Members of MGI Worldwide Asia

I would of course stress that this does not mean
that we should expect a silver platter. On the
contrary, this is a collective and collaborative
effort requiring active involvement from
members to utilise the available resources and
guidance to augment their own outreach and
marketing capabilities. More details will be
shared in the coming months.

The usual cheer that accompanies the start of
the year has been overshadowed by the roller
coaster ride in financial markets. It has become
impossible to read the markets, as daily swings
of about 400 points in the Dow Jones Industrial
Average have become the norm.
Some people have observed that the
unpredictability of the financial markets has
similarities to audit reports in that it is a tall order
to extract much usable information from both.
The recent and dramatic collapse of UK
construction services company Carillion plc has
renewed calls for large audit firms to be split, so
as to prevent familiarity threats from impairing
the independence and objectivity of auditors.

Imran Assan
Area Leader – Asia

There is clearly a huge expectation gap, with
stakeholders looking to auditors to address very
specific matters in their audit reports. Auditors,
on the other hand, argue that their role cannot
be so elastic to contort to accommodate every
need of every stakeholder. The reality is that
audits by their very nature and scope have
limitations and were never intended to serve as
perfectly clean bills of health.

MGI WORLDWIDE MEETINGS 2018
Australasia Regional meeting
12 - 13 April
Canberra

This is not to be confused with the need for
improvement in audit quality. But more and more
audit firms will be headed for the exit door as
long as they are required to effectively carry
unlimited liability, which clients are unwilling to
cap regardless of the level of audit fees. If
auditors ask for commensurately more fees to
cover the increase in scope, the clients in turn
make for the exit door. “Vox clamantis in
deserto”.

MENA/AFRICA Joint Regional meeting
2-3 May
Dubai, UAE
North America Regional meeting
17 - 18 May
South Beach, Miami, Florida
Latin America Regional Meeting
23 - 25 May
Quito, Ecuador

Turning to more positive developments, I am
delighted to announce that MGI has launched
the Membership Enhancement Project. Together
with Maxine and Emma, the Regional
Coordinators will be reaching out to firms with
tools and methodologies to enable firms to
derive even greater value from their
membership.

Europe Regional meeting
7-8 June
Trésigny - Near Paris
Asia Regional meeting
24-25 August
Hong Kong
2018 Global AGM
17 - 19 October
San Francisco, USA
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Bulgaria, Greece and Albania, A&BA Group is well
placed to advise clients and fellow MGI Worldwide
member firms on accountancy matters throughout
Europe. A&BA Group specialises in serving
European clients in the natural resources, not-forprofit, charity, energy, petroleum and trade sectors, to
name just a few.

MGI ASIA MEMBER NEWS
Gatmaitan & Associates moves offices
Philippines member Gatmaitan & Associates have
moved to a bigger office. The new office is based in
Muntinlupa City, the southernmost highly urbanized
city of the National Capital Region (NCR) or Metro
Manila.
“The larger space
allows us to add more
functions in order to
improve our valueadded services to our
clients” said managing
partner
Rodrigo
Gatmaitan.
This new location
provides
better
accessibility for both
clients and employees

Boubyan Consulting Company, Kuwait is a twopartner firm. Their specialisms lie in risk consulting,
corporate governance, transformation, regulatory
compliance,
business
performance,
risk
management, internal audit, tax and internal controls
reviews. They have extensive experience supporting
clients in a wide range of sectors, including real
estate, telecom, aviation, banking, healthcare,
transport,
education,
petrochemical,
hospital,
entertainment, oil and gas and not-for-profit
organisations with their consulting and accountancy
needs.
AND Bağımsız Denetim A.Ş. a 5 partner firm
specialises in helping clients with their tax and
auditing needs, covering a wide variety of areas
including initial company set-up, bookkeeping,
mergers and acquisitions, transfer pricing and
evaluation.
The firm is based in the metropolitan city of Izmir, is
home to the country's main export port, with a large
volume of freight handled here, as well as Turkey's
free zone, the result of a Turkish-US joint venture
established in 1990.

Congratulations! Seiyu Audit Corporation
Toshiyuki Hitomi, partner of Seiyu Audit Corporation
has been appointed as the comprehensive auditor
from the Kyoto City local government. The term will
be from April 2018 to March 2020.

Kamdar Desai Patel redesigned website
KDP launched their new look and feel website in
March. The website is modern and functional

Haiti based AMF_Experts provides accountancy
services to clients in a wide range of industries
across the Caribbean, including healthcare,
education, agriculture, telecoms, finance, energy and
construction. It is also one of the few Haiti accounting
firms to carry out audits financed by the US
government via the United States Agency for
International Development (USAID)
The usage of high quality images and the colour
scheme makes the website visually appealing

Dva Dukata doo is among the top 100 accounting
firms in Serbia. The firm's full-service offering
includes accounting, bookkeeping, tax consulting,
ERP consulting and labour relations services. Dva
Dukata doo operates across two locations in
Belgrade, the capital of Serbia.

MGI GLOBAL NEWS
Successful start to 2018
It has been a good start for MGI Worldwide as we
welcome six new members joining us from across the
network in Skopje, Republic of Macedonia; Izmir,
Turkey; Belgrade, Serbia; Kuwait City, Kuwait, Portau-Prince, Haiti and Minna, Nigeria

Five-partner firm Haruna Yahaya & Company, is
among the top ten accountancy firms in Nigeria and
specialises in providing solutions in the fields of
accounting, auditing, tax planning, training and
business restructuring to its clients. The head office is
in Minna the capital of Niger State and they have
offices in Kaduna, Abuja and Lagos.

Audit & Business Advisory (A&BA) Group is
based in Skopje, the capital of the Republic of
Macedonia. As the country borders Kosovo, Serbia,
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MGI Europe 2018 talent meeting

PROFESSIONAL
NEWS
AROUND THE WORLD

The second Talent Meeting was held on 19 January
at the Airport Hotel Steigenberger Frankfurt,
Germany, the primary goal of the meeting was to
build the future network of MGI professionals.
All members were invited to attend this one-day
event, primarily aimed at young rising talents within
the firm, specialists (tax, VAT, audit, IFRS etc.), and
partners who usually don't attend MGI meetings.
The meeting attracted 85 people from 19 different
countries, many who had never been to an MGI
meeting before. The meeting saw an increase of 23%
in registration from last year.

FROM

IFAC releases Agreed-Upon Procedures
Engagements
IFAC (The International Federation of Accountants)
has released a new publication, Agreed-Upon
Procedures (AUP) Engagements: A Growth and
Value Opportunity. It provides a great opportunity for
small- and medium–sized practices (SMPs) to grow,
and deliver a valuable client service.
The publication describes AUP engagements, when
they are appropriate, and, identifies key client
benefits. It also covers examples of financial and
non-financial information AUP engagements and
provides six short case studies with example
procedures that might be applied.

Online member marketing materials
We have a suite of marketing materials that range
from templates for your firm business cards, letter
heads, reports, presentations, banners etc & readymade templates to help firms develop a website.
Member case study, white papers and employee
handbook insert on what it means to be part of MGI
are also available

You can access the publication HERE

SME’s face partner rotation in Japan

There are also NEW client communications produced
to help members of MGI Worldwide make the most of
their membership when talking with their clients. This
includes flyers, PowerPoint presentations and a
dynamic client video that members are welcome to
use on their own firm websites.

The partner mandatory rotation rule in Japan will be
more severe for Small & Medium sized audit firms.
The interval term will be from 2-5 years for Engaging
partner, from 2-3 years for Engaging Quality Control
Reviewer. The Japanese Institute of CPA has agreed
to this rule and it will start from 2020.

Have a look at (you have to be logged in)
http://www.mgiworld.com/members-area/knowledgehub/marketing-material

IFRS Taxonomy 2018
The IFRS Foundation published IFRS Taxonomy
2018, which includes a number of updates to the
IFRS Taxonomy 2017.

International
Accounting
Bulletin
publishes world survey global ranking
The International Accounting Bulletin has published
its 2018 rankings of Networks and Associations
globally. MGI Worldwide has ranked number 20 in
the world and in Asia Pacific based on the network
fee data.

The IFRS Taxonomy facilitates the electronic
reporting of financial statements that comply with
IFRS Standards. It reflects the presentation and
disclosure requirements in IFRS Standards and the
accompanying materials to IFRS Standards. The
IFRS Taxonomy also includes elements for
disclosures not specifically required by IFRS
Standards that companies commonly report.

According to the World Survey the gap between the
bigger and smaller global networks continues to
widen.

Updates to the IFRS Taxonomy are released during
the year to reflect changes to IFRS Standards,
common reporting practice by companies that apply
IFRS Standards, general improvements to the IFRS
Taxonomy or technology changes.
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The IFRS Taxonomy 2018 incorporates the IFRS
Taxonomy Update for IFRS 17 Insurance Contracts
and Annual Improvements and the IFRS Taxonomy
Update—Prepayments Features with Negative
Compensation - Amendments to IFRS 9

TIPS & HELP

For the IFRS Taxonomy 2018 files and supporting
information, please go HERE

Redefining what it means to work
2018 IFAC GLOBAL SMP SURVEY
By Debbie Roos
IFAC, the International Federation of Accountants
released the 2018 IFAC Global SMP Survey. The
#SMPSurvey is open in 20+ languages until May 21,
2018.

Some employees just aren’t that into you.
In fact, according to Gallup News polls, employee
engagement has been flat since 2000, and only 32
percent of U.S. workers were considered engaged in
their jobs in 2015. So how do you create an
environment where people want to come to work and
actively help you achieve your vision?

The survey, which is issued every two years, is
designed to be completed by senior professionals of
small- and medium-sized practices (SMPs), whose
clients are predominately small- and medium-sized
entities (SMEs). It is intended to take a snapshot of
key issues, and track important trends and
developments, facing this sector.

As your company grows, this can be a challenge. In
less than five years, our CPA firm of 18 employees
grew by more than 120 percent and is now a
midsized team of more than 45. Although the growth
is positive, change has a palpable effect on the
company culture and the relationships among staff.
As a result, we’ve focused a number of efforts on
reaping the upside of all this change and moving the
organization quickly through it. Although we’ve
maintained an 82 percent retention rate among
employees over the last five years, keeping the staff
engaged is an ongoing process.

This year, the survey has questions on attracting next
generation talent, talent management initiatives,
responses to technology developments, as well as on
investment in marketing and branding.
Your response will contribute to global insights that
will help your Member Organization and IFAC better
serve you. Please complete HERE

Here are three ways we’ve invested in our company
culture:
Strengths vs. Weaknesses
Most of us have spent a lifetime getting feedback on
our weaknesses: red ink on school papers, coaches
hollering when a play went horribly wrong, and those
“in the future, you should focus on improving…”
comments in annual reviews in the professional
world. In 2015, we incorporated a strengths-based
approach into our culture and it has empowered
people, improved engagement, and increased
productivity.
Our firm also sponsors strengths-based 1:1 coaching,
which gives our teammates an opportunity to
recognize and act on areas where they can excel.
The process has brought staff closer, recognizing
each other’s skill sets and talents. One employee
who likes to collect and archive information has
paired his skills with a firm-sponsored food blog to
discuss issues that affect the restaurant industry, one
of our key sectors. He’s doing something he enjoys
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while helping the firm with team building and
promotion. There’s a reason why so many successful
organizations are incorporating strengths into their
culture. It’s changed how some staff work. For others,
it’s changed how they view work. For many, it’s
changed how they view themselves.

engaged in their lives as they are with our company.
These personal investments in their non-work
dreams also encourage them to recharge their
batteries and enjoy life.
One of my favorite things is watching a recruiting
candidate ask, “What’s it like to work here?” Down to
the last employee, their faces light up, as they
describe why they choose to come here every day
versus someplace else. And for each person, the
story—the “why”—is different. But the outcome is the
same and very simple: We have built an engaged
workforce that steps up and produces great things for
our clients.

Nurturing Relationships
Our employees have thrown knives (not necessarily
at each other), jumped off high platforms, and even
raced in life-size hamster balls. It’s an example of our
recent team-building investment where we shut down
the office for a day and focused on building personal
connections. Whether it’s a stunt ranch, zip-lining
through the Texas Hill Country, or going on a
downtown scavenger hunt, getting to know
colleagues outside of the work setting is a great
opportunity to strengthen relationships which pay off
back in the office.

Debbie Roos is the chief operating officer for ATKG
LLP, a San Antonio, Texas accounting firm.

Another way we encourage collaboration is ensuring
everyone has a team focused on their growth needs
at each stage of their career, regardless of their role
in the firm. From the moment an employee accepts
our offer, a “buddy” is assigned to ensure their social
integration—making sure they have someone to sit
with at Crock Pot lunch, be the font of knowledge for
all the “new person” questions, and explain all the
things not found in the employee manual. Our
Performance Stewards do just that—responsibly and
carefully managing the performance of our
teammates
through
coaching,
feedback,
encouragement and training opportunities. And our
Champions, selected by the teammates themselves,
help our folks take a long-term view of their careers
and their life goals, and marry them up with
organizational connection points. Perhaps most
notably, this non-billable investment is valued by the
firm and treated as a “must do” even during busy
season.

A formula for transforming your firm
By Gary Boomer
Leadership + compliance + advisory = firm
transformation.
This is a simple formula, yet one that is difficult for
most firms to execute. It also shows that
transformation can and should include compliance
and advisory services. This is not an either/or
proposition.
I have written previously about how change simply
isn’t enough in today’s rapidly evolving accounting
profession. To change means to continue doing the
same things but introducing some degree of
variation.

Enhancing Prosperity
Every so often our firm’s partners randomly choose a
name (out of an overly decorated bucket), and make
a staffer’s dream come true. Seriously.
Marcus wanted to take professional cooking classes
at Sur La Table, so we bought him some chef knives
and sent him on his way. Amy wanted to see the
Broadway play Hamilton in New York City, so the firm
paid for her airfare, theater tickets and hotel for her
trip to the Big Apple. Several other employees had
skydiving on their bucket list, so they jumped out of
an airplane and checked that off.

Technology is disrupting and commoditizing many
traditional services and, at the same time, providing
excellent opportunities to firms willing to transform
their thinking (mindset) and services (skill sets). Even
the recent tax reform is not long-term protection for
those in tax. It will simply bring more automation at
an even faster pace to the preparation process and
force the profession to move to advisory services if
they want to sustain their success and be futureready.

Our random drawing is just another way we show our
staff that we appreciate them and want to be as
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The key is transformation.

than $1,000 annually (significantly less in many firms)
is probably the best example. H&R Block is teaming
with IBM Watson for these services. Is this a viable
long-term strategy for growth and sustaining
profitability in your firm?

Transformation means doing something utterly and
radically different. But can you transform yourself and
your firm by continuing to do what you have been
doing and simply add advisory services? Based on
my experience and the study of innovation, the
answer is “No.” I base this on what I have seen and
heard in leading firms over the past several years.
When we ask firm leaders why they are not growing
advisory services, they basically give three answers:

4. Finally, will firms be able to honor their deferred
compensation agreements to retired and retiring
partners if they don’t transform? If this becomes an
issue in firms, it will become more difficult to attract
top talent and perhaps limit the firm’s investment in
technology and automation.

1. We don’t have time.
Over the past several years, the continuum of value
has evolved, and it is easier to explain why
compliance-related services increase in value when
you package and price them with performance and
strategic advisory services. We now refer to this as
“playing through the line.” On the compliance side,
you are limited by capacity, while on the performance
and strategic side you are limited by capability.

2. Our technical professionals do not feel comfortable
consulting and prefer compliance work. This will
require a transformational journey, not a one-time
event.
3. We don’t know how to package and price advisory
services. Our current business model needs to
change. We still measure value by the hour.

In the past, many firms have approached project
management from a scarcity and control perspective,
rather than from an abundance and talent
development perspective.

To me, these answers should be a wake-up call.
Firms, like individuals, have needs and wants. The
biggest difference between wants and needs is that
you don’t have to justify wants. The following four
factors will impact your ability and motivation to
transform:

Shifts in mindsets, skill sets and toolsets are required
to play through the line. Also, innovation comes from
hindsight, insight and foresight. Who is responsible
for innovation in your firm? Do you have filters? Do
you have a budget and resources?

1. Stronger leadership is required and must provide
the courage, commitment, capability and confidence
to transform the firm. This also requires partners who
want to lead and share the firm vision. Firm leaders
see the need for transformation far in advance of
when they can prove it to those who are happy with
the status quo. Please don’t forget that “change” isn’t
enough in today’s rapidly changing world.

Firms that remain successful and future-ready must
focus on five critical areas to have a distinct
advantage in the market.
1. Leadership is required at all levels and firms must
change their mindset to automate and push work
down. This provides both opportunities for growth as
well as time to think, plan and grow (transformation).
It is difficult, if not impossible, for tightly scheduled
professionals to transform themselves and their firms.

2. A skills gap often exists in many firms because
they have mainly hired accountants in the past and
done little to provide training in consulting, marketing,
sales, project management and collaboration. The
larger firms are hiring non-accountants with finance,
project management, data analytics, process
improvement and strategic planning skills. Highervalue advisory services require a collaborative team.
You can speed up the transformation process by
simply focusing on “who” rather than on “how.”

2. Processes are critical from both an effective and
value-add perspective. It is as important to stop doing
low- or no-value processes as it is to start adding
processes that add value and improve the experience
for the client and staff.

3. You must give up something from the past for a
transformation to occur. Many firms have continued
on their existing path and tried to work harder,
resulting in burnout and performance issues, while
future-ready firms have consciously made decisions
to filter both clients and lower-end services. Individual
tax preparation for clients who pay total fees of less

Think automation, elimination and one-way workflow
to improve effectiveness and the customer
experience. Reduce cycle times if you want to
increase margins. Consider a Lean Six Sigma project
for key services like tax preparation, audit, billing and
collection, and client on-boarding.
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their leadership and corporate governance aren’t
properly aligned.

3. Growth is necessary for sustainability as well as
the attraction of talent and quality clients.
Transformation requires a game-changer mindset,
rather than a conventional success mindset. The
game-changer mindset attracts talent and clients.
Don’t get caught in the conventional success trap.

To illustrate the problem, many CEOs and managing
partners at smaller firms become their firms’ leaders
because they were either the biggest biller, the
partner with the most billable hours, or the firm’s best
business development partner. Further, the executive
committee or partner board at these firms usually
wears many hats in addition to their client service
responsibilities (operating subcommittee, finance
subcommittee and compensation subcommittee,
etc.). The executive committee generally doesn’t
function properly as the participating partners have
plenty of firm responsibility but little, if any, authority
and, as a result, feel powerless and unfulfilled. And
finally, at many of these firms, the CEO and the
chairperson of the executive committee are usually
one and the same. That can be overbearing for both
the partner and the firm.

4. Talent that believes in the vision of the firm and
who are life-long learners are the fuel for your future.
When you think of talent, think diversity and inclusion.
It will make your firm more innovative and attractive
to talent and clients.
5. Technology is the accelerator and will continue to
disrupt at an increasing pace. Base your strategy on
the hard trends, like the exponential growth of
processing power, bandwidth and storage. Make sure
to integrate your technology plan with your vision and
strategic plan. If you don’t have current plans, reach
out to experienced consultants and visionaries. It will
save you time, increase return, and reduce risk.

A thriving, growing firm requires that leadership and
corporate
governance
take
on
roles
and
responsibilities that are very different than those at
smaller, slumbering firms.

As you can see, the formula of “leadership +
compliance + advisory = transformation” is simple,
but difficult to implement if you don’t have the right
vision and supporting culture to execute. It is easy for
any organization, and especially accounting firms, to
get caught in outdated mindsets and conventional
success.

For sure, the CEO at a growing, thriving firm more
than likely isn’t the biggest biller or the best business
developer, the executive committee is not involved in
day-to-day operations, and for sound corporate
governance the executive committee chairperson
might very well not be the firm’s CEO.

Think of your firm as a technology company with a
market for business and financial solutions. Be a
transformative leader and leverage your existing
clients and staff by expanding your capacity and
capability through technology and talent. Assess your
resources and opportunities. Think outside your firm
when it comes to available resources and
collaborative opportunities. It is a great day to be a
CPA.

For a firm that wants to “run with the big dogs,” the
key objectives and responsibilities of each of these
constituents usually looks like the following:
Key Objectives and Responsibilities of the CEO
•
Create a one-firm, firm-first culture (that
requires partners thinking “our clients” not “my
clients”), implement firm procedures and policies, and
instill best practices in areas such as communication,
business growth, cost controls, etc.
•
Drive revenue and profitability; oversee short
and long-term financial condition.
•
Protect the firm from significant risk. This
requires the CEO to make sure that staff and
partners are appropriately trained, evaluated,
adhering to firm policies, and appropriately analyzing
risk from a perspective of client acceptance, as well
as client continuation.
•
Be actively involved in the community by
attending events, joining boards of directors and
becoming active leaders of nonprofit entities.
•
Mentor future leaders. This requires continual
communication with partners and staff and assisting
partners in setting their goals and how they can

L. Gary Boomer is the visionary and strategist at
Boomer Consulting Inc.

What does the right leadership and
corporate governance look like at smaller
firms?
By Dom Esposito
Why do so many smaller CPA firms eventually merge
up?
While there are many reasons, one reason for sure is
that many smaller firms can’t capitalize on the
opportunities that may be in front of them because
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•
Continue to service a small number of clients
to remain credible with partners and clients and to
stay technically current.

improve themselves as well as the firm. It also
requires that partners be held accountable, partners
be evaluated against goals that were agreed to in the
year-end evaluation and goal setting meetings.
•
Commit
to
growth
through
industry
specialization by building expertise, effectively going
after target clients and providing value to existing
clients.
•
Assure that partners and staff are providing
world class client service while not sacrificing quality
by taking the pulse of key clients and the services
being provided. This includes taking an active role in
client service and communication plans.
•
Communicate
within
the
community,
partners, staff and clients by maintaining a positive
and enthusiastic outlook while dealing with both good
and bad news effectively and in a timely manner.
•
Design and develop a strategic plan,
incorporating the firm’s strategic goals, and direct its
development and implementation.
•
Assure that the firm has an effective HR
personnel plan for meeting current and future client
needs.
•
Resolve major client disputes with legal
counsel assistance as required.
•
Ensure that all partners and managers
understand the firm’s financial goals and that day-today decisions are made consistent with these goals.
•
Lead all partner meetings (I strongly
encourage a meeting a month).
•
Assure compliance with firm policies
regarding capital expenditures and operating
expenses, and oversee, monitor and control
operating expenses consistent with firm policy.
•
Assure
proper
utilization
of
firm
administrative management and information systems.
•
Function as the major spokesperson with
major business organizations and publications.
•
Maintain relationships with leadership at
other CPA firms (potential combination targets) and
focus on providing services they cannot provide.
•
Implement and maintain effective client billing
and collection policies and procedures consistent
with firm policy.
•
Seek laterals who can beef up bench
strength and diversification.
•
Monitor individual partner and manager fee
realization versus plan and recommend actions to
address negative variances.
•
Oversee client transition and succession
planning for retiring partners.
•
Foster partner involvement in firm social
functions and support personnel recognized for
outstanding service in the community.
•
Make sure that client services are handled in
the most effective and efficient manner with the
appropriate client service team.

Key Objectives and
Executive Committee

Responsibilities of

the

Most firms do not need part time committees, sucking
up, in some cases, about 200 hours of a partner’s
year, if they have an effective CEO, supporting
leadership/senior management team and an effective
Executive Committee led by a Chairperson --- all
functioning on the same page.
The Executive Committee at the most successful
firms usually has a very small but very important
charter as summarized below:
•
Overseeing the soundness of the firm’s
strategic plan and execution of the annual budget.
•
Addressing all partner matters including
mergers/acquisitions, new partner admissions,
terminations, compensation and discipline.
•
Making sure that the partnership agreement
is up to date and reflective of the firm’s governance
needs.
•
Evaluating the effectiveness of the CEO, the
Chairperson and the supporting leadership/senior
management team.
Key Objectives and Role of the Executive
Committee Chairperson
The chairperson (if for no other reason than for sound
corporate governance, the chairperson should be
someone other than the firm’s CEO) is responsible
for the oversight and effective performance of the
executive committee and provides leadership to all
aspects of the committee’s work. The chairperson
acts as the communicator when appropriate for the
executive committee’s decisions and acts in an
advisory capacity for the CEO on matters concerning
the interests of the firm. Other responsibilities
include:
•
Developing meeting agendas with input from
the CEO and other executive committee members,
and sends out the agenda and supporting
documentation in advance of the meetings.
•
Serving as moderator and chairs the
meetings.
•
Calling special committee meetings when
necessary.
•
Forming and making committee assignments
as necessary.
•
Recommending an annual schedule of the
date, time and location of meetings.
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•
Determining, in collaboration with the CEO,
the date, time and location of the annual partner
meeting and developing the agenda for the meeting.
•
Conducting feedback sessions for the CEO
at the end of each meeting.
•
Serving as a sounding board for the CEO
related to personnel, strategy, or operational matters
as needed.
•
Serving as chair of the compensation
subcommittee.
•
Serving as a sounding board for all
committee members as needed.
•
Arranging orientation and on-boarding for
new committee members.
•
Leading a self-assessment process and
solicit feedback annually on committee member
performance from other constituencies within the
firm.
•
Evaluating CEO performance with input from
the
committee
and
make
compensation
recommendations.
•
Annually
assessing
and
making
recommendations regarding the effectiveness of the
executive committee as a whole, any subcommittees,
and the individual members.

Three Security Vulnerabilities Every Accounting
Firm Must Address
Over the past year we saw a record-breaking high of
1,579 data breaches, as such accounting firm
leadership around the world have security
vulnerabilities first on their agenda.
But when practices across the globe collect and store
both firm and client data, how can you be sure your
organization won’t be next? In short, protecting
against a data breach requires a significant amount
of planning and resources. If you don’t know where to
begin, we suggest that you first understand the top
three security vulnerabilities that every accounting
firm innately has:
1. Sensitive data is a target for hackers and
malware
In 2017, we saw an almost 300% growth in global
ransomware, which is malicious software that takes
control of your computer until you “ransom” your data
from the hacker that attacks the technology
infrastructure of businesses of any size. Between
attacks on Equifax (145 million people), Uber (57
million people), WannaCry (300,000 systems around
the world) and Yahoo (3 billion accounts), it’s clear
the threat of hackers and malware on sensitive data
is only growing.

Today, more than in recent times, as margins
continue to get squeezed and organic growth
continues to be evasive, CPA firms are laser focused
on strategy, growth (both organic and through
mergers and acquisitions), and partner earnings. To
that end, firms should properly align their leadership
and corporate governance so as to enable them to
remain independent, achieve quality growth and
enhance partner earnings.
Dom Esposito, CPA, is the CEO of Esposito
CEO2CEO LLC, a boutique advisory firm consulting
with small and midsized CPA firms on strategy,
practice management, mergers and acquisitions.

To avoid being the next victim, it’s critical that
organizations stay on top of all operating system
patches, including patches on software or apps that
store data, like Google Chrome. We also encourage
organizations to utilize endpoint antivirus applications
that have the ability to communicate with edge
network devices (firewalls/network). This will limit the
inconsistency in the security of different devices and
make it more difficult for hackers to find a
vulnerability.
2. Employees are your main threat
No business wants to consider that its employees
could be a source of security vulnerability, but it’s
true. In 2016, 77% of data breaches involved an
insider, which means even the most careful allocation
of access and permissions can be compromised
through employee negligence and sabotage.
Another complication is the increase in bring-yourown-device (BYOD) environments. Seventy-four
9

percent of organizations either use or are adopting
BYOD policies, which introduces a loss of control,
standardization and compliance plus it creates a
more complex security environment for your IT
partner to manage.

In short, the next time you read about an enormous
security breach in the news, you’ll rest easy knowing
you’ve taken every precaution to protect your
organization from these common vulnerabilities.
Alessandra Lezama is the CEO of AbacusNext, a
software and private cloud services provider for the
legal and accounting professions.

Minimizing this risk requires the creation of a unique
security strategy that aligns with your long-term
business goals: consider restricting the types of apps
allowed on employee devices or getting consent to
use a Mobile Device Management software (MDM)
and educate your employees on security best
practices with thorough onboarding and training.

The accountant’s guide to AI, cloud
software and the robot revolution
By Levi Morehouse

3. Your organization hasn’t had a full risk
assessment
The final threat to your accounting firm’s security is
that most accounting firms don’t have a clear picture
of the vulnerabilities that present the largest security
threats to their organization. Less than 40% of
organizations have conducted full-network active
vulnerability scans more than once per quarter – a
sure sign that the first step in addressing these
vulnerabilities and building an overall IT strategy is to
perform a full risk assessment.

There are few words that make accountants more
uncomfortable than robots, cloud software and
artificial intelligence. These are the hot topics in
financial technology, but they are also the very things
that accountants fear will make them irrelevant.
Here’s the good news: The real future of accounting
technology isn’t about a technological advancement.
It’s replacing the old model with a new one.
Rise of the Robo-Accountants
According to Accenture, 80 percent of accounting
and finance related activities will be delivered with
automation in the next few years. Many professionals
are wondering what the future of their jobs will look
like, and whether they have a place in that future.

In a risk assessment, you’ll receive a detailed report
answering questions such as:
 Asset list of all internal/locally stored data
 Asset list with locations of all cloud based data
storage for both firm and clients
 Value of data sources
 Redundancy of both local and cloud based
storage/software systems
 Update policies of both local and cloud based
storage/software systems
 What would happen if either data sources were
damaged or lost?
 What are our system’s most significant threats
and vulnerabilities?
 What’s the best way to minimize exposure to
these threats and vulnerabilities?
 Resolution plan should a breach occur

There’s no reason to dread these technological
advancements. In fact, there are plenty of reasons to
be excited for the future of accounting—as long as
you’re not stuck in old ways and you are willing to
become what I like to call a “robo-accountant.” Roboaccountants are accounting or finance professionals
who have adopted automation to perform timeconsuming, redundant and repeatable data-entry
tasks, and work hand in hand with this automation to
be super professionals with superpowers. They aptly
interface with these automation bots and use their
personal experience, education and instincts to bring
value to business decision makers.

Final Thoughts
Where We’ve Been and Where We’re Going
With that being said, when the future of accounting is
brought up, people tend to talk about it as though one
single technological development will change the
industry forever. In reality, the future of accounting is
much bigger than technology. The future of
accounting is about a new way of doing business, not
one single piece of technology. That model is
providing clients with solutions, not tools.

Securing your firm’s and your client’s data is not
something that can be completed with one action or
one decision; it’s an ongoing process that must be
reviewed and updated regularly. This is why it’s so
important that accounting firms take a comprehensive
approach to designing and implementing an IT
strategy that takes these changes into account and
starts with a comprehensive risk assessment.

10

Since the beginning of modern business, there’s
been a need to account for the inflows and outflows
of money, and since then, accounting has been
through countless technological revolutions.

the customer solution. As you transform into a roboaccountant, your job will evolve by becoming less
tedious over time. It will become less about entering
data and more about assisting with high-level
decisions. It will empower you to leverage your
professional knowledge, not just your work ethic and
willingness to grind.

During the 13th century, medieval Europe moved to a
monetary economy centered around trade. The
bankers and merchants in Venice and Florence who
were loaning money and selling goods had a strong
need for accounting to keep track of their money. As
a result, double-entry bookkeeping was brought into
the industry. By the end of the 15th century, it was
the standard.

Here are a few ways you can move into the future
right now:
●
Move everything to the cloud. Big data and
the ability to integrate with third-party automation, AI
and machine learning will be critical.
●
Prepare yourself and your team to provide
value-added analysis. As automation replaces the
mundane pieces of accounting, your role will be to
interpret data and communicate it to your clients. We
suggest training your team to do this high-value
service as soon as possible.
●
Learn about the needs of the small business
market. This market will be critical as the market
moves into higher value, lower cost accounting.

Fast forward to the 20th century and the invention of
mainframe computers. Suddenly, accountants at
large enterprises had access to the mass computing
power of machines, albeit in a much slower, less
user-friendly fashion than we’re used to today. In the
1990s, accounting software made it to small
businesses—a fundamentally different audience than
enterprise businesses.
Finally, in the 21st century, small business
accounting technology moved into the cloud. Small
business owners could now log into their account
from a web browser and access their accounting tool
anywhere, anytime. The present state of accounting
and bookkeeping is focused on high-quality, low-cost,
cloud-based tools.

With a new focus on technology, analysis and
communication, you can move into new markets
armed with the ability to best serve these
entrepreneurs.
Scalable Solutions for Millions of New Customers
In addition to spending more time on value-added
services, there is a massive benefit to this new
reality: You can now empower small business
entrepreneurs.

The evolution of accounting tools is finished. The
next frontier is solutions.
The New Frontier: Solutions, Not Tools
Cloud computing and artificial intelligence are
technological advancements that will play supporting
roles in this changeover from tools to solutions.
Machines have the ability to compute massive
amounts of data almost instantaneously, and humans
have the ability to spot inconsistencies and
exceptions to the rules. The key is pairing them
together. Accountants will leverage the computing
power of software and AI to help them better manage
clients’ financials while providing an accounting and
bookkeeping solution.

The cost of accounting services will drop
considerably as automation becomes commonplace.
Millions of small business entrepreneurs, who
previously could not afford your services, now can
and will be able to. They’ll have access to a plethora
of high-quality robo-accountants, professionals who
have integrated machine technology paired with
human intelligence and communication into their
firms for maximum value to the customer.
Nothing excites me more than empowering small
business entrepreneurs to grow their businesses in a
way they never could before. Small businesses make
up about 99 percent of businesses in the American
economy and employ 50 percent of the American
workforce. This is a largely untapped market of 28
million businesses that need and want our help.

Technology is never the future on its own. The future
is about the ways in which humans can leverage
technology to make them better at delivering value in
the market in the long term. There are, however,
things professionals can do to ensure they also thrive
in the short-term.

Thanks to technology, now we can.

How To Be Part of the Solution
In this new world, you are no longer just an
accountant using a tool. You are an integral part of

Levi Morehouse is the founder and CEO of Ceterus.
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generating leads from both digital and traditional
sources tend to grow faster and are more profitable
than those that rely solely on traditional sources. Our
research tells us that firms utilizing a balanced
approach can grow up to four times faster and be
more than twice as profitable as firms that employ an
unbalanced approach.

Surviving and thriving in an evolving
marketplace

4. Develop a Focused Marketing Strategy
Research has also revealed that buyers favor
specialists over generalists. While it may seem
intuitive that offering more services to a broader
audience creates greater opportunity for growth, quite
the opposite is true. A broader approach simply
creates less obvious value and benefit to potential
clients.

By Lee Frederiksen
The accounting profession is undergoing a series of
seismic changes. From automation to blockchain
technology, profound change is already underway.
How can a firm keep up and thrive in such an
uncertain environment? Here are six tips that can
help you align your business approach with the
needs and expectations of a rapidly evolving
marketplace:

A better strategy is to offer more niche services.
Firms that take this approach are more likely to be
high-growth firms. Another proven differentiation
approach is to focus on solving a particular business
problem or serving the needs of a particular type of
client.

1. Utilize Research-Based Marketplace Insights
This is not a good time for guesses and hunches.
Firms that conduct formal research on their target
markets have been proven to grow faster and
become more profitable. Our own research has
revealed that high-growth firms are much more likely
to conduct systematic client group research at least
once a quarter. They are able to base their business
decisions on solid empirical evidence rather than gut
instincts or dangerously flawed assumptions.

5. Create a Culture of Learning and Change
Implementing some of the strategies outlined here
may require a significant change in how your firm
operates and that may be a challenge—inertia and
an entrenched way of doing things can be difficult to
overcome. In professional services it’s easy to
embrace how everyone else in the industry operates,
and that leads to a me-too environment that is difficult
to stand out and succeed in.

2. Create an Expertise-Centered Brand
With insights gained from your research, you will be
able to build a more valuable brand based on the
wants and needs of your target audience. Knowing
what your prospects are looking for in an accounting
firm enables you to demonstrate and promote your
firm’s expertise in addressing those needs. The right
expertise is the number one selection criteria for
prospective clients seeking a firm to hire. Even more
impressive, in nearly three out of four searches (72
percent), expertise tipped the scale in favor of the
final choice.

However, before you can retool your marketing, you
must develop a firm culture that supports learning
and change. One way is through training. Another is
by adopting what we call the Test/Measure/Learn
cycle. This is a methodology that helps organizations
introduce and test new services and marketing
methods to help the firm gain value and visibility in
the marketplace. The approach is simple, but
effective: You introduce and test an idea, measure
the results, and learn from the experience—was it a
success or failure? Make it a habit and your services
will evolve more quickly.

3. Balance Traditional and Digital Approaches to
Firm Growth
The way buyers are searching for and evaluating
firms is evolving rapidly, so your marketing strategy
must also evolve.

6. Become a Magnet for Top Talent
As you introduce the strategies above and begin to
reap the benefits, your firm will gain visibility and
create greater value for existing and prospective
clients, as well as top industry talent. Investing in
your employer brand can help you capitalize upon
this. Start by determining the following:
•
What is your reputation as a place to work?
•
Is your workplace culture consistent with your
client-facing brand?

Achieving the greatest marketing message reach and
frequency (how many prospects you “touch” and how
often) requires balancing on- and offline outreach by
speaking at events, publishing educational articles
and blog posts, and producing free webinars, to
name just a few common tactics. In fact, firms
12

•
Does your employer brand attract top talent
or make them leery of working for you?

website or digital ecosystem at once. Instead, focus
on either a campaign or content that feels intimately
familiar. Tracking and improving a specific item can
have a real impact without overwhelming marketers,
requiring a complicated process or increasing
headcount. Most importantly, starting small allows
time to learn which analytics are relevant (and which
are noise), so they can be scaled throughout digital
marketing.

Why is this important? Because our research has
shown that what is most valuable to today’s job
candidate for employment and career advancement
has changed. Potential employees today are most
interested in working for a growing firm and having
job flexibility. Interestingly, obtaining the highest
possible salary came in third. In other words, the kind
of work environment you provide is more important
than whether you offer the highest salary.

Think of it as an incremental process. Begin by
identifying an upcoming digital project and commit to
analyzing any resulting data. Choosing one project to
own. Control is key to building out a solid analytics
foundation that will be manageable but also
instrumental in helping your firm achieve its business
goals.

These six fundamentals of marketing have proven
instrumental in helping professional services firms
achieve greater visibility and a competitive advantage
in an evolving marketplace. Put these six strategies
to work for your accounting firm and start achieving
the success and profitability you deserve.

Collect data to measure progress toward goals
Determining what data to use is often the most
challenging step. Marketers often jump into their
analytics tools and find a trove of metrics already
collected by default. It’s our instinct to assume they
are all valuable, but that may not be the case.
Instead, make a list of the questions that need to be
answered in order to understand the performance of
the item at hand.

Lee Frederiksen, PhD, is managing partner of Hinge,
a branding and marketing firm for professional
services. Hinge conducts research into high-growth
firms and offers services for firms that want to
become more visible and grow.

Take complexity out
marketing equation

of

the

digital

For example, let’s say you are launching a small
email campaign promoting a white paper on tax
reform. To determine which analytics to prioritize,
your list might include the following:

By Ben Magnuson
It’s no secret that the digital age is upon us, and
people are consuming web content more rapidly than
ever before. But how can marketing teams ensure
their firms’ websites effectively generate leads and
provide useful information for clients? For many
accounting firms that typically first reach prospective
clients through their website the answer lies in an
often untapped resource: their digital marketing
analytics.

• Are users downloading the white paper?
• Are they reaching out to firm contacts after reading?
• After downloading, are they visiting the firm’s
various practice pages?
Each of these has a corresponding metric you can
focus on, from conversion rate to page views.
Next, identify if these responses can be measured.
This is where sifting through pre-existing metrics
comes into play. If no metric directly measures the
behavior, think about what action is being performed
and how it could be tracked. To measure whether
people contact the firm after receiving an email, you
can set up a free tool such as Google Tag Manager
to track a specific button or link clicks. Additionally,
user segments within Google Analytics allow you to
focus only on users coming from the campaign.

However, setting up a data-driven marketing strategy
can often feel like a daunting task, especially for
those who are used to operating in “project mode.”
Treating analytics as another project that you build,
implement and promptly move on from is a sure way
to spend too much time and effort only to land exactly
where you started — with a wealth of data, but no
idea how to actually use it. By focusing less on
product solutions and more on developing user skills,
you ultimately lay the foundation for an actionable
analytics strategy that grows and evolves with your
team.

Adjust tactics based on measured results
After setting up metrics to track, review each and ask
two questions:
• What numbers do I expect from this metric? (This
can be a gut instinct.)
• How could I improve this metric if it is lower than
expected?

Start with one project
One mistake that marketers tend to make with
analytics is trying to tackle a program for the entire
13

If no ideas come to mind for question two, remove
that data point. It’s important to focus on metrics that
are immediately actionable. This helps with internal
buy-in and momentum to continue to build the
program.

MGI ASIA COUNTRY UPDATE

Eventually, as familiarity increases with the different
metrics, key performance indicators for digital
marketing can be introduced. KPIs should tell the
story of how digital marketing is performing, i.e., how
it’s contributing to marketing’s efforts to achieve the
firm’s strategic goals. To help choose which metric
should be a KPI, use the following criteria:
• Clear and understandable – Non-marketers should
be able to understand what the KPI measures.
• Actionable – KPIs should show the impact of
marketing’s strategies; if the data point is not
something marketing has control over, choose
another.
• Aligns with a firm goal – Do not just choose a KPI
that makes the marketing team look good.

Two-tiered Profits Tax regime
On 29 December 2017, the Inland Revenue
(Amendment) (No. 7) Bill 2017 (Profits Tax bill) was
gazetted (click here), thereby introducing a two-tiered
profits tax rate regime.
The two-tiered profits tax regime will apply to both
corporations
and
unincorporated
businesses
commencing from the year of assessment 2018/19
(i.e., on or after 1 April 2018). The applicable tax
rates are as follows:

For example, an accounting firm’s marketing team
may subscribe to the inbound marketing strategy,
which draws in an active audience by providing
engaging content. To measure its impact in
generating leads, the team uses total subscribers as
a KPI.
• Clear and understandable? Check.
• Actionable? Yes; marketing teams should have
many tools to influence this number.
• Aligns with a firm goal? In this case, subscribers
would become marketing leads and show how digital
marketing contributes to generating business.

TAX RATES

Assessable
profits
First HK$2
million
Over HK$2
million

Corporations

Unincorporated
businesses

8.25%

7.5%

16.5%

15%

For corporations, the first HK$2 million of profits
earned by a company will be taxed at half the current
tax rate (i.e., 8.25%) whilst the remaining profits will
continue to be taxed at the existing 16.5% tax rate.

Today, marketers don’t need to wait for an
established analytics team. Advanced technology
and measurement tools, such as Google Analytics,
Google Tag Manager and HubSpot, provide easy
access to starting a data program without investing
much time in training. A marketing team can strive to
close the gap between how users experience a firm’s
website and how the firm would like them to
experience it. Data analytics can also help prove that
marketing has a positive impact on firm performance.

For unincorporated businesses, the first HK$2 million
of profits earned will be taxed at half of the current
tax rate (i.e., 7.5%) whilst the remaining profits
thereafter will be taxed at the existing 15% tax rate.
In order to avoid double benefits, the following
enterprises shall be excluded from the two-tiered
profits tax regime:
 enterprises electing the preferential half-rate tax
regimes
(e.g.,
professional
reinsurance
companies, captive insurance companies,
corporate treasury centres and aircraft leasing
companies); and
 the assessable profits for sums received by or
accrued to holders of qualifying debt instruments
as interest, gains or profits should already be
taxed at half the rate (i.e., 7.5% or 8.25%, as the
case may be).

Because websites serve as digital handshakes
between accounting firms and their potential new
clients, marketers should waste no time in putting
digital marketing analytics in place. The time to
implement is now — and if you start small, doing so
can be easier than you might think.
Ben Magnuson is a data strategist at the digital
agency One North, where he helps clients build data
programs and technology to support business
strategies.
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There will be an anti-fragmentation measure to
prevent corporate activities from being divided
amongst a large number of companies who could
benefit from the lower tax rate - each group will have
to nominate only one company in the group of
companies to benefit from the progressive rate.


Sourced from KPMG




2018 India Budget Highlights










Reduction in Corporate Tax Rate. Corporate
tax rate reduced to 25 % in case of companies
having annual turnover of INR 250 lacs or less for
the year ended 31st March 2017.
Long-term capital gains on sale of equity
shares / equity oriented mutual funds – Now
Taxed! Long term capital gains arising from sale
of listed equity shares or a unit of an equity
oriented fund (including long term capital gains
earned by Foreign Institutional Investors) shall be
taxed at 10 per cent in respect of gains
exceeding one lakh rupees
Cost of acquisitions in respect of the same
acquired before the 1st February, 2018, shall be
deemed to be the higher of –
i) the actual cost of acquisition of such asset;
and
ii) the fair market value of such asset on 31st
January, 2018;
Prosecution for failure to furnish return by a
corporate entity. If a corporate entity fails to file
its return of income in specified time, prosecution
can be launched.
New Scheme of E-Assessments for the
purpose of making assessments by eliminating
the interface between the Assessing Officer and
the assessee by introduction of E- assessment.
Deduction in respect of income of Farm
Producer Companies. The existing benefit of
100% deduction to Co-operative society who
provide assistance to member engaged in
primary agriculture activities has been extended
to farm Producer Companies (FPC), having a
total turnover upto INR 100 Crores subject to
fulfillment of specified conditions.
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Deductions / Benefits available to senior
citizens. Health Insurance Premium and Medical
Treatment deduction increased to INR 50,000
and to INR 1,00,000 for critical illness. Additional
deduction of INR 50,000 in respect of Interest
Income from Deposits introduced.
Standard deduction on Salary income. It is
proposed a standard deduction of INR 40,000/instead of presently allowed travel/conveyance
allowance and medical reimbursement.
Cess on Tax: “Health and Education Cess on
income-tax” shall be levied at the rate of 4% on
the amount of tax computed, inclusive of
surcharge in all cases.
Rationalization of taxation on difference
between ready reckoner value and agreement
value in case of sale of land or building or
both. At present, gains /profits arising out of
transactions in immovable property, the sale
consideration or stamp duty value, whichever is
higher is adopted. No adjustments shall be made
in a case where the above difference is not more
than five percent of the sale consideration.
Dividend distribution tax on dividend payouts
in an equity oriented fund: Any income
distributed by an equity oriented fund, the fund
shall be liable to pay additional income tax at the
rate of 10% on income so distributed.
Exemption u/s 54EC of capital gain invested
in specified bonds. The gain arising only on
sale of land or building or both will be eligible for
exemption and not all assets. Further the lock in
period of these specified bonds has been
increased to 5 years instead 3.
Various amendments in relation to notified
Income
Computation
and
Disclosure
Standards (ICDS) has been proposed.
Penalty for failure to furnish statement of
financial transaction or reportable account
increased from one hundred rupees to five
hundred rupees and from five hundred rupees to
one thousand rupees, for each day of continuing
default.
Various Measures to promote start-ups have
been proposed on fulfillment of specified
conditions.
Inclusion of “Significant Economic presence”
as Business connection for the purpose of
establishing “Income deemed to accrue or
arise in India” “Significant economic presence”
has now been defined and as much of income as
is attributable to such transactions or activities
shall be deemed to accrue or arise in India and
shall be taxed. This is irrespective of whether or
not the non-resident has a residence or place of












business in India or renders services in India
subject to relevant amendment in DTAA.
Taxation of Compensation received /
receivable. Any compensation, whether in the
nature of revenue or capital, in connection with
the termination or in connection with the
modification of the terms and conditions of any
contract relating to business or employment shall
be taxable.
Various measures are proposed to promote
International Financial Services Centre (IFSC).
Royalty and FTS payment by National
Technical Research Organization (NTRO) to a
non-resident to be tax-exempt. Income arising
to non-resident / foreign company by way of
royalty or fees for technical services for services
rendered in or outside India to NTRO will be
exempt from tax in India.
Provision relating to conversion of stock-intrade into Capital Asset. In cases where the
stock in trade is converted into, or treated as,
capital asset, the provision to tax the same and
methodology of arriving at gain and its taxation
has now been introduced.
Deemed Dividend. In the case of an
amalgamated company, accumulated profits shall
be increased by the accumulated profits of the
amalgamating company to arrive at “Accumulated
profits”. Deemed dividend is proposed to be taxed
at the rate of 30 % without grossing up under
section 115-O.




Special
measures
to
enhance
competitiveness
Individual income tax & inheritance tax
Amendments in revenue recognition rules
Contributed by Seiyu Audit Corporation

Korea enacts 2018 tax reform bill
The Korean national assembly in December 2017
passed a tax bill with provisions in line with the
Organisation for Economic Co-operation and
Development’s Base Erosion and Profit Shifting
(BEPS) Action 2 and Action 4 among others. The
2018 Tax Reform will generally become effective for
fiscal years beginning on or after 1 January 2018.
The measures include provisions to:
 Impose a maximum corporate income tax
 Increase the capital gains tax rate for major
shareholders
 Strengthen the requirements for qualified merger
and division transactions
 Revise the rules for limitations on loss carry
forwards
 Amend the rules for interest expense deductions

Contributed by Kamdar, Desai & Patel Chartered
Accountants

Subsequently on 13 February 2018, Korea
promulgated the revised Enforcement Decree of
Korean tax laws (the 2018 Enforcement Decree) to
provide more specific guidance on the 2018 tax
reform bill. Amongst others, it specifies the corporate
accumulated earnings tax computation methods. The
Decree also removes a revision to tighten the capital
gains tax exemption qualification on a foreign
corporation’s transfer of listed shares.

Japan finalizes income tax reform plan
The proposals include (i) ongoing alignment with the
OECD's BEPS Action Plan and (ii) efforts to stimulate
the Japanese economy through changes to tax
credits, controlled foreign entity (CFC) and
reorganization rules.

The following items remain unchanged:
 Additional corporate income tax bracket
 Limitation on utilization of net operating losses
(NOLs) for domestic corporations
 Employment succession requirement to satisfy
tax-free merger and demerger conditions
 Limitation on deductibility of interest payments
made to foreign related parties
Various sources

Amongst the corporate tax measures included are
 Salary increase and investment tax credits
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Tax Reform for
Inclusion (TRAIN)

Acceleration

Increase in the excise tax of and automobiles
TRAIN simplifies the excise tax on automobiles, but
lower-priced cars continue to be taxed at lower rates
while more expensive cars are taxed at higher rates.
This excise will raise revenue in a very progressive
manner as the richer buyers tend to own more and
expensive cars compared to those who earn less.
Vehicles worth P600,000 and below will have a 4%
tax rate, 10% for vehicles over P600,000 up to P1 M,
20% for vehicles priced above P1 M to P4 M and
50% for vehicles above P4 M.

and

On December 19, 2017, Philippines President
Rodrigo Duterte, signed in law the Tax Reformation
for Acceleration and Inclusion (Train) bill. The goal of
the law is to create a more just, simple, and more
effective system of tax collection, where the rich will
have a bigger contribution and the poor will benefit
more from the government’s program and services.

Simplifying the Estate and Donor’s Tax
In the current system, the tax rates can reach up to
20% of the net estate value and up to 15% on net
donations.
TRAIN reduces and restructures the estate tax to a
low and single tax rate of 6% based on the net value
of the estate with a standard deduction of P5 million
and exemption for the first P10 million for the family
home.
The payment of donor’s taxes to a single tax rate of
6% of net donations is imposed for gifts above
P250,000 yearly regardless of relationship to the
donor.

The government intends to spend the revenue that
will be generated from this tax reform to finance
infrastructures, education, health and housing until
the end of the president’s term in 2022.
The following are the main changes:
Lowering the Personal Income Tax
Under the Train law, those with annual salary of
P250,000 are exempted for paying personal income
tax (PIT). In addition, the mandated 13th month pay
and other bonuses up P90,000 will be exempt from
income tax.

Expanded Value-Added Tax (VAT) Base
The Philippines has one of the highest VAT rates but
also the highest number of exemptions in the
Southeast Asia region. Consequently, the Philippines
collect the same amount of VAT revenues as a
percentage of the economy as that of Thailand
despite only imposing a 7% VAT rate, while the
Philippines is at 12%.

The simplified tax system projected to increase the
take home pay of most individuals and encourage
compliance. Self-employed and professionals (SEPs)
with gross sales below the VAT threshold now have
the option to pay a simpler 8% flat tax in lieu of
income and percentage tax, while those above the
VAT threshold will follow the PIT schedule.

The VAT threshold is increased from P1.9 million to
P3 million to protect the poor and low-income
Filipinos and small and micro businesses and for
manageable administration. This effectively exempts
the sale of goods and services of marginal
establishments from VAT. Under TRAIN, VAT
exempt taxpayers will have the following options:
a.
PIT schedule with 40% OSD on gross
receipts or gross sales plus 3% percentage tax
b.
PIT schedule with itemized deductions plus
3% percentage tax, or
c.
Flat tax of 8% on gross sales or gross
revenues in lieu of percentage tax and personal
income tax.

Excise tax on sugar-sweetened beverages (SSB)
The SSB excise tax will help promote a healthier
Philippines. Along with the Department of Health
(DOH), DOF supports this as part of a
comprehensive health measure aimed to curb the
consumption of SSBs and address the worsening
number of diabetes and obesity cases in the country.
An excise rate of P6 per liter will be taxed on drinks
containing caloric or non-caloric sweetener, and P12
per liter on drinks containing high-fructose corn
syrup.

Contributed by Gatmaitan & Associates

Increase in the excise tax on petroleum products
TRAIN increases the excise of petroleum products,
which has not been adjusted since 1997.
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Highlights from Singapore Budget 2018

Income tax law measures affecting
corporate, individual taxpayers

Minister for Finance Heng Swee Keat delivered the
Singapore Government’s Budget Statement for
Financial Year 2018 in Parliament on Monday, 19
February 2018.

The legislature in January 2018 approved provisions
to reform Taiwan’s income tax law.
The tax reform measures would:
Adjust the tax rate structure of the individual income
tax, the corporate income tax, and the surtax on
undistributed earnings
Ease the income tax burden on wage earners and
mid- and low-income earners

In his speech he broadly highlighted three major
shifts which will be crucial in shaping Singapore’s
economic landscape for the next decade. First, in the
international sphere, we see a shift in the relative
global weight gravitate towards Asia.

Corporate tax measures
The rate of corporate income tax would increase to
20% (up from 17%). Companies with annual taxable
income less than NTD 500,000 would be subject to
the 20% rate, but that rate would be phased in over a
period of years.

Second, the emergence of new technologies will
disrupt Singapore in many different ways. Third, the
greying population in Singapore will be an even more
pressing challenge in the next few years.

The surtax rate for undistributed earnings would be
reduced to 5% (down from 10%).

Budget 2018 appears to the be the first building block
laid out by the Minister against the backdrop of an
ever changing and uncertain economic landscape.
The Minister highlighted that the subsequent Budgets
will be built upon the foundation laid by Budget 2018.

Individual tax measures
The rate of individual income tax for individuals
subject to the bracket for greater than NTD 10 million
would be reduced to 40% (down from 45%). Specific
measures address the individual income tax
treatment of dividend income by repealing the
imputation tax system, and by allowing individual
investors to select between two options for taxation,
whichever affords the more favorable outcome.

Where businesses are concerned, the Corporate
Income Tax (CIT) rebate for YA 2018 (at 20%
currently, capped at $10,000) will be enhanced to
40% of tax payable (capped at $15,000). The CIT
rebate will also be extended to YA 2019 at 20%
(capped at $10,000).
This would give businesses some reason to cheer as
they still continue to grapple with the uncertain global
economy and would be helpful for SMEs to mitigate
business costs and to support any restructuring
process

There are also measures addressing the withholding
tax treatment on dividend income received by nonresidents (foreign investors) including an increase in
the rate of withholding tax to 21% (up from 20%).
Sourced from KPMG

The much talked about GST hike is expected to be
implemented between 2021 and 2025. The exact
timing of the increase would still depend on
Singapore’s economy and it remains to be seen if the
hike would be gradual or an immediate increase to
9% from the present 7%.
Like the Budgets of the last two years, Budget 2018
also emphasizes on the importance of building the
capacity of our workforce vis a vie the Tech Skills
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Accelerator Scheme (TSAS), harnessing the benefits
digitisation and even helping companies cope with
cost pressures through the Wage Credit Scheme.
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. The government will also continue to
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 again in
Budget 2018 for Work Permit holders (a high
proportion in this sector).
In a nutshell, Budget 2018 seeks to address how
Singapore should prepare itself in an uncertain global
business environment as she faces her own
demographic and economic challenges.
Budget 2018 shifts away from the “one size fits all”
approach that was rolled out in Budget 2016 vis a vie
the PIC scheme. In fact, the benefits from the Start
Up Exemption Scheme (SUTE) and the Partial Tax
Exemption Scheme (PTE) have been reduced.
However, increased deductions are available for
certain business involved in eligible R&D activities.
Contributed by MGI Alliance PAC
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