forms of supply of goods and/or
services such as sale, transfer, barter, exchange,
license, rental, lease or disposal made or agreed to
be made for a consideration by a person in the course
or furtherance of business,
(b) importation of service, for a consideration
whether or not in the course or furtherance of
business

The value of the supply shall exclude discount which
is given:
•
Before or at the time of the supply if such
discount has been recorded in the invoice at the time
of supply.

Time of supply
Liability to рау tax on supplies shall arise at the time
of supply. It is determined аѕ follows:
Item
Time of supply is earliest
of the following dates:
Goods on which tax is  Date of issue of Invoice
paid other than on
(if issued)
reverse charge
 Last date for issue of
invoice u/s 31(1)
 Date of receipt of
payment
Goods on which tax is  Date of the receipt of
paid on reverse charge
goods
 Date of receipt of
payment
 Date
immediately
following 30 days from
date of issue of invoice
Services on which tax  Date of issue of invoice
is paid other than on
if within last date u/s
reverse charge
31(2) (i.e. 30 Days)
 & if not, then date of
provision of service
 Date of receipt of
payment
Services on which tax  Date of receipt of
is paid on reverse
payment
charge
 Date
immediately
following
30 days
from date of issue of
invoice

Place of Supply
Place of supply of goods shall, depend on the location
of the supplier and place of supply.
There are 2 kinds of supply:
•
Intra-State supply - the location of the
supplier and the place of supply are in the same
State/Union Territory. When there is intra state supply
of goods, SGST & CGST are levied.
•
Inter-State supply - the location of the
supplier and the place of supply are in different
States. In case of inter-state supply of goods IGST is
levied
Place of supply of goods
Situation
Place of supply
Supply
involves Place of goods at the end of
movement of goods
movement for delivery
Supply
does
not Place of the goods at the
involve movement of time of delivery to the
Goods
recipient
Goods are assembled Place of such assembly or
or installed at site
installation
Supply on direction of Principal Place of Business
3rd person
of 3rd person
Goods imported into Location of Importer
India
Goods exported from Location outside India
India
Points –
1.
If goods are delivered to any person on the
direction of а third person, whether acting аѕ an agent
or otherwise, before or during movement of goods, it
shall be deemed that the said third person has
received the goods and the place of supply is the
principal place of business of such person.
2.
Where the place of supply of goods cannot be
determined by referring to above provisions, then the

Value of supply
The value of supply shall be the transaction value,
which is the price actually paid or payable where the
supplier & the recipient are not related.
Price includes:
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same shall be determined by law made by parliament
in accordance with recommendations of the Council.
Thus there might be addition in the situations to
determine place of supply.

The value of supply in cases between related persons
or between distinct persons (with the same PAN) will
be:
1.
Open market value
2.
Value of supply of ‘like kind and quality’
3.
Cost based value or Residual valuation
Import of services by a taxable person from a related
person or from any of his other establishments
outside India, for business purposes, will be treated
as supply.

Place of supply of services
General rule
Place of supply of services except the services
specified elsewhere shall determine as follows:Case i:- If services are provided to registered person,
place of supply shall be the location of such person.
Case ii:- If services are provided to person other than
registered person, place of supply shall be the
location of
 Recipient where the address on record exists
&
 Supplier in any other cases.

Composition Scheme
1.
If total turnover in the preceding FY is Rs. 75
lakhs or below, may opt to рау an amount at
prescribed rate on turnover
not exceeding the
following rates:
Manufacturer
1%
Composite supplier of food or drink for 2.5%
human use
Other supplier goods
0.5%

For specified services

Situation

Place of supply

Services
directly
in
relation to an immovable
property , including by
estate agents, architects,
interior·
decorators,
surveyors, engineers etc.,
grant of rights to use
property or for carrying
out of construction work
Services of restaurant &
catering,
personal
grooming, fitness, beauty
treatment, health service
including cosmetic and
plastic surgery
In other cases

Location at which the
property or boat or
vessel is located

2.
Conditions:
i. Cannot collect tax from recipient
ii. Not entitled to ITC
iii. Not applicable for supply of
 Services other than composite supply of
food/drink
 Exempt goods
 Inter-State outward supplies
 Goods through E-Commerce Operator who is
required to collect TCS u/s 52
 Notified goods.

Location of recipient where property located
outside india

Location
services are
performed

where
actually

Input Tax Credit
Location
recipient

of

the

Note: For all unregistered supplies availed by you,
GST will be liable to be paid by the purchaser at full
rate and take the credit of the same (if eligible). Also
invoice to be made for all unregistered supplies and to
be kept in records.
Transactions between Related Persons
Supply of goods or services or both between related
persons or between distinct persons as specified in
section 25, when made in the course or furtherance of
business SHALL BE TREATED AS SUPPLY EVEN
IF MADE WITHOUT CONSIDERATION.
Distinct
persons
means
that
the
various
branches/business verticals of a person whether they
are in the same state or not. But if the branches are
registered separately then they will be treated as
distinct persons.
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1)
Any registered person can avail credit of tax
paid on the inward supply of goods or services or
both, which is used or intended to be used in the
course or furtherance of business.
2)
If ITC is received on account of CGST, then it
first it should be used to pay CGST and then IGST. It
cannot be used to pay SGST
3)
ITC received on account of SGST, then first it
should be used to pay SGST and then IGST. It canot
be used to pay CGST.
4)
ITC received on account of IGST, the first it
should be used to pay IGST, then CGST and balance
if any should be used to pay SGST

Impact on ITC due to Transition:1.
The closing balance of CENVAT Credit (or
Input credit) can be claimed as ITC only if the balance
of CENVAT is mentioned as “Closing balance to be
carried forward” in the last return filed just before GST
Regime.
2.
The CENVAT Credit, to be carried forward,
must qualify as ITC under both the tax regimes.
3.
GST allows to avail the balance of un-availed
CENVAT credit in his electronic ledger. For eg – As
per CENVAT Credit Rules, 2004 a person was able to
avail only 50% credit in the first year and the
remaining in subsequent years. But now under GST,
the person can avail the un-availed credit of CENVAT
on Capital goods not carried forward in the last return
filed.
4.
To carry forward the balance of CENVAT the
person shall file electronically an application in FORM
GST TRAN-1 within 90 days.
5.
Any credit admissible under CST Act 1956
will not be admissible under GST Act

Negative list under ITC
ITC shall not be available in following cases:•You cannot claim ITC for goods & services used for
personal purposes.
•Motor vehicles and other conveyances
•Goods and/or services provided in relation to:
i. Food and beverages, outdoor catering, beauty
treatment, health services, cosmetic and plastic
surgery, except under specified circumstances;
ii. Membership of a club, health and fitness center;
iii. Rent-a-cab, life insurance, health insurance except
where it is obligatory for an employer under any law;
iv. Travel benefits extended to employees on vacation
such as leave or home travel concession;
•
If you have acquired goods & services under a
contract which results in construction of immovable
property other than plant & machinery.
•
If you have paid tax on goods & services under
GST composition scheme.
•
If goods & services have been used to build
immovable property other than plant & machinery &
such property is not transferred.
•
Such goods & services which have been used by
employees for their personal consumption.
•
If depreciation has been claimed on the cost of
capital goods, then they are not eligible for Input Tax
credit.
•
Any tax paid due to short payment on account of
fraud,
suppression,
mis-declaration,
seizure,
detention.

Contributed by Kamdar Desai & Patel

Standard & Poor upgrades Indonesia's
sovereign ratings
S&P Global Ratings raised Indonesia’s credit rating to
investment grade, bringing it in line with the other two
main rating companies and paving the way for more
fund inflows into Southeast Asia’s largest economy.
The sovereign rating was lifted to BBB- from BB+ with
a stable outlook
The upgrade should cut Indonesia's cost of funds,
which is relatively expensive compared with regional
peers.

5)
SGST charged in one state cannot be be
claimed as Input Tax Credit in another state. For egSGST charged in Gujarat cannot be claimed as ITC in
Maharashtra. Hence Company’s address has to be
mentioned everywhere
6)
To avail ITC, payment has to be made within
180 days from the date of Invoice.
7)
Input Tax Credit will not be available for good
stolen or lost or written off.
8)
No ITC beyond September of the following FY
to which invoice pertains or date of filing of annual
return, whichever is earlier.

Bank of Indonesia has said Indonesia deserved an
investment grade after a host of improvements in its
external balance, including a narrower current
account deficit.
Indonesia is trying to lure investors for a $450 billion
infrastructure drive to revive economic growth. In
recent quarters, Indonesia has had annual growth of 5
percent or less.
Sourced from Reuters newsite
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(US$1.25) for three-star, and RM2.5 (US$0.62) for
non-rated accommodation.
The tourism tax will be levied over and above the
goods and services tax and service charges.

Japan Inheritance tax
From 1 April 2017, the inheritance and gift tax rules in
Japan will change.
Foreign nationals whose visa status is that of a
permanent resident, spouse of a permanent resident
or spouse of a Japanese national will continue to be
subject to the full rules with no exemptions.






National Legislative Assembly Thailand
(NLA) approves the new Customs Act
B.E. 2560 (2017)

Foreign nationals who have lived in Japan for 10
years or less out of the last 15 will no longer be
subject to the rules on assets located outside of
Japan.
Foreign nationals who have lived in Japan for
more than 10 years out of the last 15 will continue
to be subject to the full rules with no exemptions.
In addition, if they permanently leave Japan they
could be liable to pay these taxes for up to five
years after their departure.
Japanese nationals who decide to relocate their
tax residency outside of Japan will now have to
wait 10 years (instead of five) to no longer be
subject to Japanese inheritance and gift tax.

On May 17th the new Customs Act B.E. 2560 (2017)
was officially announced in the National Gazette. The
Act, which repeals the outdated and controversial
Customs Act B.E. 2469 (1926) and its prior
amendments, will come into effect mid November
2017. There are many new changes to take note of
since the existing Act only had 122 sections, whereas
the new Act has 262 sections.
Some of the key amendments are outlined below
• Elimination of strict liability presumptions on an
accused for claims of customs duty evasion.
• Elimination of presumed liability for officers,
directors, and other authorized persons.
• Decrease in the percentage of fines claimed as
rewards for whistleblowers under the Customs Act.
• Significant change in the calculation of criminal fines
for claims of duty evasion.
• For the first time, the Court can apply discretion in
calculation of criminal fines.
• Imposition of limits on post-clearance audit
timelines.
• Creation of clear timelines for Board of Appeal
review.
• Imposition of a clear deadline for return of duty
guarantees
• Changes to licensing requirements for goods
consigned into Free Zone areas

This revise influences tax planning in Japanese
inheritance tax.
Contributed by Seiyu Audit Corporation

It is understood that there will be around 80 subregulations to be announced before the Act becomes
effective. The Customs Act of 2017 represents a
significant step forward in introducing improvements
in fairness and clarity for those involved that will
benefit not only business operators and importers, but
the Thai government itself.

Malaysian tourism tax
Malaysia’s customs department has announced that
with effect from August 1, foreign visitors as well as
domestic tourists will have to pay a tourism tax to
operators of different types of accommodation. The
tax, which has to be paid regardless of business or
leisure travel, has been fixed at RM20 (US$5) for fivestar hotels, RM10 (US$2.5) for four-star, RM5

Sourced from PwC and Tilleke & Gibbins website
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