Members of MGI Worldwide Asia

firms tend to be averse to investing in new
technologies. However, software has evolved from
per desktop licence to cloud based user licence,
which results in a much lower capital outlay.

I hope everyone is well despite the jetlag that
happens without travelling, as we adjust to the World
Cup time zone. Sport, just like business, is truly
international.

Those of us tempted to resist investing in new
technologies due to regulatory changes should take
note that these changes, be it in tax regimes,
sustainability reporting etc actually bring about new
business opportunities. Indeed, the entrepreneur
within us would be quick to identify these
opportunities amidst the never ending changes so
that we can always stay ahead of the curve.

A recent study by American Express found that
almost 80% of respondents felt that international
trade is integral to their business, and 39% are
looking to increase their level of international trade in
the next 12 months. Despite the threat of looming
trade wars, businesses are generally upbeat about
economic activity. It is worth noting that 75% of the
respondents were mindful that expanding overseas
has become increasingly complex, with most
respondents
worried
about
exchange
rate
fluctuations and making or receiving payments
abroad. These businesses are rightly concerned
about the credibility of the counterparties they will be
dealing with.

That’s all for now. I look forward to seeing all of you
at the upcoming Asian Area meeting in Hong Kong.

Imran Assan
Area Leader – Asia

This is equally important in an alliance like ours,
since we will only refer our clients who venture
abroad to credible members to ensure they are in the
safest of hands. Much like building credibility with our
own clients, there are no shortcuts when it comes to
fellow members. It is only by delivering timely, quality
service that we can earn the trust and confidence of
both clients and members alike. It would be most
detrimental to our alliance if members choose not to
make introductions to fellow members due to a lack
of timely response or an inability to meet the client’s
requirements despite claiming to offer a whole range
of services on their website or the directory.

MGI WORLDWIDE MEETINGS 2018
Asia Regional meeting
24-25 August
Hong Kong
Register at : http://www.mgiworld.com/23189.aspx

As I witnessed in Accountex 2018 (an accounting
and finance conference and expo held in London),
there are several software and technologies available
in the accounting world. These range from click
bookkeeping, where a single click of a receipt or bank
statement using a phone’s camera produces an
automatic double entry in the accounting software to
multi-country, multi-currency consolidation software
which can handle up to 200 subsidiaries. The number
and capabilities of available and upcoming
technologies are simply mind-blowing. These new
products will no doubt shape the future of our
profession, and it is worthwhile to know what is out
there in the market so that we do not get left behind.
For those who are interested, you can still visit the
Accountex website (www.accountex.co.uk) to see the
2018 list of exhibitors and the gamut of products and
services offered.

2018 Global AGM
17 - 19 October
San Francisco, USA
Register at:
http://www.deprezmeetings.com/groups/2018_mgi_a
gm_sfo/index.shtml
2018 UK & Ireland Partners
Conference
28 - 30 November 2018,
Near Heathrow, Windsor, UK

High capital expenditure and ever changing
regulatory requirements are usually the reasons why
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Thanadee plays a part in Thailand tax
reforms

MGI ASIA MEMBER NEWS
MGI Asia success in Partners for Forest
Project

Thanadee Hongrata-Uthai from Nathee Audit
Company Limited, MGI Thailand member has been
appointed to the Thai Chamber of Commerce (TCC)
Taxation sub committee. The committee consists of
tax experts from various industries (e.g. professional
firms, listed companies, financial institutions,
logistics, legal and accounting firms).

MGI Worldwide received a request for tender for
audit from Partnership for Forests (P4F), supported
by the UK government aid agency, DFID. Since P4F
was based in Bristol UK, our UK firm Milsted
Langdon coordinated the tender process

Thanadee’s focus is on the tax implications that
impact SME’s and micro industries since the firm
handles a big number of SME clients.

It was agreed to tender for two of the four projects
available: Global and South East Asia (Indonesia &
Singapore)

The objective of the committee is as follows;
•
To research and follow up current / upcoming
tax related policy and regulation
•
To suggest on tax issues that could be a barrier
to doing business in Thailand
•
Evaluate tax related complaints from TCC
members and inform the relevant authorities
•
Communicate latest tax reforms to the TCC
members

We were successful with the tender for the South
East Asia Regional lot! This is due to the experience
and capability of Gideon Adi & Rekan & MGI Alliance
PAC. Since the actual work on this project will be
done in Indonesia, our Indonesia firms past
experience in doing audits funded by DFID was a
major factor is our success

Thailand is progressively reforming its tax law &
revenue codes

Gideon said “the ability for them to get this job via a
tender submitted by our UK firm is a testimony of
being part of a global network. This will further
enhance their CV in respect of work for donor funded
organisations”.

A major success is the regulation on transfer pricing
(TP) laws. The draft TP law will adopt the
international practice per OECD guidelines and is
expected to be enforced next year.

Both the firms are in the midst of finalising the sub
contract agreement between themselves and Milsted
Langdon.

Imran Assan participates in a SMP
business study mission.
The Institute of Chartered Accountants Singapore
organized a study cum business mission to the UK
for small medium practices in May. MGI Alliance
Singapore PAC firm partner Imran participated in this
four-day learning journey to expose practitioners to
an array of new accounting and finance technologies
and solutions to enhance practice efficiency and, to
learn best practices from small audit firms in UK,
which also faced an increase in audit exemption
threshold in recent years.

Ilyas Saeed & Co admits 3 new partners
and opens a new office
Ilyas Saeed & Co (ISCO) of Pakistan has admitted 3
new partners making it a 10 partner firm. The 3 new
partners are Mr. Javed Munir and Mr. Rana Zohaib
Ali at the Lahore Office whereas Mr. Zahid Farooq
has joined Islamabad Office. Mr. Asjad Amin has
opened up a fully functional office at Gujranwala. The
Gujranwala office started operations in 2016.
However, formal announcement was not made
earlier.
“We are now one of the 8 largest firms in Pakistan
with the ability to service small, medium and large
enterprises from all types of industries” said senior
partner Mr. Imran Ilyas. The firm is also in the midst
of setting up another branch in Peshawar. With this
new branch the firm will have presence in 5 of the
largest cities in Pakistan.
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The group participated in Accountex 2018, UK’s
flagship event dedicated to the accounting and
finance industry which showcased new industry
products and trends and featured leading speakers.

they work for is also operating or has interests, and
fellow members operating there will be able to put
themselves forward and start conversations with
each other.

Imran said “the business mission was an excellent
platform for learning about new software and
technologies and also the UK accounting landscape”

Members interested in learning more about this
initiative and how to get involved can contact Simon
Rowe for more information at srowe@milstedlangdon.co.uk

New members joining in the 2nd quarter
Al-Hamli & Partners from the Kingdom of Saudi
Arabia offers audit and accounting services with
office locations in the four largest cities in Saudi
Arabia; in the capital Riyadh, Dammam, Al Ahsa and
in Jeddah, Saudi Arabia's second-largest city and
commercial capital.
The firm comprises 52 professionals in total,
including senior partner Mr. Abdullah Al-Hamli,
managing partner Mr. Khaled Al Bassam, and their
certified administrative partners Mr. Osama Al Zuhairi
and Mr. Ghasan Al Majed.

There were also 1:1 business matching and briefing
by the UK Department for International Trade (DIT) to
gain insights on the business landscape and
economic outlook in United Kingdom apart from visits
to mid sized practice firms

Kenya-based accounting firm Alekim & Associates
joined us in May. Alekim & Associates was founded
in 2008 and employs 24 staff members, including
managing partner Felix Kimoli and technical partner
Alex Nguu.

Partner Retirement
Senior partner Yoshio Nakamura (based in Tokyo) of
Seiyu Audit Corporation retires on June 30th, and
senior partner Satoshi Ichida from Kyoto will be
moving to the Tokyo office.

Offering services including statutory auditing, audits
of donor-funded projects, Tax and Financial Advisory,
Risk Advisory, Training and technical assistance and
Company Secretarial Services, Alekim is based in the
Kenyan capital Nairobi, one of the largest and
fastest-growing cities in Africa.

MGI GLOBAL NEWS

MGI Regional meetings
The first half of the year is always a busy time for
members with quite a few regional meeting taking
place. It started with the Australia meeting in April,
followed by 3 regional meetings in May, starting with
MENA who held a joint meeting with Africa members
on the 2-3 May. The North America meeting was held
on the 17-18 May followed by the Latin America
meeting on the 23-25 May. Lastly the European
region held their meeting in early June

MGI Europe accountancy network firms
champion new business initiative
The idea is to establish an initiative that can help
further opportunities and build business for members.
This is one idea for how we can start creating
opportunities and building business for each other in
other parts of the world, by being a bit more proactive
about it.

Meeting highlights and other information are available
on the website: http://www.mgiworld.com/membersarea/meetings/meeting-highlights

The idea is very simple. Interested MGI Worldwide
members that are looking to further opportunities and
build business together will soon be able to
participate by accessing information online in a new
business development section of the MGI Worldwide
website. The idea is that each firm will input a list of
countries where a parent company or subsidiary that
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PROFESSIONAL
NEWS
AROUND THE WORLD

and address threats to compliance with the
fundamental principles and, where applicable,
independence. New Code highlights include:
•
Revised “safeguards” provisions better
aligned to threats to compliance with the fundamental
principles;
•
Stronger independence provisions regarding
long association of personnel with audit clients;
•
New and revised sections dedicated to
professional accountants in business (PAIBs) relating
to preparing and presenting information and pressure
to breach the fundamental principles.
•
Clear guidance for accountants in public
practice that relevant PAIB provisions are applicable
to them;
•
New guidance to emphasize the importance
of understanding facts and circumstances when
exercising professional judgment; and
•
New guidance to explain how compliance
with the fundamental principles supports the exercise
of professional skepticism in an audit or other
assurance engagements.

FROM

Revised version of IFRS Conceptual
Framework.
The International Accounting Standards Board (IASB)
issued a revised version of its Conceptual Framework
for Financial Reporting that underpins IFRS®
Standards.
http://www.ifrs.org/news-and-events/2018/03/iasbcompletes-revisions-to-its-conceptual-framework/
The Conceptual Framework sets out the fundamental
concepts of financial reporting that guide the Board in
developing IFRS Standards. It helps to ensure that
the Standards are conceptually consistent and that
similar transactions are treated the same way,
providing useful information for investors and others.
The Conceptual Framework also assists companies
in developing accounting policies when no IFRS
Standard applies to a particular transaction; and it
helps stakeholders more broadly to understand the
Standards better.

Renamed the International Code of Ethics for
Professional AccountantsTM (including International
Independence StandardsTM), the new Code
becomes effective in June 2019.

The revised Conceptual Framework includes: a new
chapter on measurement; guidance on reporting
financial performance; improved definitions and
guidance—in particular the definition of a liability; and
clarifications in important areas, such as the roles of
stewardship, prudence and measurement uncertainty
in financial reporting.

You access the new Code HERE

Public Comment Sought on Behaviors
Associated with Exercise of Professional
Skepticism
The International Ethics Standards Board for
Accountants® (IESBA®) seeks public comment by
August 15, 2018 on its consultation paper,
Professional
Skepticism
–
Meeting
Public
Expectations.
In response to regulatory and other stakeholder
feedback on the topic, the paper explores:
(a) The behavioral characteristics comprised in
professional skepticism;
(b) Whether all professional accountants should
apply these behavioral characteristics; and
(c) Whether the International Code of Ethics for
Professional Accountants (including International
Independence Standards) should be further
developed to address behaviors associated with the
exercise of appropriate professional skepticism.

The IASB will start using the revised Conceptual
Framework immediately, whereas companies will use
it from 2020.
Source: IFRS website

REVAMPED CODE OF ETHICS
PROFESSIONAL ACCOUNTANTS

FOR

International Ethics Standards Board (IESBA®)
released a completely rewritten Code of Ethics for
Professional Accountants that is easier to navigate,
use and enforce. Beyond the new structure, the Code
brings together key ethics advances over the past
four years, and is clearer about how accountants
should deal with ethics and independence issues.

Through this initiative, the IESBA also aims to
reinforce the effective exercise of professional
skepticism by auditors.

While the fundamental principles of ethics have not
changed, major revisions have been made to the
unifying conceptual framework—the approach used
by all professional accountants to identify, evaluate

Source IFAC website
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IFAC releases 4th edition of the Guide to
Practice Management for Small- and
Medium-Sized Practices.

TIPS & HELP

First released in 2010, the Guide provides
comprehensive guidance to help SMPs operate more
efficiently in the increasingly complex and competitive
global marketplace for professional services. This
fourth edition is organized into eight stand-alone
modules, including a new module on ‘Leveraging
Technology’. The revised Guide addresses a
comprehensive range of topics including:
 Strategic planning,
 Managing staff,
 Client relationship management,
 Risk management and,
 Succession planning

Making the
recruiting

move

to

21st

century

By Daniel Hood
The traditional recruiting tools simply aren’t enough
for accounting firms to fill their personnel needs
nowadays, according to consultant Sarah Dobek,
founder of Inovautus Consulting.
“We need to rethink how we deliver our recruiting
message in a way that cuts through the clutter,” she
said in a session at the American Institute of CPAs’
2018 Engage event, held in Las Vegas this week,
warning the audience of accountants that they need
to explore a much wider range of tools and
distribution channels. “The biggest challenge in
recruiting is getting people’s attention.”

The new ‘Leveraging Technology’ module covers
how technology developments are fundamentally
changing the way organizations operate and
recognizes the importance of how SMPs must adapt
to service their clients utilizing technology. Included
are topics such as developing a technology strategy,
hardware and software options, technology risks,
new and emerging technologies, and leveraging
technology for practice innovation.

“Most firms focus on job boards, which still have
value – but we need to move beyond them to other
formats,” she said. “How about a video of the hiring
partner talking about the job? Send it out through
social media and online. You can also do this in a
podcast format.”

For a copy of the guide go to the IFAC website
https://www.ifac.org/publications-resources/guidepractice-management-small-and-medium-sizedpractices-3

Given that most firms will be aiming to hire
millennials, it’s crucial to take their preferences into
account when crafting a recruiting strategy, Dobek
warned. “Millennials aren’t always interested in
following the usual position hierarchy, or the
traditional career path,” she said. “How do we allow
them to personalize their careers?”

Source: IFAC website

Sharing the stories of current staff members who
have pursued individual career paths is a great way
to communicate this to potential job candidates, she
explained – but firms will need to communicate it in
the venues those candidates prefer, like social media
and online, and where possible in video or audio
format. “Storytelling and sharing stories of actual
people in your firm – why they joined your firm, what
they like about it – this is going to help with the
personalization that millennials are looking for,”
Dobek said.
On the flip side of that, firms will want to allow
candidates to share their own stories in unusual
ways. “Consider asking for a video or audio
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introduction, rather than a cover letter,” she
suggested. “Imagine what kind of candidates you’d
get if they’d gone to those lengths.”
Giving potential recruits the option to chat online with
recruiters or HR staff – rather than, say, holding a
phone interview – is very important, as it’s often a
form of communication they expect and are
comfortable with.
Two aspects of their culture that firms will want to
communicate
very
clearly
are
professional
development and technology. “Share information
about development and learning opportunities,”
Dobek urged. “They’re not interested in what it will be
like to be a partner in 20 years; they want to know
what you’re going to teach them in three or four
months.”

Part of that constant recruiting is doing some thinking
in advance. “One of the first things to do is to figure
out what your ideal target employee is. Most firms
haven’t really had this conversation,” Dobek said. “It’s
a really important exercise to go through – what soft
skills do they need, culture fit, location, experience
level, etc.”

And this isn’t just for large firms, either. “You have to
be able to talk about how you mentor and teach staff.
It doesn’t have to a big-firm university,” she said. “It
can be, ‘We’ll have a partner take you under their
wing.’”

Overall, firms need to realize that recruiting can no
longer be a haphazard, underfunded endeavor.
“Invest in resources,” she said. “Someone has to own
this – a full-time or part-time recruiter to keep things
moving. If you’re over 80 people, you’re going to
need a full-time recruiter, and you need a budget for
these activities.”

As for technology, “The rising generations are going
to expect us to integrate with AI – we need to
emphasize technology in recruiting,” she said. “A lot
of that is going to come down to how we interact with
candidates,” including social media, video and audio
alternatives, chat and texts, and so on.

“You have to invest in recruiting,” she urged the
conference attendees. “People are our most
important products.”

More broadly, firms need to realize that recruiting is a
full-time job – even when they’re not looking to
hire.“Move away from reactive recruiting, where you
only recruit when you have an open position, to more
proactive recruiting where you’re constantly getting
your message out there,” she advised. “Spend time
building your brand presence – with advertising,
networking, hosting events, using social media,
leveraging alumni, and so on.”

Daniel Hood is editor-in-chief of Accounting Today
and Tax Pro Today, and has covered the tax and
accounting field for over 20 years.

Recruiting is only half the battle
By Sean McCabe
For all the effort firms put into the recruiting process,
it is unfortunately only one part of the process. Once
a firm has its recruits lined up, the focus then shifts to
retaining them, keeping them professionally satisfied
and (hopefully) securing a long-term talent bench for
the firm.

In addition, she said, “You should be constantly
building a list of candidates, including people who
applied for open positions, that you are nurturing on a
regular basis, keeping connected with them, and
keeping a record of all your contacts with them – as
well as making sure you know who at the firm owns
recruiting them.”

But today’s work environment is constantly changing,
and firm leaders need to embrace this change in
order to keep new professionals from seeking
greener pastures. While many firms have stepped up
their game in terms of building a more attractive
working environment to foster young talent, a
significant number of millennials still consider jobhopping to be an option early on in their careers.
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According to Deloitte’s “2017 Millennial Survey,”
which polled approximately 8,000 full-time employed,
college-educated millennials across 30 nations, 38
percent of respondents reported that they expect to
leave their current employer within the next two
years, with only 31 percent of young people
anticipating staying on board beyond five years.

“The sacrifice to become a partner, which used to be
the end goal, is no longer worth it to young people.
Work/life balance is more important to young
employees now, and they will leave [even] a
respected Big Four firm to find it.”
“The issue goes beyond the traditional way we think
about work/life integration,” said Julie Wood, chief
people officer at Top 10 Firm Crowe Horwath.
“[Young] people want to work differently from those
who came before them. We do not see them as
wanting to work less, but wanting to have more say in
their work and where their work gets done. They are
also looking for a sense of purpose and ability to
make an impact through their work.”

Additionally, Accounting Today’s own 2018 “Year
Ahead” survey found that the No. 1 concern among
large
firms
was
“recruiting/retaining
good
employees,” significantly more than any client,
regulatory or technology-related issue. What is
driving these trends?
NEW NECESSITIES
Firms have a fair share of options to keep young
talent, but experts in the field stress that the most
successful factors revolve around ensuring that
millennials have a proper career path and feel
included in the firm’s inner-workings. “Younger
professionals are looking for work with a purpose,
and they need to feel connected to seasoned
leaders, clients and projects,” said Sandra Wiley,
president of Boomer Consulting. “They are leaving
when they are not getting the opportunities that they
need to make them feel like they are an important
part of the future of the firm.”

STAY AWHILE
Knowing millennials are seeking more meaningful
work and the flexibility in which to do it, what can
firms offer them in return?
“To build a successful retention program, firms must
consider that younger generations want to have a
seat at the table,” said Schroeder. “Their eagerness
to have a voice and influence within the company
should not be overlooked.”
“The new [retention] factors involve growing their
career faster, and working with clients face-to-face
much sooner than they have historically,” said Wiley.
“New education programs that are teaching higherlevel skills in the area of advisory and consultative
conversations are becoming more and more
important not just to our overall practice, but
specifically for the young professional.”

“They [leave when they] aren’t inspired by the career
options/pathways offered by the firm,” said Jennifer
Wilson, co-founder and partner at consulting firm
ConvergenceCoaching. “They don’t feel related to or
cared about by firm leaders [or] they don’t feel they’re
going to be developed in the areas they most want to
grow.”

Firm leadership is another vital component. “It starts
with firms remembering the adage, ‘People don’t quit
their firm; they quit their boss,’” said Wilson. “So, [the]
first factor for retention [is] relationship. If there are
leaders in the firm who are anti-relationship, then firm
leaders must address the behavior of these ‘antiretention’ leaders and ensure that no team member is
exposed to them any longer.”

Flexible work arrangements are also increasingly
seen as a must. Deloitte’s “2017 Millennial Survey”
reports that approximately two-thirds of millennial
respondents claimed to have flexible work scenarios
allowed by their employer, with another 64 percent
reporting that they have a flexible work location.
"One of the biggest issues impacting retention among
younger generations at accounting firms is the long
hours and how this can adversely impact work-life
balance,” said Laura Schroeder, vice president of
staffing agency Accounting Principals. “It can be
tough to juggle both work and personal commitments
given the demands of the job, especially during tax
season, and some young people decide early on that
it’s not for them.”
“Outside of busy season, the concerns we hear
pertain to cutthroat atmospheres, unpredictable
schedules, and too much travel,” said Brian Haugh,
president of recruiting firm Chicago Search Group.

“Firms will need to reconsider the traditional
apprenticeship model and be creative when
developing career paths for people,” said Wood. “We
need to allow them to be able to move around,
reinvent themselves and innovate with the same
organization so they do not leave to gain that
experience.”
KEEPING TRACK
Once firms implement their new retention strategies,
they also need to actively record their progress and
the new strategies’ effects on employees. In addition
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offer clear opportunities for growth, and this doesn’t
have to simply involve promotions. Providing
opportunities for younger talent to have increased
visibility in the firm and build meaningful connections
with senior leadership will also play a role in retaining
them.”

to the hard numbers, firms would also be wise to
analyze the reasons employees consider leaving.
“Nearly all the candidates we work with come out of
large public accounting firms, and we see two mass
exoduses during the year,” noted Haugh. “The first is
in the summer, soon after busy season, when these
candidates cannot fathom the thought of another
busy season and want out immediately. The second
exodus is late summer/fall, the effect of two separate
reasons: one, the thought of the looming busy
season causes candidates to rethink their situation,
and two, because they did not get the increase,
bonus or promotion they were expecting and/or
promised. Firms should be more serious about
assessing the happiness and satisfaction of their
employees and figure out why such big groups are
fleeing at specific times.”

“Firms who resist the desired cultural and business
model changes and/or fail to build relationships with
their people will see continued turnover of their best
and brightest future leaders,” urged Wilson.
“Ultimately, those firms will find themselves without a
sustainable successor group.”
“In candidate-driven markets, employees have the
upper hand,” said Haugh. “Firms will have to make
employees happy to keep them around. Make young
employees part of the decision-making process and
build them into leaders so that they want to stay with
the company that treated them with respect and
groomed them into great employees.”

“The majority of firms are tracking the percentage of
employees that leave each year, [but] what they are
not doing is analyzing the ‘why’ with an open heart
and mind,” said Wiley. “Much of the time, firms make
excuses, and identify reasons why people don’t fit
their firm, and almost say, ‘We are glad they are
gone.’ If someone from the outside looks at their
turnover, they might see trends in culture changes
that need to happen, leaders that need to change
their style, or skills of people that are leaving, [and]
that will be exceptionally valuable in the future.”

“Providing a positive culture and being values-driven
is fundamentally critical to retaining staff,” said Wood.
“A culture of innovation and entrepreneurial spirit is
critical, especially as we look ahead to the next
generation joining our firms — allowing them to
challenge old ways of doing things, leveraging
technology to drive efficiency and effectiveness in
work, and providing avenues for new ideas to be
brought forward and considered.”

Along with an annual employee engagement survey,
Wilson advocates for separating turnover statistics
into three categories: involuntary turnover (a poor fit),
desirable voluntary turnover (those who quit, but it’s
for the best), and lastly, undesirable voluntary
turnover. “This is the killer category,” Wilson said.
“These people quit, and they are the exact type of
people we most want to keep. This is the one statistic
we should carefully monitor and want to drive
downward.”

“Young people want to help in the transformation that
is happening in their firm,” added Wiley. “If they are a
part of the solution, they are all in. If they are being
left out, they may decide to get out.”
Sean McCabe is a senior editor with Accounting
Today.

“Firms should implement listening strategies to sense
how people are doing throughout the year,” said
Wood. “Annual engagement surveys are valuable,
but too infrequent in today’s dynamic environment
where things can and do change quickly.”
FUTURE-PROOF
While no one can surely predict what factors will
shape retention over the next decade and beyond,
firms can get a head start by listening to what
tomorrow’s workforce desires most.
“To retain young people moving forward, firms should
look beyond competitive pay and place an emphasis
on benefits such as flexible scheduling and socially
conscious efforts,” said Schroeder. “It’s also crucial to
8



Firing,
Employee
Contracts,
Sick
Pay,
Remuneration Structures); and
29% support Business Development (Strategy,
Marketing, Benchmarking, Budgeting).

The IFAC SMP Committee has recently focused on
how SMPs can build business advisory and
consultancy services. During a recent SMPC
meeting, representatives from around the world
shared their own experiences with a view to better
prepare firms that are ready to diversify into advisory
and consulting service.

Firms of the Future–Building Advisory
Services
by Johnny Yong and Mats Olsson
There is currently a general consensus that SMPs
need to re-evaluate the services that they are
providing, which may involve an eventual change to
their current business model. Hence, it could be
necessary for SMPs to shift their mindset and
seriously consider building on their traditional
compliance services with business advisory services
focusing on foresight and other predictive analysis.

What services will small- and medium-sized
entities (SMEs) require in the future?
Future oriented services such as budgeting, cash
flow planning, determining market pricing on products
and services offered by SMEs and a business
‘health-check’ are likely to be highly sought after.
Furthermore, a firm that can house all compliance
and advisory and consulting services in a single
location, or hub, will be in demand as the SMEs will
not have to move around to get the full range of
services that they need. Hence, the attraction of
services being provided through the cloud cannot be
over-stated.

Interestingly, 45% of respondents to the 2016 Global
SMP Survey seemed to support this direction by
stating that they anticipated revenue to increase in
2017 for advisory and consulting services – the
highest out of all four service lines. It was 44% for
accounting,
compilation,
and
other
nonassurance/related services; 42% for tax and 38% for
audit and assurance services.

With SMEs operating on a more global basis than
ever before and relying increasingly on computing
power, SMPs that can operate across multiple
languages and cultures and provide IT consulting and
cyber-security services will be important business
partners to their clients.

IFAC’s literature review on The Role of SMPs in
Providing Business Support to SMEs—New Evidence
explored both the supply and demand for business
support from SMEs and highlights the associated
potential for future revenue growth from the provision
of business advisory services. Research indicates
that, irrespective of jurisdiction, accountants, and
especially SMPs, continue to be the preferred
advisors to SMEs. SMPs have an in-depth
knowledge and understanding of their SME clients
and are therefore well-positioned to provide a range
of other services. They also have a unique advantage
because of their interactions which are often longterm and centered on personal relationships that are
based on trust and reliable communication.

How can SMPs remain relevant to tomorrow’s
SMEs?
Niche Market
The traditional SMP firm model may need to change.
Specialization in a niche market offering could be a
way forward. This could be a field where the firm has
a high degree of industry and/ or technical
understanding. It should be large enough to justify
the expenditure on marketing and if necessary
obtaining specialist knowledge. Focusing on
developing specialisms may also open up new client
opportunities as other firms may want specialist
expertise.

83% of the 2016 SMP Survey respondents stated
that they already provided some form of business
advisory and consulting services. The most
commonly offered services included:
 48% provide Corporate Advisory (Financing,
Mergers, Due Diligence, Valuations, Legal);
 46% offer Management Accounting (Planning,
Performance, Risk Management, and Internal
Control);
 30% advise on Human Resources Policies and
Procedures/ Employment Regulations (Hiring and

Networks
Firms should consider how they approach
collaboration, networking and alliances with other
professionals and practices. SMPs may have a
limited ability to provide a full range of services. It is
therefore important to become part of a high-quality
referral network, formal or otherwise informal. Some
SMPs are already very active users of a trusted
referral network. Successful firms have developed
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rate their satisfaction on the firm’s past performance.
This feedback enables the firm to know what areas
they are doing well and what could be their inherent
strength. In undertaking client profiling, coupled with
internal insights, some past services that were
delivered for free may eventually be billable as
advisory in the future. The key here is to be confident
that these services actually add value to the client.

networks and cooperate with other accountants and
other professionals such as lawyers, corporate
financial advisers, chartered secretaries, qualified
valuers etc.
Joining a network, association or alliance could also
be explored. In the 2015 IFAC Global SMP Survey
28% were members of a network (11%), association
(10%), or alliance (7%). An additional 24% indicated
their practice was considering joining one. Key
benefits indicated included broadening client service
offerings, retaining clients expanding in size and/ or
operations and strong networking opportunities.
There is also a need to look at the value proposition
as part of the transition into offering of advisory and
consulting services.

SMPs need to focus on branding and communicating
both to existing and new clients the full range of
services that can be provided. One mechanism is to
utilize the firms’ social media presence. This can help
with promotion and the dissemination of information
to clients, as well as attracting talent.
Conclusion
Yes, building advisory and consultancy services can
be an amazing journey for staff, partners and clients.
But, it is important for SMPs to take some time out to
reflect on the firm’s strategy. Developing a strategic
business plan with the necessary buy-in from staff
and partners is paramount. It is critical to have a clear
vision for the future and a roadmap for how to get
there.

Leveraging Technology
As SMEs become more and more connected in the
digital age, so too must firms evolve. Leveraging
technology to manage costs and offer new services
will need to be a priority. Investment in these areas
has to be planned and executed. Automation should
result in more time being available for data analysis,
insights and proactive ‘real-time’ value-added
services.

Johnny Yong is a technical manager with IFAC’s
Global Accountancy Profession Support (GAPS).
Mats Olsson is partner and one of the founders of
Adrian & Partners AB, a medium-sized practice in
Sweden and was previously the Deputy Chair of the
IFAC SMPC

Trusted Business Advisor
SMPs need to remain relevant by understanding and
listening to their clients’ needs, then utilizing their
broad experience and expertise to help them
accomplish their goals. The accountant’s role (as
adviser, mentor, and coach) is to work as a ‘business
partner’. This new role requires flexibility and an
understanding of the context and cultural
environment of the client. Practitioners will need to
create an even more regular and ongoing
communication with their clients and build the
relationships.

An accountant’s three best tools
By Daniel Hood
It’s common these days to hear that the accounting
profession is moving en masse to higher-value-added
services, dropping its backward-facing, complianceoriented drudge work in favor of forward-looking,
technology-enabled advice that will unleash a new
era of happy, profitable clients.

Talent Management
Staff’s skill sets will need to be refreshed. Employees
are expected to be more outward facing with strong
communication skills and could require training on
how to deliver valuable business insights. The
traditional recruitment routes may no longer be
efficient or viable as the skills required are rapidly
changing. Hence, new ways to attract talent will be
needed. A Gateway article ‘Searching for Stars:
Youth & Talent Management’ explores this further.

This is both enticing and daunting, as it leaves many
feeling left behind, finding themselves with no clue
how to begin delivering this new generation of
services, stranded between exhortations given at
10,000 feet and the practicalities of acting on those
exhortations on the ground.

How can the firms initiate change?

Let’s make this easy: To start bringing higher value to
your clients, you only need three tools:

As part of the process to initiate change, SMPs must
first evaluate their existing client’s profile. For
example, are they expanding and, thus, need more
support? Secondly, existing clients can be asked to

1. The ability to ask questions.
2. The ability to listen carefully to the answers.
3. The ability to clearly communicate the advice you
create as a result.
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In case you’re wondering, I didn’t make this up on my
own: I learned it from consultant and “Countess of
Communication” Geni Whitehouse, when she joined
us on the Accounting Today podcast, “On the Air,”
recently. “Accountants have a hard time picking up
the phone and talking to people,” she said. “And
we’re afraid to ask questions, because we think we’re
supposed to have all the answers. We think we’re
supposed to be the Oracle at Delphi.”

Be the change accounting needs
By Daniel Hood
It was Gandhi who famously counseled that we must
“be the change we want to see in the world,” and
while it’s probably safe to assume that he was not
thinking about, say, the move to value-added
services or managing millennials, this is one of those
rare pieces of advice that’s fractal: It is valuable and
applicable at whatever level you are operating on.
Whether you’re trying to free a nation from
colonialism or get your kids to do their chores,
Gandhi’s advice holds up — and it’s also true for
trying to survive the waves of change that are
engulfing the accounting profession.

She’s right that accountants are often reluctant in
these areas, of course — but asking a question can’t
be any more terrifying than answering all the ones on
the CPA Exam. It’s just a matter of working up the
nerve, and having some good questions lined up in
advance. Whitehouse’s firm has a set of questions all
ready to go to help get to know clients better, and
uncover some of their most important goals and
issues.

For change is coming, no doubt about it.
Like so many other parts of the modern economy, the
accounting profession faces a wide and deep
restructuring of its foundations. This can be
overwhelming, particularly when you have no say in
or control over the changes. But there are ways you
can begin to come to grips with it, to internalize it and
act on it so that you can actually come out ahead of it
— if you’re willing to make the investment of time and
resources now.

Asking questions is pointless if you don’t listen to the
answers, obviously, because the point is to use the
information and the insights it gives you into your
client’s situation to create valuable advice. That part
you don’t need help with — accountants are business
experts, after all. From your education, your training,
your work with all your other clients and your deep
industry knowledge, you’ll be able to turn the raw
information into actionable advice.

Here are a handful of ways to begin:
Start thinking about the future. Spend an hour a
week researching some change that’s coming your
way, or your clients’. Dig deep until you understand it
and what its impact is likely to be — then move on to
another change.
Then start talking about it. Share what you’ve
learned with your clients and your staff. Encourage
them to look forward, and to think forward; to engage
with the future, rather than just letting it wash over
them.
Mentor someone. Even if your firm doesn’t require it,
spending regular time listening to and advising
younger staff will be as valuable for you as it is for
them. If there are no staff for you to mentor, look to
the accounting students at local colleges.
Start cold-calling your clients. That means out of
the blue, and unconnected with any current
deliverables. Begin by asking them strategic, bluesky kind of questions, to elevate your understanding
of them, then move on to sharing useful information
about their industry. Last, start offering them bits of
high-level advice — all in service of preparing them to
think of you as a high-level advisor, not a compliance
provider.
Engage with technology. Become familiar with your
firm’s systems — how they run, how they’re
protected, how they’re backed up. Find the most
tech-savvy person in your firm and ask them for tips.

Then comes the last and, I think, hardest part, and
the one where Whitehouse hit the nail on the head
when she said that accountants and CPAs see
themselves as the Oracle at Delphi, because while
the Oracle was famously wise and able to predict the
future, it also spoke in impenetrable riddles.
Train yourself to deliver your advice in ways your
clients can understand; speak in the language of their
business, whatever it may be, rather than in the
language of accounting. Give them the specific,
useful advice you’d want to be given — while
remembering that they most likely don’t have degrees
in accounting, and never passed the CPA Exam.
Later on, you’ll start bringing technology into the
equation, using data analytics and other tools to
unearth useful and usable new insights and deliver
unexpected new services, but for now, being a more
valuable advisor starts with three simple tools: Asking
a question, listening to the answer, and speaking
plainly in response.
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It’s a commonplace that most users only take
advantage of a small portion of any given software’s
capabilities; aim to up your percentage on every
solution you use.
Wrap your head around blockchain. It’s not as
complex as you might think, and an hour or two of
reading will put you ahead of most of the people you
know. Then you can bring them up to speed, and
start figuring out how it’s going to impact accounting.
Work remotely one day a week. This will help you
test your firm’s capabilities to make sure they function
properly, and almost as important, it will give cover to
those staff members who really want to (or have to)
work outside the office.
Imagine yourself in the future. Outline specific
ways your day, your practice and your firm will be
different. Pick the ones that excite you the most and
figure out how to start working toward them.

contracts, has the potential to disrupt numerous
industries.
The emergence of blockchain has led to concerns
over the future of CPAs in auditing. That’s because
the combination of peer-to-peer networking
technology and cryptography allows for the creation
of a distributed, “triple-entry” ledger that can
automatically confirm and record transactions,
virtually in real time, and is extraordinarily difficult to
change after the fact. To some, it may seem that
there would be nothing left for a CPA to audit if all
transactions are captured and preserved in an
immutable blockchain.
Those concerns are addressed in a report authored
by several leaders in blockchain technology from
Deloitte’s U.S. audit and consulting business, as well
as blockchain leaders of Deloitte Canada, CPA
Canada, the AICPA, and the University of Waterloo.
The report, Audit & Assurance Alert — Blockchain
Technology and Its Potential Impact on the Audit and
Assurance Profession, describes how blockchain
technology could potentially affect the financial
statement audit.

Remember, you can watch the change — and
potentially be engulfed by it — or you can be the
change.
Daniel Hood is editor-in-chief of Accounting Today
and Tax Pro Today, and has covered the tax and
accounting field for over 20 years.

According to the report, while the acceptance of a
transaction into a reliable blockchain may constitute
sufficient appropriate evidence for certain financial
statement assertions, it may not provide sufficient
audit evidence related to the nature of the
transaction. For example, although the transfer of
bitcoin is recorded on the blockchain, the auditor may
not be able to determine that the product was
delivered based solely on an evaluation of
information on the bitcoin blockchain.

How blockchain might affect audit and
assurance

According to the report, a transaction recorded in a
blockchain may:
•
Be unauthorized, fraudulent, or illegal.
•
Be executed between related parties.
•
Be linked to a side agreement that is “offchain.”
•
Be incorrectly classified in the financial
statements.

By Ken Tysiac
Although emerging blockchain technology may
significantly change financial statement auditing,
accounting professionals will continue to have an
important role in the audit and may see new
opportunities related to blockchain, according to a
newly released audit and assurance alert.

Although CPAs may be able to develop procedures
to obtain audit evidence directly from the blockchain,
the auditor would need to consider the risk that the
information is inaccurate because of error or fraud.
This may present new challenges because there is a
good chance the blockchain would not be controlled
by the entity being audited. The CPA auditor will
need to extract the data from the blockchain and also
consider whether they are reliable.

Blockchain technology forms the foundation for an
internet-based peer-to-peer network that uses
computer-powered
cryptography
to
facilitate
exchanges of value. Computers on the network,
known as nodes, simultaneously verify and record
transactions, allowing parties that do not know one
another to complete transactions without the
traditional trusted intermediary, such as a bank or
credit card network. This technology, originally
created for bitcoin but since developed for many
other cryptocurrencies and uses, including smart
12

But the report says migration to the blockchain might
enable CPA auditors to streamline the audit process.
With access to real-time data, CPA auditors can
develop software to continuously audit organizations
using the blockchain and eliminate labor-intensive
manual data extraction and audit preparation
activities.

5 reasons why your firm needs a robust
social media presence

In addition, the report says new roles for CPAs that
may develop as a result of blockchain’s emergence
include:
•
Auditor of smart contracts. Smart contracts
may be embedded in a blockchain to automate
business processes. Parties to smart contracts may
be eager to engage a CPA to verify that smart
contracts are implemented with the correct business
logic.
•
Service auditor of consortium blockchains.
Potential users of private blockchain products may
wish to engage a CPA to provide independent
assurance on the stability and robustness of the
system’s architecture. Rather than each participant
performing his or her own due diligence, it may be
more efficient to hire a CPA to achieve these
objectives. A trusted and independent third party may
be needed to provide assurance as to the
effectiveness of controls over the private blockchain.
•
Access-granting administrator. A trusted,
independent third-party CPA may be the perfect
candidate to serve as the central access-granting
administrator for a blockchain that requires
permission to join.
•
Arbitrator. CPA assurance providers may be
among the qualified professionals in the future who
would settle disputes among participants in a private
blockchain.

Sarah Warlick
Social media is a powerful business tool that
accounting firms are often quick to dismiss as an
extra.
We’ll do it when we have more room in the budget
and more staff, say firm leaders. Secretly, many still
harbor doubts about its value and may even consider
it an unseemly dive into pop culture that’s out of line
with the firm’s staunchly conservative, businessfocused brand.
Those thoughts are understandable but flat-out
wrong. In today’s business environment, nobody is
too traditional to benefit from social media, or to avoid
the public perception that a lack of social media
presence is a business deficit rather than a strength.
Those who shrug off expectations that every firm take
part in the social media discourse are also likely to be
overlooking the many concrete business benefits of
participation. A robust social media strategy helps
you:
1. Build relationships. Social media conversations are
a great way to meet new people, whether it’s
potential clients or respected colleagues. You can
follow others who are active in the same niche and
gain followers of your own, establishing personal
connections that dramatically increase the chances of
eventual business opportunities with these people
and the firms they represent.

While the exact implications of blockchain for CPAs
are uncertain, the report urges members of the
profession to learn more about the technology and
consider the skills they will need to meet market
demands as blockchain use increases.
Identifying the risks associated with blockchain and
learning how to use the technology for a competitive
advantage can help CPAs maintain and increase
their relevance in the business environment.

2. Establish thought leadership. Sharing updates and
insight through social media platforms allows you to
let others see you at your best: thoughtful,
knowledgeable, and in the loop when it comes to
your practice areas. When you provide original
content — or share quality content by others — to
answer questions and inform readers about complex
issues or breaking developments, they begin to
recognize you for the expert you are.

Ken Tysiac (Kenneth.Tysiac@aicpa-cima.com) is a
JofA editorial director.

3. Reinforce niche specialties. Accounting is a broad
field, and not very well understood by the general
public. Most businesses and individuals lack the
knowledge to determine what type of CPA they need
in a given situation. By sharing insights in your focus
area, you delineate the special niche you occupy,
helping potential clients and referral sources identify
you as someone to turn to when they need
13

More importantly, if you don’t follow up, you could be
leaving money on the table. You never know who
might need your services in six weeks, six months, or
maybe a few years down the road. Prospects
become clients when they’re ready, not necessarily
when you’re ready.

assistance. And since search engines index social
media content, you’ll also be boosting your likelihood
of showing up high on the list of responses to online
queries for an appropriate specialist.
4. Attract new talent. Across the profession,
accounting firms struggle to attract and keep the
younger talent they need to cultivate the next
generation of leaders. One of the first things potential
job candidates do is to go online and assess the
firm’s web presence, including social media activity. If
there’s nothing to see, that’s a red flag that the firm
may be struggling, outdated or simply not very good.
Is it an accurate gauge? Not necessarily, but it’s a
standard assumption nonetheless.

Why Follow Up is Important
Research shows that it may take as many as eight
touches before a prospect decides to do business
with you. That means the goal with any networking
event is not to get an immediate sale, but to begin a
relationship. Though you may think that accounting is
about numbers, it’s really about relationships. By
establishing a relationship with your prospects, when
they have a problem that your services can solve,
you ensure that they think of you first.

5. Maintain high visibility. When people need an
accountant, they’ll call the one they know. Unless
they have forgotten, for the moment, that they know
one at all. That’s what happens when you only see
people at the occasional cocktail party, church event,
or alumni gathering. Stay high in the minds of all your
potential clients by letting them see your name and
your ideas on a regular basis — through social
media, of course.

If your prospect already has an accountant, the
relationship they have with their current accountant
can make it very hard to get them to change to a new
one. From their perspective, there are only two
reasons to change accountants:

OK, you say, social media can do a lot for my firm.
But will it bring in clients? Because that’s what we
need to accomplish here, at the end of the day. The
answer is yes: having a strong social media presence
will generate new business for your firm, albeit not as
directly or as quantifiably as accountants naturally
would like.

1. they’re unhappy with their current accountant
2. you provide services they need that they
can’t get with their current accountant
So before you add your latest stack of business cards
from a networking event to your collection, here are
some ideas that can help you move that money off
the table and into your bank account.

The best way to appreciate the value of social media
is to think of it as a brand-building tool. Every one of
the benefits listed above strengthens and supports
your brand, which definitely equates to new business
in the long run. In fact, nothing is more critical to the
firm’s long-term sustainability than a strong brand,
and there are few, if any, more effective, versatile or
cost-efficient tools for building your accounting firm’s
brand than social media.

Begin with a Process
First, you need to set up a process for following up.
Without a process, those cards will just join the
business card graveyard in your desk drawer.
First, add their contact information to a CRM or
contact management system. A spreadsheet works,
too. Don’t forget to include some notes about them
while the details are still fresh in your memory.

Sarah Warlick is the owner of Proof Positive Content,
a content development firm dedicated to helping
accountants and other professional services
providers build their brands through customized,
niche-specific content.

Set up reminders within that CRM system (or
equivalent) to follow up with those prospects on
specific dates. As a starting point, you might try
following up in three days, seven days, two weeks
and then every six to eight weeks.

How to Follow Up with Networking Event
Prospects
Liz Farr

What to Do

Do you have a drawer full of business cards you’ve
collected through the years? Most people are lazy
when it comes to following up, so if you just make a
small effort, you’ll stand out as different.

Just the act of following up will set you apart from the
competition because so few do it. If you want to really
stand out, try doing something different from the
usual.
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The most basic is to send an email or make a phone
call on your follow up days. While it may be tempting
after a big event to send out a mass email to
everyone you met, that’s not ideal.

If this is someone you’d really like to do business
with, send them a business book that you think they’d
enjoy. You can either send it from Amazon, gift
wrapped and with a card, or mail it yourself.

A better method is to send each person a friendly
email with a reminder of your connection, tailored
specifically for them. That’s why it’s important to
include notes about each person in your CRM
system.

If you send it yourself, a great bonus is to include a
note that points to passages or chapters that you
think would be of particular interest to your prospect
so that they don’t have to read the whole book to get
some benefit from it.

Here’s an example:

Make sure you reach out and connect with them on
LinkedIn, Twitter and any other appropriate social
media platforms. The key to success with social
media is to be social and engage. Follow what they
post, like it, comment on it and share it.

Hi xxx,
Great to meet you at last week’s networking event at
the Q Bar! I really liked hearing about how you work
with the clients in your investment firm to find out
their long-term goals, and how you help them stay
accountable.

And of course, you should add them to your email
newsletter list. Before you add them, be sure to get
permission. The best email newsletters are the ones
your firm creates.

Do you have time in the next week to continue our
conversation over a coffee? I’d love to have a chat
about how we can help each other’s businesses.

An easy way to produce a newsletter is to collect
articles you’ve come across that are of interest to
small business owners and link to them. Remember
that besides tax and accounting, business owners
may also need help with human resources, managing
multiple generations and marketing.

Regards,
You’ll really stand out if you include something of
value for the other person. Maybe you just published
a blog post or an article on LinkedIn.

Be a Problem Solver

Maybe you just listened to a great business podcast
or perhaps you came across a news item or an article
of interest to them. Include a link to that article in your
email.

When you’re following up, focus more on finding out
everything you can about their business and their
goals. Seek out ways to help them solve problems,
even if you’re not the solution provider.

If you really want to stand out, print out that article
and mail it to them, along with a brief note:

Remember that it may take eight or more touches
before anything comes of your new relationship. Most
accountants don’t even make one touch, so you’ll
stand out when you follow up systematically with
prospects.

Hi xxx,
I just came across this and thought it would be of
interest to you.

Liz Farr, CPA, has worked in tax and accounting
since 2002. She is also a freelance writer specializing
in content marketing for accountants and
bookkeepers around the world.

Talk soon,
Your name
If your prospect is local, try to set up a lunch or coffee
meeting. Depending on the situation, meeting for a
drink at your favorite brew pub might be appropriate,
but use your best judgment.
Today’s technology allows us to set up virtual coffee
meetings. Consider sending out an invitation to do a
quick Skype or Zoom meeting to connect.
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Any materials that prove the issuing counterparty
is unable to replace or reissue the fapiao;
Agreement with the counterparty for business
activities; and
Proof of payment made on a non-cash basis.

It must be noted, however, that taxpayers still must
submit fapiao to receive pre-tax deductions in most
situations.
Further, the measures state that where an enterprise
incurs an expenditure for receiving services subject
to VAT jointly with another enterprise – including a
related party – the cost-sharing shall be based on the
arm’s length principle. In such a situation, the fapiao
and the related cost-sharing agreement should be
used together as supporting documents for pre-tax
deduction.
Additionally, the measures clarify that for overseas
expenses, supporting documents of withholding tax
payment must be obtained before CIT reconciliation.
Previously, some regions required withholding tax on
overseas expenses to be paid before year-end, while
other regions stipulated that overseas expenses can
only be deducted when the payment is actually
made.

Corporate Income Tax Deductions in
China:
China’s State Administration of Taxation (SAT)
released measures clarifying what documents are
needed for corporate income tax (CIT) deductions.
SAT Announcement [2018] No. 28, which will go into
effect on July 1, 2018, states the specific instances
where taxpayers may not require fapiao – Chinese
invoices – in support of CIT deductions.
Receipts, internal documents, and payment slips can
be used as supporting evidence for pre-tax
deductions in some cases – if fapiao cannot be
obtained.

The measures also state that for office utilities, such
as water, electricity, air conditioning, internet, etc.,
where the lessor issues a fapiao for the taxable item
to an enterprise renting the premises, the enterprise
shall use the fapiao as the pre-tax deduction proof.
Where the lessor adopts a cost-sharing method, the
enterprise shall use other external proof issued by
the lessor as the pre-tax deduction proof.
Source: Dezan Shira China Briefing

Such a scenario can arise if the expense in question
is not subject to value-added tax (VAT), or if, for
example, a taxpayer receives an unqualified fapiao
and cannot acquire a re-issued fapiao because the
counterparty has been liquidated and can no longer
issue the fapiao. In most situations, however, the reissued fapiao must be obtained before CIT
reconciliation.
A valid fapiao must include the correct company
name, tax identification number, detailed expenditure
items, and other relevant information.
In contrast, an unqualified fapiao might be missing
required information or have information printed
incorrectly. Tax authorities will also deem a fapiao
unqualified if it was illegally issued and printed, or if it
was forged, altered, or voided.
If an enterprise acquires an unqualified fapiao, it is
obliged to request the issuing counterparty to revise
and reissue the fapiao. If tax authorities notify an
enterprise that a fapiao submitted for CIT
reconciliation is unqualified, the enterprise must
obtain a valid fapiao within 60 days of the notification.

One Stop Form for FDI Reporting by the
RBI
The Reserve Bank of India (RBI) has introduced new
directions notified on 7 June 2018 laying down the
roadmap for implementation of reporting of foreign
investments through Single Master Form (SMF).

Where an enterprise cannot obtain a valid fapiao, it
must provide the following documents for tax
deduction purposes:

The present system of reporting total foreign
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investment in India in the eligible capital instruments
in the investee company or capital contribution in a
Limited Liability Partnership (LLP) or investments in
other investment vehicles, involves filing of numerous
forms via various reporting platforms. This renders it
as
a
disintegrated
reporting
structure.

aimed at ensuring that there is consistency and
accuracy of data on foreign investments reported.
There may be certain practical difficulties prior to
implementation of the new form for the Indian entities
to collate details on foreign investment, especially as
the window for uploading such data on the RBI
interface is open for only 15 days.

The RBI circular focuses on integrating the foreign
direct investment reporting system and has
mandated reporting via following two new forms:
Name of
the Form

Entity
Master
Form
(EMF)

Single
Master
Form

Contributed by Kamdar, Desai & Patel Chartered
Accountants

Points to be noted
 Prior to the implementation of
SMF, RBI will provide a reporting
interface called as EMF to Indian
companies and LLPs that have
existing foreign investment
including indirect foreign
investments, to provide data input
on total foreign investment
received till date by them.
 Indian entities not complying with
this pre-requisite, i.e., filing of
EMF, will not be able to receive
foreign investment (including
indirect foreign investment) and
will be considered as noncompliant with FEMA and
regulations made thereunder.
 The SMF will be an integrated
reporting form which will be an
event-based form aiding in
reporting the total foreign
investment in India made by a
person residing outside India.
 SMF would provide a facility for
reporting total foreign investment
in an Indian entity viz. company,
LLP and other investment
vehicles (Real Estate Investment
Trusts (REITs)/Infrastructure
Investment Trusts
(InvIts)/Alternative Investment
Funds (AIFs).
 SMF will also be compulsory
while:
o Reporting the downstream
investment (indirect foreign
investment)
o Reporting of investment in an
investment vehicle, including
REITs, InvIts and AIFs

India
Amends
Bankruptcy Code

Insolvency

and

In June, the federal government introduced fresh
amendments to the Insolvency and Bankruptcy Code
(IBC) of 2016.
The Insolvency and Bankruptcy Code (Amendment)
Ordinance, 2018 came only two years after the
promulgation of the first law.
The amended bankruptcy code prioritizes a speedy
sale of assets under liquidation to prevent their
depreciation after being held for an extended period.
The major changes introduced in the 2018 Insolvency
and Bankruptcy Code (Amendment) Ordinance.
Home buyers as financial creditors
Investors in real estate projects, including home
buyers or their guardians, are now identified as a
‘financial creditor’ in the bankruptcy process.
As a financial creditor, a home buyer can now initiate
a Corporate Insolvency Resolution Process (CIRP)
against the defaulting developer.
Further, the home buyer will become a vote-carrying
member of the committee of creditors (CoC). The
CoC deliberates on all matters related to the
bankruptcy process, including the decision to resolve
or liquidate.
Reduction in threshold for approval of resolution
A bankruptcy resolution plan now requires the
approval of 66 percent of the CoC. Previously, the
IBC of 2016 required 75 percent approval from
creditors.
However, with regard to regular transactions, the 51
percent majority for approval remains static.

The integration of the extant reporting structures is a
positive move made by RBI to simplify and rationalize
reporting for foreign investment in India. It is also
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Bidding for MSMEs
Unlike the IBC of 2016, the new amendments allow
the promoter and other associated parties of a debtridden entity to bid for their company, if their
company is a micro, small, and medium enterprises
(MSMEs).
Wilful defaulters (individuals who have failed to repay
loans despite the ability to do so) are still barred from
bidding.

Revised
Regulations
for
the
implementation
of
Automatic
Exchange of Financial Information

Fixed timeline to guide bankruptcy process
The process for the revival or liquidation of the debtor
should take a maximum of 180 days; a one-time
extension of 90 days is, however, available.
This 270-day period is known as a moratorium
period, when no action is permitted against the
debtor or its assets.

On 30 April 2018, South Korea issued a revised
version of Regulations to implement the
Automatic Exchange of Financial Information with
Foreign Countries (territories) for Tax Purposes
under the Common Reporting Standard (CRS)
and Foreign Account Tax Compliance Act
(FATCA) regimes.

Facilitating swifter bankruptcy resolution
In conjunction with the amendments to the IBC, the
Securities and Exchange Board of India (SEBI)
allowed changes to its ‘Takeover Code’.

The revised version of Regulations contains
additional information relating to establishment of
exception for pre-existing account determination
date (Article 15) and states that an FI may use
the last day of the year in which a new tax treaty
is
concluded
as
preexisting
account
determination date for the purposes of carrying
out due diligence process. The revised
Regulations entered into force on 01 May 2018

SEBI will now permit investors to acquire more than
75 percent of shares in a non-public shareholding
company bound for insolvency resolution.
Such a move enables investing companies to
facilitate cash-infusion into an at-risk entity while
allowing it maximum control to decide on the future of
the acquired entity.
Source: Dezan Shira India Briefing

Source: KPMG website
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