Members of MGI Worldwide Asia

point, nations will come to realise that cooperation
works better than protectionism.

Let me start by thanking all of you who attended the
recent Asia meeting in Hong Kong. The meeting
attracted a diverse range of attendees, including the
Chairman and Secretary of MGI Worldwide, a
member from the United Kingdom, the Chairman of
Mackrell International and a prospective member. It
was also heartening to see more members sending
managers to attend the meeting. I would extend a
sincere thanks to Mr Kenneth Chau, Ken Yeung and
the team at Kenneth Chau & Co for organising this
outstanding meeting.

A similar parallel can be applied to reduce the
expectation gap. Stakeholders need to accept the
limitations of audit and that the focus on the role
played by auditors should not be augmented each
time a big business collapses. On their part, auditors
must continue to strive at improving their audit quality
on a continuous basis, not only when regulatory
reviewers come knocking. The audit profession is
built on ethical behavior, which is doing the right thing
even when no one is watching.

It is timely that one of the most seismic changes
brought about by the new revenue recognition
accounting standards is happening now – at a time
when the auditing profession is again in the news.
Discussions which normally used to be confined at
the regulatory level have now moved to the political
arena, where the scope and future of audit are in the
spotlight. While regulatory changes have been a
norm, what is starkly different this time is that the
reviews that are being proposed now include looking
at the role and purpose of the regulatory bodies
themselves. One such government backed review is
Project Flora in the UK, which aims to be a major
independent review which goes right down to the
roots to determine whether audit is fit for purpose.
Given the tsunami that such a review will bring about,
it should come as no surprise that Project Flora has
been delayed since no one wants to take on what
has been described as a “toxic” role.

I had stressed this repeatedly at the Asia meeting,
but for those who haven’t done so, it is still not too
late to sign up for the AGM. I hope to see you all in
San Francisco.

Imran Assan
Area Leader – Asia

MGI WORLDWIDE MEETINGS
2018/2019

The root of the problem continues to be the
expectation gap. This has widened as the definition
of stakeholders who rely on the financial statements
has also expanded in recent years. The ultimate aim
will always be to give the users of financial
statements a level of confidence that what
management says is happening is indeed a reflection
of the underlying reality. But all users must also
accept that despite the improvements in audit quality,
despite the technological revolutions in data analytics
which allow an assessment of 100% of transactions,
there is absolutely nothing to prevent big businesses
from failing.

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

Outside of the profession, the largest economies
continue their trade wars by imposing tariffs and
duties on imports. It is becoming increasingly evident
that just as in a real war, there are always more
losers than winners. The cancellation of various
bilateral trade agreements has resulted in some
countries building new relationships and agreements
to carry on trading freely without the US. At some
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To allay fears about the MGI QA review and visit,
firms that have been reviewed and the reviewees
shared their experience with humorous anecdotes
about the process and the actual visit.

MGI ASIA MEMBER NEWS
Kenneth Chau & Co, hosts MGI Asia’s
2018 regional meeting

The 2018 meeting was hosted by Kenneth Chau &
Co the “oldest” MGI Asia member firm, who will be
celebrating 40 years of membership in 2019. With
that tone set, the meeting was a celebration of the
history of MGI Worldwide with some members
sharing their history & journey with MGI Worldwide,
including MGI’s 70year history shared by Jonathan
Farrow from the founding firm MGI Midgley Snelling
The presence of Thomas Althoff MGI Chairman was
commended by the members & he shared the stage
with CEO, Clive to provide the global update.

Kenneth Chau & Co hosted a grand dinner at the
iconic Jumbo Kingdom Floating Restaurant, a
sprawling floating eatery, with traditional decor &
Cantonese cuisine with a seafood focus. Members
took a short ferry ride to the restaurant located at the
Aberdeen South Typhoon Shelter, within Hong
Kong's Aberdeen Harbour.
Members who have collaborated with each other also
shared their experience and talked about how
members can capitalize on each other’s expertise
and skills
The importance of using personality profiling tools to
recruit and promote people was an interesting topic
presented by Dr. Ko from the Hong Kong Baptist
University. He shared real life scenarios with CPA
firms that he has worked for to recruit and retrain
people.
The Asia members were lucky to have Paul Taylor
from member firm Freestone Jacobs explaining the
UK tax implications on non-residents or foreigners
who invest in UK

3 members chaired the open space session on Day
2. Anand led the group on total quality management
of the firm from recruitment, training, usage of
technology and inculcating integrity within practices.
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Dickson chaired the session on non audit services
and how firms can benefit from diversifying from the
traditional audit & tax services. Thanadee invited
those interested in marketing and business
development to join him in discussions on the usage
of social media to promote business and expertise

It has been providing service to rural member
consumers for over 39 years. Continued support from
the Government of Bangladesh, the donor
community, consulting partners, and member
consumers helped this program continue to expand,
providing the gift of electricity to millions Bangladeshi
households, businesses, and industries.

New Partner at Seiyu Audit
Seiyu Audit Corporation has promoted Hironori Igawa
who has been with the firm for 12 years as a partner
at the Osaka office on August 1st.
Prior to joining Seiyu Audit,
Hironori worked with Ernst &
Young Shin-Nihon LLC for 7
years. His area of expertise is in
auditing and internal controls.
There are now 15 partners in the
firm

The last item was discussions on the finances of MGI
Asia, regional administration and future meetings.
The meeting ended with expressions of gratitude to
the hosts and all those involved in the organization of
the 2018 Asia meeting

MGI GLOBAL NEWS

MGI Worldwide once again makes the list
of Asia's top 20 global accounting
networks

Global Family Office Practice Group
Launched
MGI Worldwide's Global Family Office team of trusted
advisors can help family offices with a whole range of
support and advice throughout the world, providing
specialist services from family governance, trust and
corporate services, asset holding, tax planning,
wealth management and wealth planning to charity
and philanthropy.

MGI Worldwide is proud to once again rank among
the top 20 global accountancy networks in Asia in the
August 2018 edition of the International Accounting
Bulletin (IAB).
In the survey conducted by IAB with detailed reports
for Malaysia & China, statistics were presented for
Malaysia ranked #19, China #21, Hong Kong #16
and South Korea #13 based on fee data

A microsite has been developed that provides
member firms and their high net worth family clients
access to specialist expertise in the UK, Europe,
North America, South America and elsewhere across
the globe.
The global family office practice group joins the
forensic accounting group, M&A group and IFRS
group in providing opportunities for members to talk,
share knowledge and exchange ideas on current
issues and at the same time helping participating
firms promote their international credentials in the
local marketplace.

Read more HERE

KWSR wins new client
Khan Wahab Shafique Rhaman & Co., Chartered
Accountants (KWSR) have been appointed to
identify, list and determine the market value and
revaluation of assets belonging to the Bangladesh
Rural Electrification Board (BREB) for the year ended
30 June 2018.
BREB
an
autonomous
organization under Government
control, was established under
the Rural Electrification Board
Ordinance 1977

New members joining in the 3rd quarter
MGI MCA Global from Harare, Zimbabwe is the
latest member firm to join from the MGI Africa region.
The 3 partner firm formerly known as Mazhandu &
Co has a wealth of experience in serving private
sector clients, and has also worked with government
departments,
schools
and
non-governmental
organisations.
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Their expertise lies in providing focused assurance,
tax and advisory services to both public and private
sector clients, with the firm priding itself on adding
value to its clients and their stakeholders.

Volume 1 covers the fundamental concepts of a riskbased audit in conformance with the ISAs. Volume 2
contains practical guidance on performing SME
audits, including two illustrative case studies—one of
an SME audit and one of a micro-entity audit.

Bolivia-based, and newly renamed, MGI Aram
Consultores joined our global accounting network in
the MGI Latin America region.
The three-partner firm's specialisms include providing
advice and assistance in auditing, consulting, tax and
legal compliance across both the public and private
sectors.

Many firms use the Guide for training purposes and
as the basis for firm manuals. In order to help them
and our member organizations maximize the Guide’s
use, IFAC has also updated the Companion Manual
which provides practical ‘best use’ suggestions for
the Guide.

MGI Aram Consultores has experience in serving
clients across the manufacturing, trade, and
government sectors, as well as financial institutions
and projects funded by international organisations
and International Cooperation Agencies.

Source IFAC website

Joining the Asia region is newly renamed MGI KAL
Rupasinghe & Co. The firm is based in Colombo, with
3 partners specialising in audit, tax, forensic work,
compliance, internal audit and accounting services.

The International Ethics Standards Board for
th
Accountants® (IESBA®) released on 19 July, new
enhancements to its global ethics code which
address more fully the responsibilities of professional
accountants around the offering and accepting of
inducements.

Global Ethics Board resets expectations
of professional accountants regarding
inducements

The firm also offers other services such as due
diligence, income tax advisory, review of costing
systems, new company formation and corporate
secretarial services.

The revised standard sets out a comprehensive
framework that more clearly delineates the
boundaries of acceptable inducements, and guides
the behavior and actions of professional accountants
in business and in public practice in situations
involving inducements.

See page 7 for a full write up on the firm

PROFESSIONAL
NEWS
AROUND THE WORLD

FROM

“Incentives
motivate
behavior,
and
some
inducements can be a powerful incentive to unethical
behavior,” said IESBA Chairman Dr. Stavros
Thomadakis. “This revised standard complements
our standard on NOCLAR to offer a full system of
ethical defenses that relate both to malfeasance
committed by others and to accountants’ own
involvement in potentially unethical behaviors.”

Practical support and guidance for small
business audits
IFAC (International Federations of Accountants) has
updated the Guide to Using ISAs in the Audits of
SMEs, Fourth Edition (the Guide) to help firms
efficiently and proportionally apply ISAs on SME
audits.

Central to this framework is a new intent test that
prohibits the offering or accepting of inducements
where there is actual or perceived intent to
improperly influence the behavior of the recipient or
of another individual. The framework also:
• Clarifies the meaning of an inducement;
• Establishes a requirement to understand and
comply with laws and regulations that prohibit the
offering or accepting of inducements in certain
circumstances, such as in relation to bribery and
corruption;
• Guides professional accountants in applying the
enhanced conceptual framework underpinning
the International Code of Ethics for Professional
Accountants
(including
International

This fourth edition is updated to reflect recent
changes to the ISAs including International Auditing
and Assurance Standards Board (IAASB) projects
on:
• Auditor Reporting;
• Disclosures;
• The Auditor’s Responsibilities Relating to Other
Information; and
• Using the Work of Internal Auditors.
The Guide is designed for use by all practitioners.
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•

Independence Standards) where there is no
improper intent; and
Provides enhanced guidance on the offering and
accepting of inducements by professional
accountants’ immediate or close family members.

edition contains the revised and restructured Code,
including the revised inducement provisions.
Resources and tools for promoting awareness of the
Code and to support its adoption and effective
implementation are also available. For information on
recent
developments
and
to
obtain
final
pronouncements issued subsequent to July 2018,
visit the IESBA website

The revised provisions become effective June 2019,
including consequential amendments to the
independence provisions of the Code addressing
gifts and hospitality. The changes constitute the last
piece of the recently revised and restructured Code.

Source IFAC website

Source IFAC website

New Report Outlines Keys to Sound
Governance

Proposed Changes to ISA 315 (Revised)

Effective governance is the outcome of a mosaic of
organizational policies, processes, and crossfunctional interactions, according to experts featured
in a new report from The Institute of Internal Auditors
(IIA) and IFAC (the International Federation of
Accountants).

The International Auditing and Assurance Standards
Board (IAASB) seeks public comment by November
2, 2018 on Exposure Draft, ISA 315 (Revised),
Identifying and Assessing the Risks of Material
Misstatement.

“United, Connected and Aligned – How the Distinct
Roles of Internal Audit and the Finance Function
Drive Good Governance,” takes the pulse of 11
governance experts and thought leaders to examine
the crucial roles both internal audit and the finance
function play in maintaining a sound system of
corporate governance.

To ensure that International Standards on Auditing
continue to form the basis for high-quality, valuable
and relevant global audits, the IAASB proposes more
robust requirements and improved guidance to:
•
Drive consistent and effective identification
and assessment of risks of material misstatement;
•
Modernize ISA 315 to meet evolving
business needs, including information technology,
and how auditors use automated tools and
techniques, including data analytics, to perform audit
procedures;
•
Improve the standard’s applicability to
entities across a wide spectrum of circumstances and
complexities; and
•
Focus auditors on exercising professional
skepticism throughout the risk identification and
assessment process.

The report identifies several key requirements for
effective governance, including:




Exposure Draft is a key element of the IAASB’s work
to address the fundamental elements of an audit and
thereby enhance audit quality.

An ethical corporate culture that empowers
effective leaders throughout the organization to
carry out good governance processes;
Effective communication and collaboration
among the various roles; and
Requisite competencies for internal audit and the
finance and accounting functions to earn
stakeholder support and respect.

The governance experts who shared their knowledge
and experiences include the leaders of the
international professional associations that produced
the report.

2018 Handbook of the International Code
of Ethics for Professional Accountants

Source IFAC website
Download the PDF or order your print copies of the
2018 edition of the IESBA handbook, which contains
the entire revised and restructured Code.
The 2018 IESBA Handbook contains the entire
International Code of Ethics for Professional
Accountants (including International Independence
Standards) that comes into effect in June 2019. This
5

What are KAPRUPCO’s areas of expertise & types
of services offered?
We offer services in accounting, audit, tax advisory,
system review and implementation, compliance
testing etc. to assist our clients. We also operate a
company secretarial division which handles setting
up of new companies and provide all secretarial
services including feasibility reports required for
foreign investors.
Our expertise was in internal audit and compliance
testing areas. We have extended the scope of
internal audits to forensic investigations in cases
where white collar frauds are suspected. In this field
we have extensive experience in preparing forensic
reports to suit the requirements of the non-accounting
personnel in legal and investigating authorities and
also in giving statements to criminal investigation
authorities, giving evidence in courts of law etc.

INTRODUCING NEW MEMBER

What is the history behind KAL Rupasinghe &
Company?
With the escalation of the ethnic war in Sri Lanka,
most of the professionals, particularly the qualified
accountants started migrating to different countries
where they could make a decent living and educate
their children. Starting from the year 1983, the “brain
drain” rose to unprecedented levels where the
country lost almost all their intellectual capital. The
situation worsened with the liberalization of the
country’s economic policies where the entire
economy was left in the hands of the private sector
and the demand for finance professionals almost
doubled worsening the scarcity of professional
Accountants in Sri Lanka.
Those business houses who secured the services of
efficient senior professionals recorded success
stories, while most of the others had sad endings.
Few entrepreneurs emerged with new ideas to
survive the competition which created a heavy
demand for professionals with experience at the top
level in industry & professional practice, with
exposure to international environments.

What are your future plans for the company?
We have started canvassing for statutory audit
services of large corporate clients and public listed
companies which will contribute to enhanced turnover
figures of the company. We are also planning to
provide specialized training to our forensic audit team
in order to accept more complex forensic audit
assignments.
What factors influenced your decision to join MGI
Worldwide?
We believe in continuous growth, education and
quality improvement in all our services. Therefore, we
wanted to be a part of a reputed global network so
that we will be able to gain all these objectives. Being
an internationally affiliated firm, we now could offer
our services to international clients, share our
knowledge with our member colleagues and vice
versa. We also have an obligation to maintain our
quality standards in all aspects to be at par with our
international colleagues.

This
opportunity
was
capitalized by a senior
Chartered
Accountant
with many years of
international experience
to
offer
management
consultancy and internal
audit services to Sri Lankan business houses in the
year 2007 through a professional practice started
under his own name KAL Rupasinghe & Company
(Chartered Accountants) which was commonly
known as KALRUPCO.
With its humble beginnings, KALRUPCO developed
in to a fully-fledged firm of Chartered Accountants
offering services in the fields of audit, Accounting
assistance,
tax
advisory
and
consultancy.
KALRUPCO has since moved in to a less competitive
niche market of Forensic audits which is now
becoming an interesting and lucrative line of
business.
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What can KALRUPCO offer the network?
KALRUPCO is willing to share our knowledge and
experience with any interested member colleagues in
any part of the world. If there are any members
interested in venturing in to forensic investigations or
if they get any new assignments, we could extend our
assistance in setting about such assignments,
planning, field work etc. based on our experience.
We are even willing to arrange a mutual staff
exchange program with our neighbour countries.

TIPS & HELP

4 Ways to Create a Learning Culture on
Your Team
By Tomas Chamorro-Premuzic and Josh Bersin
Technology is disrupting every industry and area of
life, and work is no exception. One of the main career
implications of the digital revolution is a shift in
demand for human expertise. For instance,
LinkedIn’s talent research shows that half of today’s
most in-demand skills weren’t even on the list three
years ago.
As a result, there is now a premium on intellectual
curiosity and learnability, the desire and ability to
quickly grow and adapt one’s skill set to remain
employable. What you know is less relevant than
what you may learn, and knowing the answer to
questions is less critical than having the ability to ask
the right questions in the first place. Unsurprisingly,
employers such as Google, American Express, and
Bridgewater Associates make learning an integral
part of their talent management systems. As a Bersin
report pointed out: “The single biggest driver of
business impact is the strength of an organization’s
learning culture.”

What does KALRUPCO hope to get out of MGI
Worldwide?
We plan to use the good name of the network to
market ourselves which will contribute to an inorganic
growth in the business volumes of our firm.
Simultaneously, we wish to coordinate with the
member firms in different countries to maximise the
synergies of such firms to offer value added services
to the clients either in Sri Lanka or in their own
countries. We will also see the possibility of staff
exchange programs in the future.

However, true learning cultures, defined by CEB as
“a culture that supports an open mindset, an
independent quest for knowledge, and shared
learning directed toward the mission and goals of the
organization,” are still the exception rather than the
norm. Recent research found that only 10% of
organizations have managed to create them, with just
20% of employees demonstrating effective learning
behaviors at work. Research by Bersin examined the
issue of learning culture in great detail and found that
companies who effectively nurture their workforce’s
desire to learn are at least 30% more likely to be
market leaders in their industries over an extended
period of time.
Here are four science-based recommendations to
help you create a learning culture on your team or in
your organization:
Reward continuous learning. It is impossible to trigger
deliberate changes in your team’s or organization’s
culture unless you actually put in place formal reward
7

systems to entice them — and even then there is no
guarantee you will achieve change unless the
rewards are effective. Sadly, even when managers
understand the importance of learning — at least in
theory — they are often more interested in boosting
short-term results and performance, which can be an
enemy of learning. By definition, performance is
highest when we are not learning. Equally, it is hard
for employees to find the necessary time and space
to learn when they are asked to maximize results,
efficiency, and productivity. A report by Bersin found
that among the more than 700 organizations studied,
the average employee had only 24 minutes a week
for formal learning. Note that rewarding curiosity is
not just about praising and promoting those who
display an effort to learn and develop; it’s also about
creating a climate that nurtures critical thinking,
where challenging authority and speaking up are
encouraged, even if it means creating discord. This is
particularly important if you want your team to
produce something innovative.

more senior the leaders are, the more impactful their
behaviours will be on the rest of the organization.
Accordingly, if you want to nurture your team’s
curiosity or unlock learning in your organization, you
should practice what you preach. Start by displaying
some learning and unlocking your own curiosity. It is
a sort of Kantian imperative: Don’t ask your
employees to do what you don’t do yourself. If you
want people to read more, then read — and make
others aware of your voracious reading habits (share
your favourite books or most recent learnings with
them). If you want them to take on novel and
challenging tasks, then take on novel and challenging
tasks yourself. For example, learn a new skill,
volunteer to work on something unrelated to your
main job, or take on tasks outside your comfort zone
even if you are not good at it — you will be able to
show that with a bit of curiosity and discipline you can
get better, and this should inspire others. And if you
want them to question the status quo and be critical
and nonconformist, then don’t be a sucker for order
and rules!

Give meaningful and constructive feedback. In an
age where many organizations focus their
developmental interventions on “strengths” and “feelgood” approaches to management have substituted
“flaws” and “weaknesses” with the popular
euphemism of “opportunities,” it is easy to forget the
value of negative feedback. However, it is hard to
improve on anything when you are unaware of your
limitations, fully satisfied with your potential, or
unjustifiably pleased with yourself. Although one of
the best ways to improve employees’ performance is
to tell them what they are doing wrong, managers
often avoid difficult conversations, so they end up
providing more positive than negative feedback. This
is particularly problematic when it comes to curiosity
and learning, since the best way to trigger curiosity is
to highlight a knowledge gap — that is, making
people aware of what they don’t know, especially if
that makes them feel uncomfortable. Note that
people are generally unaware of their ignorance and
limitations, especially when they are not very
competent, so guidance and feedback from others is
critical to helping them improve. However, negative
feedback must be provided in a constructive and
delicate way — it is a true art — as people are
generally less receptive of it than of praise and
appreciation, especially in individualistic (aka
narcissistic) cultures.

Hire curious people. Too often with big management
problems, we focus on training and development
while undermining the importance of proper selection.
But the reality is that it’s easier to prevent and predict
than to fix and change. When selection works, there’s
far less need for training and development, and good
selection makes training and development much
more effective because it is easier to augment
potential than to go against someone’s nature.
Learning and curiosity are no exception: If you hire
people who are naturally curious, and maximize the
fit between their interests and the role they are in,
you will not have to worry so much about their
willingness to learn or be on their case to unlock their
curiosity. Fortunately, meta-analytic studies provide a
detailed catalogue of traits — and their corresponding
measures — that increase an individual’s propensity
to learn and develop intellectually, even after
adulthood. And there is a well-established science to
predicting people’s probability of displaying such
traits (for example, personality assessments
measuring openness to new experience, tolerance
for ambiguity, critical thinking, and inquisitiveness).
Likewise, decades of research into vocational
interests show that aligning people’s drive and
interests to the characteristics of the job and culture
of the organization tends to increase not just their
motivation to learn but also their performance.

Lead by example. Another critical driver of employee
learning is what you, as a manager or leader, actually
do. As illustrated by the leadership value chain
model, leaders’ behaviours — particularly what they
routinely do — have a strong influence on the
behaviour and performance of their teams. And the

In sum, if you want to nurture curiosity and learning in
your employees, there’s no need to rely on your
organization’s formal learning and development
programs. Reinforcing positive learning behaviors,
giving constructive and critical feedback to align
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employees’ efforts with the right learning goals,
showcasing your own curiosity, and hiring people
with high learnability and a hungry mind are all likely
to create a stronger learning culture within your team
and your organization.

productivity, with fewer errors. On top of that, he or
she is more likely to be a more pleasant coworker.
These are no small benefits.
Six Components of Balance
Here are the six components of work-life balance
which I believe CPAs can focus upon. Nobody is
always going to be completely in tune on all six,
however, it’s certainly something worth striving for.

Tomas Chamorro-Premuzic is the Chief Talent
Scientist at ManpowerGroup, a professor of business
psychology at University College London and at
Columbia University, and an associate at Harvard’s
Entrepreneurial Finance Lab. Find him on Twitter:
@drtcp or at www.drtomascp.com.

1. Self Management
This is the ability to take care of yourself, recognizing
that no one else is coming to help you face your
personal and professional predicaments. The three
measures of self-management at which to be adept
are sleeping, eating well, and exercising sufficiently.
Yes, you already knew that, but how often do you
practice it?

Josh Bersin is founder and principal at Bersin by
Deloitte, a leading provider of research-based
membership programs in human resources (HR),
talent, and learning. He is a global research analyst,
public speaker, and writer on the topics of corporate
human resources, talent management, recruiting,
leadership, technology, and the intersection between
work and life.

2. Time Management
This component is not new to you or the profession,
but there are some things that you can do, rather
quite simply, that will facilitate your ability as a time
manager. First is to practice the art of doing one thing
at a time.

Source: Harvard Business Review

Many CPAs are somewhat skeptical
when it comes to believing that they can
attain work-life balance.

Don't let your attention flitter all over the place. If you
have six things competing for your attention, identify
what needs to be handled first, take it to completion
or as far as you can and then and only then, go on to
number two, number three, etc.

By Jeff Davidson
After all, CPAs traditionally have had to put in long
hours, and during the busy seasons, they can have
virtually no life at all except for the work. Most figure
that this is what they signed up for when they entered
the profession. Perhaps being able to handle it all is
seen as a point of pride. Is this, however, a healthy
attitude?

Another strategy for effective time management is to
mix up hard and easy tasks. If you tackle something
difficult and it is followed by something as hard,
followed by something else that is hard, you could
flame out pretty quickly. If you intersperse some easy
tasks on a given day, in between the harder tasks
that you face, you'll find you can go much longer with
much higher energy.

Short versus Long
For short-term campaigns, and you could count tax
season as one of those campaigns, it’s okay to throw
yourself headlong into your work, for extended hours,
day after day. It’s important, however, to recognize
the difference between short-term campaigns and
long-term predicaments. As long as short-term
campaigns are broken up by periods of reasonable
work hours, good sleep, nutrition, and exercise, you'll
probably be okay.

3. Stress Management
Many people regard stress as something that
happens to them, not something that they can
control. Happily, ways to effectively control and
manage your stress levels abound. Periodic pauses
throughout the day work wonders.
Three or four times a week, if you exercise vigorously
in the morning, during your lunch break, or after work,
you'll experience a lower level of stress at work and
in life. Exercise does that for you. Other disciplines,
such as meditation and yoga also help enormously in
this area.

What are the benefits that someone who has a more
balanced approach to working for life has over those
who do not? In other words, what does a CPA with
some sense of work-life balance provide to his or her
employer, versus someone who is perpetually
overworked?

4. Change Management
CPAs deal with change all the time, such as the
latest standards of the profession, regulations,

The balanced worker is more likely to have high
energy, creativity, and an admirable level of
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mergers, acquisitions, and what have you. How do
you best manage the change that is inherent with the
profession? You incorporate it into the overhead.
In other words, even when no change happens to be
on the horizon, you anticipate that change is coming,
which will cause you to devote some hours away
from the tasks you had earmarked in favor of
administrative and regulatory-related tasks that you
now must handle. By developing the mindset that
some hours per week will be needed to address
situations that you can't even anticipate right now,
you're actually better able to handle them once they
do arise.

How Small Firms Can Grow in a
Challenging Marketplace
By Joseph A.Tarasco
The CPA firm marketplace is changing rapidly, as
consolidation of the profession is creating larger
regional and national firms and providing the small
local firms that combine with them much greater
resources. In addition, the competition for quality
clients and staff has reached an all-time high.

5. Technology Management
Smart phones and other devices have made it easy –
to easy – to be plugged in at work and at home 24/7.
So, it becomes that much more important to detach.
Anthropologically, we were never meant to be “on”
24/7.

These dynamic market forces are changing the way
small firms are competing now and how they will
compete in the future. It’s extremely critical for small
firms to properly position themselves in the
marketplace to retain their clients and compete
effectively for new business. The underlying logic
here is that a firm’s strategic options are changing
quickly due to the constant flux of the CPA firm
environment. Thus, what made a firm successful in
the past may not be the same strategy that it will
need to be successful in the future.

We need to wind down. We need to recharge. We
need rest. Shortchange any of these and technology
will be ruling you, rather than you ruling your
technology.
6. Leisure Management
CPAs will often lament “I don't have time to jog,” or “I
can't make it to concerts anymore.” Yet, it’s important
to include these activities now and in the future.
Why?

Market positioning should be a significant factor in
determining where to dedicate and invest resources
to sustain a competitive edge in the local
marketplace. When determining a small firm’s
positioning, the following factors should be
considered:

We all know people, who in pursuit of wealth diminish
their health. Then, upon attaining wealth never really
do re-attain their former level of health or fitness. So,
you want to stay fit and healthy all along. Leisure
management is not just a catchphrase, treat your
leisure as important as anything else, because it is.




The Best Route
If you’re thinking, everything above sounds
reasonable but there’s so much going on, how can I
give any real attention to work-life balance issues?
The answer is the more you face, the greater the
reason that you must pay homage to work-life
balance.



If you seek to be among the successful, long-term,
industry professional, rising to the top and enjoying
the journey, there’s no alternative.



Jeff Davidson, a.k.a. “The Work-life Balance
Expert”®, speaks to accounting firms and
associations on increasing their work-life balance. He
is the author of Breathing Space, Simpler Living, and
Dial it Down, Live it Up. Visit breathingspace.com.
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Size of the firm relative to the competition in
the marketplace and geographic territory.
The niches and specialty areas the firm is
capable of servicing and that are in high
demand.
Marketing
and
practice
development
capabilities of the partners and the level of
talent and the availability of marketing
support
systems
and
marketing
professionals.
The ability to attract, develop, and retain
highly qualified professionals to service
current clients and new business with a value
added and client-centric approach.
The competencies and technical skills of the
partners and staff and the willingness of the
partners to be proficient in new services and
niches







The firm’s financial resources to invest in
marketing, public relations and lead
generation initiatives.
Anticipating the future competition for clients
and staff in the firm’s geographic
marketplace.




Most small firm partners have the technical and
advisory skills to provide quality and value-added
services but lack the staff capacity to take on new
business. Outsourcing as much work as possible to
free-up staff time allows the partners to delegate
more work to staff and to be client trusted advisors
and relationship managers while also developing new
business. Typical work to be outsourced includes:











Proper market positioning and targeting the best
potential new client prospects is an important factor
in determining a small firm’s strategy. Positioning a
firm involves making hard decisions about how the
market is shifting for clients and staff and analyzing
the changing landscape of the competition. To be
successful over time, the firm must align and adapt
its market positioning, the partners, and staff
according to the changing marketplace. The ability to
take a good look at the future of the CPA firm
marketplace and to realistically assess the resources
required to effectively compete in the future are the
necessary
ingredients
to
developing
and
implementing a successful strategy.

Tax returns
Bookkeeping
Accounting services, including compilations
Wealth management and financial planning
IT consulting
Valuations

In developing a marketing strategy first create the
criteria of ideal clients within high growth types of
industries and niches and the related services that
are in demand. Then develop a plan to target ideal
clients that meet the criteria that will provide the
greatest ROI. Some of the growth areas that small
firms can target are:








The time to make critical positioning changes is now.
Remember, “It is not the strongest of the species that
survive, not the most intelligent, but the ones most
adaptable to change.”—Charles Darwin

Family office and personal financial business
management
Wealth management and financial planning
Outsourced CFO, Controller and accounting
functions
Pre-audit preparation services
Medical marijuana and cannabis industry
accounting services
Startup company services
Small business advisory and industry
consulting

Joseph A.Tarasco, Chief Executive Officer and
Senior Consultant of Accountants Advisory Group.
Our goal is to provide our clients with solutions that
are tailored to specific needs and circumstances.

Four areas where firms should succeed
in a time of radical change
By Danielle Lee
Accounting firms should not only view current
challenges in the profession as something to futureproof against, but opportunities to take advantage of,
according to Scott Fleszar, vice president of product
management at Thomson Reuters, speaking at the
Accounting and Finance Show LA on Thursday.

It’s also necessary for small firms to develop and
implement contemporary marketing strategies, such
as:




Join an association/network of firms to obtain
additional technical resources and extensive
geographic coverage
Create a high-performance website and that
is comparable in professionalism to larger
firms’ sites
Develop thought leadership content using
ghostwriters and customized newsletters
Publish blogs on “hot topics” on a regular and
consistent basis
Speak directly to your target market via
webinars and podcasts
Hire a part-time lead generator

Outsource the firm’s marketing, public
relations, and lead generation activities
Embrace digital marketing and social media
Develop new and innovative services

“To seize the expanding marketing opportunities
today, and mitigate the risks, firms must be
successful in four areas,” Fleszar explained during
his morning keynote.
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Those four areas are: technology adoption, service
culture, employee experience and service mix.
Fleszar proceeded to drill down into each one.

added, especially to the next generation—is one
question: “Is your firm easy to work with?”
Beyond websites and portals, Fleszar recommended
utilizing video to answer common questions or
explain concepts like business expenses. Firms cut
down on the repetitive answers and create a
resource center positioning them as thought leaders.

1. Technology adoption
“Technology adoption is table stakes,” Fleszar told
attendees. “You need to be there already.”
Firms should also think differently about the role of
technology, he continued. “It’s not just technology to
streamline you and make you more efficient, but to
elevate the client experience and keep you safe and
secure.”

Another recommendation of Fleszar’s is utilizing
texting with clients, as surveys show texting is so
ubiquitous that when clients can text with their
providers, they consider it a great service.
Specifically, Fleszar mentioned business-texting
platform Zipwhip as a good tool.

Fleszar acknowledged the profession is generally
slower to adopt technology, citing a Thomson
Reuters UltraTax survey conducted over the last two
years. According to those results, two-thirds of the
profession is not currently seeing the value of
operating in the cloud, and more than 50 percent of
respondents are using paper/manual methods or
Excel to manage workflow, due dates and routing
through the office.

Overall, Fleszar said, good firm service includes:
 Anticipating issues and being proactive
 Removing the pain and providing solutions
 Clients liking the “feel” of the outcome
 Clients viewing the firm as an investment
 A trusted advisor approach
“At the end of the day, technology is an enabler—we
are in the relationship business,” Fleszar said,
imploring firms to annually survey clients to gain
candid feedback on their current level of service.

“The traditional workflow model is dictated by the
client,” Fleszar explained, asking attendees how
many of them receive emails from their clients with
18 different attachments. “Clients want to be led. You
are in a better position to define how you’re going to
interact with clients… With digital workflow, it’s
automated, automatic, and it’s employee-friendly.”

3. Employee experience
Fleszar also recommended annual surveys as a way
to benchmark employee satisfaction. Employee
surveys are an important metric as they are “the most
valuable asset in your firm.”

Technology also offers the opportunity for firms to be
in a key analysis mode with their clients.

“It’s a growing trend you already know... it doesn’t
matter what size firm you are, the top 1, 2, 3 issues
are finding qualified staff and retaining qualified staff.
The talent war has escalated. It’s really hard to find
good people to bring in your firm.”

2. Service culture
"When you engage clients, are you creating a
frictionless client environment?” Fleszar asked.
The same UltraTax survey found that one-third of
firms don’t have a website today and don’t have
plans for a website. “These are the firms you want to
compete with," said Fleszar. "Websites are your front
door—that’s how clients will find you.”

Additionally, the CPA pipeline is not as robust, with
fewer accounting graduates sitting for the CPA exam.
“This says the CPA brand suffers a bit, but the AICPA
is working on this,” Fleszar said. The increased
reluctance to attain a license speaks to its outdated
branding as a number-crunching designation, as well
as people not seeing it as in line with their career
goals, Fleszar explained. “We need to reinforce the
importance of the certification.”

Fleszar urged practitioners to design their websites to
serve current clients, not market for new ones.
Showcasing the high level of service provided to
current client will be enough of a marketing
advantage to prospects, he explained.

Fleszar took his earlier question regarding client
experience and tweaked it to a more internal query:
“Is your firm easy to work at?”

Back to the survey, Fleszar pointed out that 60
percent of firms are not deploying client portals,
which Fleszar described as “convenient, clientfriendly, employee-friendly and cost-effective.”

The firm characteristics employees currently value
are (beyond the table stakes of pay and recognition):
 Workspace
 Technology

In this gap between adoption and client
expectations—which are higher than ever, Fleszar
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more do-it-yourself tax preparation, and
business to paid preparers, Fleszar noted.

Work-life balance
Development opportunities
A purpose-driven organization

less

Fleszar then charted the evolution of tax-preparation
technology, starting with the optical character
recognition of today that can auto-populate tax forms,
up to a 10-plus-year projection of artificial intelligence
producing a fully capable CPA with the requisite
technical skills.
This leaves accountants “perfectly positioned to be
that trusted advisor,” Fleszar assured the audience.
Overall, revenues will be driven down for rote
compliance work and audit, Fleszar explained, but
will create the opportunity for advisory work, which he
defines as “helping business clients run better
businesses.”

“How do you effectively develop staff?” Fleszar
asked, pulling up a matrix measuring complexity and
ability of skills. Being higher on the ability scale and
lower on the complexity metric leads to a common
trap in the profession: boredom.
“When a complex scenario comes up, a partner takes
it, and you bypass the opportunity to develop staff,”
Fleszar said. On the other end of the spectrum, lower
ability and higher complexity lead to stressed-out
employees.
To balance the two, Fleszar suggests, “every once in
a while, throw staff into the deep end to get a little
uncomfortable, work on something they haven’t
worked on before… Intellectual development
improves employee experience.”

“Are you still selling reports and billable hours, or are
you selling strategies and solutions?” he asked.
Many firms are already doing higher-level advisory
work, Fleszar acknowledged, though not pricing for it.
Something that could take a practitioner a few
minutes could save a client thousands of dollars, he
explained, though firms should take into account the
years of expertise behind that solution.

By the same token, the newest technology hardware
should trickle down past the partner level, given that
those employees will require it to do more of the
“heavy lifting.”

Fleszar recommended the Tax Cuts and Jobs Act as
one timely starting point for advisory services: “TCJA
is a gift to us.” Clients are already aware of this issue,
he explained, and seeking advice.

As firms look to find employees with the ideal balance
of technical and soft skills, Fleszar suggested finding
those employees with good client-service abilities
that firms can train on the technical side, as the
reverse might be more difficult.

Again, firms need to price appropriately for this kind
of work. “In my experience, practitioners often sell
themselves short. Fundamentally, timesheets and
billable hours are an anchor.”

He shared the story of one practitioner who
recognized the exceptional service skills of someone
working at the front desk of the gym where he was a
member. He decided to hire him, and he became one
of the practitioner’s highest-preforming employees.

“I want everyone to think differently about the real
value
you
are
providing
clients—don’t
[underestimate] the value, the difference you make to
clients,” he continued.

4. Service mix
This last area might be the most important, especially
in the next five to seven years, Fleszar said.

Fleszar paraphrased a practitioner he recently spoke
with who described firm owners as “reluctant
entrepreneurs.”

“This profession has a long, proud legacy of
compliance experts. Various dynamics in the
profession make it so that value proposition is
declining over time… You need to think of pivoting to
being a more trusted advisor.”

“I’d say, be less reluctant,” he advised. “The status
quo has risks in the long term.”
Instead, firms should strive to succeed in the four
critical areas Fleszar outlined. Firms that have done
just that, he said, are “growing, prosperous firms that
are delighting clients.”

Fleszar cited the new postcard-size 1040 tax form,
which, while instantly “infamous” for being less simple
than promised, ushers in a “message that’s still there.
The government is trying to make tax compliance
easier.”

Danielle Lee, managing editor of Accounting Today,
previously served as technology editor of Accounting
Today and editor-in-chief of Accounting Technology.

Fleszar then called attention to a recent Accounting
Today headline: New tax form a sign of shift toward
Intuit, away from H&R Block. This signals a shift to
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looking through receipts and identifying dates and
VAT numbers are long gone.
Instead AI engines would read receipts and audit
expense claims, as well as forwarding abnormalities
for human investigation and approval. This ensures
that the expense claims reaching accountants are
accurate and valid, whilst rejecting those which aren’t
– such as claiming two breakfasts on the same day.

Will AI help or hinder the future of
accountancy?
By 2020 it's expected that accounting tasks, including
audit, payroll, tax, and banking, will be full automated
but what does this mean for the future of accounting
jobs?
By Neil Everatt

With machines carrying out calculations, compliance
and verifying information, accountants are able to
receive accurate data faster and have confidence
that the data is complying with HMRC policies. This
relieves the hours spent on administrative drains and
frees them up to deliver more value and better
services to their clients, as well as focusing on growth
and overall business success.

From automating time-consuming tasks to analysing
data with greater efficiency and accuracy, Artificial
Intelligence (AI) is significantly transforming
businesses and helping employees to work smarter.

AI won’t lead to accounting job losses
It’s expected that by 2020 accounting tasks, including
audits, payroll, tax, and banking will be fully
automated with the use of AI-based technologies. So
where does this leave the roll of the accountant and
how will AI impact the profession?

It’s not surprising that investments in AI are growing
and it is becoming an increasingly common fixture in
the workplace. To varying degrees the technology is
already integrated across many industries, especially
within the accountancy practice.

Automation is certainly freeing people from
performing manual checks and increasingly this is
allowing in-house accountants to widen their roles.

Despite the obvious benefits that AI can bring, there
is real concern that the technology poses a threat to
job roles such as accountants. While the technology
may remove the need for accountants to perform
traditional services like audits, it won’t replace human
accountants or accounting departments completely.
It’s expected that by 2020 accounting tasks, including
audits, payroll, tax, banking, will be fully automated
with the use of AI-based technologies.
Interestingly, a recent report by McKinsey and
Company highlighted that financial services are
amongst those leading the charge in digital
investment. Perhaps this is due to the nature of their
work, where large volumes of data are generated and
stored. Advances in machine learning have particular
relevance for accountants and it’s important to
understand the opportunity that AI presents, as well
as the impact on areas such as auditing and
expenses.

In some cases, the introduction of expenses
technology has allowed companies, which once had
three or four people manually processing expenses,
to relocate those employees to other valuable areas
of the business. Accountants are now able to use the
time saved through AI-based technologies to add
insight to the information provided and increase
value, allowing them to move towards more
legislative and compliance-orientated tasks.
It’s this focus on value-added contributions that’s
encouraging
accountants
to
work
more
collaboratively with their business counterparts in
departments such as human resources and
operations. By translating data into useful
information, accountants are able to ensure the
correct interpretation of data and actively support
decision making.

Working alongside AI
AI has the ability to free accountants from menial
tasks, allowing them to focus on more complicated
processes.

Increasingly with the mainstream adoption of AI,
areas such as duty of care are becoming more
accessible and important to accountants. Failure to
comply with regulations can lead to financial
penalties and because of this we’re seeing
accountants take an interest.

If we take the auditing of expense claims as an
example, it’s easy to see how machine learning
software can be used to remember and enforce a
company’s expenses policy. This means the days of
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1. Lack of critical skills
While it may surprise some, many accounting firms
simple have the wrong people in charge of marketing.
Senior management status or industry expertise
doesn’t necessarily make someone a good choice for
handling marketing chores. In today’s highly digitized,
online world, effective marketing requires a broader
skill set than was necessary just a few years ago.

Previously the process of checking driving licences
could be arduous and involve filling in forms to gain
permission to check against DVLA data. Now that
process can be completely automated and is built
into expenses systems, saving time and money.
How does the future look for the accounting industry?
It’s no secret that technology and smartphones in
particular are set to deliver more compelling and
personalised experiences.

In addition to traditional skills such as copywriting and
media management, there are newer, web-based
skills such as web analytics, social media usage, and
search engine optimization (SEO) that have become
key marketing tools. Even when some firms hire the
right people with the right skill set, they overburden
them with tasks and responsibilities that make it
difficult for even the best talent to perform well.

Gartner research predicts that by 2022, 80 percent of
smartphones shipped will have on-device AI
capabilities. This change is set to impact accountants
and very quickly the industry will see the
implementation of optical character recognition
(OCR) technology. We’ll also see more intelligence
from smartphones when performing functions.

2. Strategy stumbling blocks
Even with the right talent in place strategy can take a
wrong turn, often because it suffers from “death by
committee.” That’s a malady caused when firms
assemble a sizable committee, largely composed of
partners and senior executives, to oversee marketing
efforts.

For instance, if an employee is driving, the
smartphone might prompt the user to see if they
would like to make a claim for their mileage, or auto
populate an expense claim by scanning a receipt.
Ultimately, the adoption of AI and machine learning
technology has the potential to create greater
opportunities than ever before. The pace for adoption
isn’t set to slow, so it’s important to look at
incorporating automated tools to increase your
efficiency.

Committees, however, typically “go with the flow” to
achieve consensus. They avoid change because it is
unsettling and it’s easier to rubberstamp the same
plan that’s been in effect since time immemorial.
It doesn’t help that since most accounting firms are
run by accountants, it can be difficult to get approval
on new marketing investments that may be seen as
risky. As a result, a tepid marketing strategy is put in
place that produces an equally tepid outcome.

Why Your
Working

Firm’s

Marketing

is

3. Dead-on-arrival implementation
Sometimes a solid, workable strategy escapes the
clutches of a committee, only to fail to fully see the
light of day. This can happen for a variety of reasons.

Not

By Lee Frederiksen
Enthusiasm can wane as the reality of actually
implementing the plan sinks in. People who already
have a full plate balk at the idea of having to take on
yet another task. Interest fades after producing the
first webinar or blog post.

Despite consistent recognition of the problem, many
CPA and other professional service firms continue to
struggle with finding efficient and effective ways to
develop new business.
Many firms continue to make the same mistakes and
missteps over and over again. If your firm struggles
with new business development, there’s a good
chance your marketing efforts simply aren’t up to the
task.

To make matters worse, even the best marketing
plan doesn’t necessarily produce immediate results.
Employees lose heart and management loses faith in
what they might now see as a flawed plan. Everyone
would rather spend their time and effort working for
existing, paying clients.

Here are five basic marketing mistakes CPA firms
often make that can undermine their ability to
successfully find and land new business:
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4. Non-functioning sales funnels
Every marketers knows about the sales funnel – in
theory. The problem is, some funnels are nonfunctional, making it difficult for prospects to journey
smoothly through the funnel and turn from a lead to a
client.

preferences of your target audience and update them
as the market and your goals change.
Create a differentiated brand by determining what
makes your firm unique and different from your
competitors to make sure your buyers remember you.
Then implement marketing tactics with a proven
ability to generate results.

In practice, leads enter into the funnel guided by
advertising, face-to-face interactions with firm
personnel or attracted by compelling online content.
Once in the funnel, leads become prospects as they
learn more about your firm and how it can help them.

Establish a small set of reasonable metrics to monitor
and measure your marketing program’s progress and
results. Adjust as needed.

As you earn prospects’ trust and deepen the
relationship, they become opportunities for sales, and
with the right call-to-action and offer, they’re turned
into clients. Unfortunately, the three stages of
transformation from lead to client offer equal
opportunity for the prospect to become stuck in the
funnel or lose interest and leave. A firm might even
be great at attracting new prospects, but then fail to
provide offers or other incentives to deepen the
engagement and extend the relationship.

Today’s digital marketing solutions are supported by
a variety of tools that enable you to track activities
and measure results in real time. It’s now relatively
easy to gain insight into what’s working and what’s
not.
By taking advantage of these available insights, you
can ensure that your firm charts a successful course
and stays on it.
Lee W. Frederiksen, PhD, is managing partner at
Hinge, a marketing firm that specializes in branding
and marketing for professional services.

5. Flying blind
No pilot in their right mind would take off in bad
weather without instruments to tell them where
they’re going. However, many accounting firms
willingly adopt marketing strategies with no idea of
where they might take their business and how they’re
performing. They’re happy to fly blind, trusting their
gut-instincts and best-guesses as to what might work.

The 10 commandments of marketing
your practice
By Hugh Duffy
When it comes to marketing your practice, you might
occasionally feel overwhelmed with which direction to
take. While you will never find these 10
commandments on two stone tablets, they should
provide you with direction as you seek to grow and
develop your practice each and every day.

Studies we’ve conducted at the Hinge Research
Institute have shown that high-growth professional
services firms use more data and analytics to
optimize their marketing programs than their lowgrowth peers. High-growth firms establish metrics
with which to monitor and measure their marketing
efforts, enabling them to quickly change gears as
needed to support or improve program results.

1. Thou shall not look at marketing as a
temporary project.
While marketing may not be your functional expertise
and it is expensive, it is integral to the development of
every enterprise. If you want to ramp up your practice
and become selective about the type of clients you
attract, marketing should be an ongoing responsibility
like eating and sleeping. Don't treat it like a diet or
exercise regimen.

How to Chart a Clear Course
As you can see from the marketing mistakes outlined
here, it’s critical to have the skill set and appropriate
marketing plan to ensure success.
Start by determining the skills your firm needs to
acquire to develop and implement the right marketing
strategy. That might require more training for current
employees, hiring new ones, or turning to outside
experts for help.

2. Thou shall not quit marketing.
Improvement should be continuous. As your practice
nears capacity, seek ways to acquire additional
capacity or improve the quality of your clientele.
Turning off the marketing spigot will have long-term
consequences because the sales cycle is normally
much longer than we realize. The marketing you do

Delegate the creation of your marketing strategy to a
small team with the skills and authority to make
decisions. Research the current needs and
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8. Thou shall thank often.
Savvy business owners are like popular coaches on
a sports team. It's easy to spot a weak coach, but we
must learn from the few who shine. The outstanding
coaches have an ability to connect with the entire
team,
staff,
administration/owners
and
all
stakeholders. They know how to motivate, say thank
you for the little things and share the credit.

now often yields results much further down the road.
It's not something to be turned on and off when you
want a lead.
3. Thou shall continue to fertilize the marketing
funnel.
The sales process starts with awareness of your
brand name, information sharing, consultative selling,
and eventually, some will become clients. After they
become clients, some of those satisfied clients will
become referrers and bear fruit. To maximize this
marketing funnel, always push yourself to invest in
fertilizer to nudge them through your funnel. The
most expensive fertilizer should be used on your
existing clients.

9. Thou shall overhaul or discontinue one
marketing tactic each year.
Within everyone's stock portfolio, there are always a
couple of dogs and most of us are loathe to cut our
losses. Despite this tendency, we must either
overhaul our losers or cut them off. This will free up
time and energy to invest in the best-performing
tactics. After you cut off the loser, try and figure out
why you were unsuccessful with the program that
was cut. Was it the medium? Was it the execution? Is
it worth overhauling by incorporating some best
practices and testing again?

4. Thou shall not abdicate the responsibility for
marketing.
Marketing for your practice is not hiring a person.
Marketing your practice is a holistic function that
everyone in your company must embrace and drink
the Kool-Aid. Each employee in your firm plays a vital
role in marketing at every touch point. Your brand is
only as strong as the weakest link in your
organizational chain. While you can certainly
outsource some marketing and lead generation or
enroll in a system designed to help you improve your
marketing, the holistic approach to your marketing
needs to be adopted by all.

10. Thou shall track the source of each new
prospect.
At the onset of every new inquiry about your firm, we
must ask, "How did you hear about our firm?" Keep
track. Because marketing takes much longer than we
would like to believe, we must track the original
source of every lead. Our memories have too much
stuff crammed in there to ever remember how many
new clients came from program XYZ. Keep a log and
periodically review it well after the program has
concluded.

5. Thou shall not use the exact same marketing
approach year-in and year-out.
As the marketplace continues to evolve, we must
continue to update our marketing acumen and test
new things each year. Using the same old tactics of
yesteryear (like fax marketing and cold call
telemarketing) have diminishing returns. Don't be a
dinosaur. Be willing to try new tactics, learn the new
ways of marketing and stay ahead of the game.

Hugh Duffy is the co-founder and chief marketing
officer of Build Your Firm, a website development and
marketing company for accounting firms.

6. Thou shall not lose track of prospects that you
did not close immediately.
While we all have some cracks in our system, we
should seek to cover up the gaping holes in the floor.
Acquire a contact management system to manage
your new leads, prospects, suspects and existing
clients. Recognize that your prospects are the asset
of your firm and should be managed accordingly.
7. Thou shall seek to minimize the discord
amongst existing clients and employees.
We can never please everyone all of the time.
However, we can seek to negate the damage caused
by dissatisfied clients and employees as they depart.
Assume that you live in a glass house and life is not
fair. Give 110 percent each and every time and smile
even if it hurts.
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Individual Income Tax (IIT) Reforms

MGI ASIA COUNTRY UPDATE

On August 31, 2018, the IIT law amendment was
finally passed by the national people’s congress of
the PRC, and it will come into force as of January 1,
2019.
The new IIT amendment introduced a basket of new
changes that affect each level of the IIT system at its
calculation, application, and enforcement stages. The
key amendments include:
1. Introducing the concept of resident and nonresident;

Market Access Widens for Foreign
Investors in China
On June 28 2018, the National Development and
Reform Commission (NDRC) and Ministry of
Commerce (MOFCOM) jointly announced the release
of Special Administrative Measures for Foreign
Investment Access (the "nationwide negative list"),
which serves as an amendment to the negative list in
the Catalogue for the Guidance of Foreign
Investment Industries (Revised in 2017) and entered
into force from July 28, 2018. The new negative list
widens market access for foreign investors in 22
industries, with the number of items included on the
list being reduced from 63 to 48. Meanwhile, the
Guidance of Foreign Investment Industries is
encouraged to carry on.

2. Re-classifying the income categories and adjusting
Tax Brackets;
3. Improving the deduction standard and expanding
the scope of the deduction;
4. New tax filing requirements;
5. Introducing an anti-tax avoidance rule;
The proposed changes will signify an overhaul of the
IIT system.
For details click HERE
Contributed by LehmanBrown International
Accountants

The negative list of the 2018 edition has been greatly
simplified and the process of opening up is being
accelerated in many sectors. The liberalization of the
service sector, especially the financial sector
including banking, securities and insurance, has been
greatly boosted. The manufacturing industry has
been open to the external investors in all aspects,
and the restrictions on the automobile industry have
been greatly reduced. Access to agriculture and
energy resources has also been relaxed. This
revision is aimed at further opening up to external
capital and to cultivate a more advantageous
business environment for foreign investment.

India Resident Foreign Companies to Pay
40 % tax

It is a positive move by the Government and for
foreign businesses, and timely in light of the current
geopolitical trade issues, as this revision will provide
more investment opportunities in diversified areas for
foreign investors to achieve mutual benefit and winwin results in China market on a larger scale. The
only caveat is that in some industries the decision
making of approvals has been pushed down to
Government department levels and local decision
makers, and it is hoped that they also share the same
thoughts and direction of the central Government in
providing approvals to foreign applicants in these
newly opening up industries, and providing these in a
consistent manner.
For the full article and details of the changes by
industry category click HERE

In June 2018, the Central Board of Direct Taxes
(CBDT) came out with final clarifications regarding
the rules on Place of Effective Management (POEM).
POEM is an internationally recognized test for
determining the residence of a company incorporated
in a foreign jurisdiction with a view to assessing its
tax liability.
The concept of POEM was introduced in the Indian
law last year in a crackdown on shell companies and
opaque businesses activities, which are created
exclusively for retaining income outside India despite
real control and management being in India.
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POEM rules do not apply to foreign companies that
have active business outside India. This covers
companies whose passive income is not more than
50% of the total income and less than 50% of the
employees are residents in India. Further, the payroll
expenses on the company’s Indian resident
employees must be less than 50% of the total payroll
expenditure. Finally, the company must have less
than 50% of its total assets situated in India.

Malaysia moves from GST to SST

POEM guidelines in India
The June notification states that the rate of corporate
tax on the foreign companies will continue to apply
even if the residency status of the company changes
from non-resident to resident by virtue of its POEM.

On 1st September Malaysia transitioned from Goods
& Services Tax (GST) at 6% to a Sales and Services
Tax (SST) regime at the range of 5-10% on the sale
of goods and 6% will be levied on services.
While the percentage charged on goods appears to
be higher than under the old system, a total of 5,443
items have been declared exempt, compared with
544 items under GST. In all, the SST will only be
applicable to 38 per cent of the Consumer Price
Index basket of goods, compared with the 60 per
cent under the GST regime.

As a result, the applicable rate of tax in case of a
foreign resident company in India will remain the
same, at 40%, in addition to surcharge and cess.
This means that an India resident foreign company
will be liable to pay a higher tax rate in comparison to
its domestic counterpart, on its worldwide income, to
the Indian authorities. The rate of tax for domestic
companies is 30%.

Among the items that will not be taxed are food items
such as rice, cooking oil, bread, baby food products
and bottled drinking water. Also exempted are
general goods such as newspapers and wheelchairs,
medicine as well as construction materials such as
sand, cement and bricks.

Those provisions of India’s Income-tax Act, 1961,
which are specifically applicable to either a foreign
company or a resident taxpayer will apply
accordingly.
In case of any conflict between provisions of the Act
applicable to a taxpayer as a foreign company and
those applicable to it as a resident, the former will
prevail over the latter.

Malaysian eateries will only be subject to the SST if
their annual turnover exceeds RM1.5 million
(US$365,000) annually.
Source: Various

It is important to note that small companies having an
annual turnover of less than Rs 500 million (US$6.9
million) are not covered under the POEM regulations.
The new guidelines on POEM also provides for a
broader clarity on the following:
 Determination of Written Down Value (WDV)
of the asset;
 Brought forward losses and unabsorbed
depreciation;
 The manner for determining of the tax year
where the foreign company follows a different
accounting year;
 Allocation of losses and unabsorbed
depreciation in case the accounting year
doesn’t end on March 31; and,
 Eligibility to avail of the foreign tax credit; and
other related matters.

Singapore makes changes relating to
Annual General Meetings and Annual
return filing
The following legislative changes relating to Annual
General Meetings and Annual return filing timelines
came into effect on 31 August 2018

Source: Dezan Shira & Associates

AGM’s must be held within 4 months after financial
year end for listed companies and within 6 months for
any other companies
19

Filing of Annual return
For companies having a share capital and keeping a
Branch register outside Singapore:
Annual returns filed within 6 months (if listed) or 8
months (if not listed) after financial year end
For other companies:
Annual returns filed within 5 months (if listed) or 7
months (if not listed) after financial year end

Repeal of certain foreign investment tax
incentives
On 5 December 2017, the European Union (EU)
included Korea in the list of non-cooperative tax
jurisdictions, noting a harmful preferential tax regime
related to Korea’s foreign investment tax incentives
that are only granted to non-residents. On 23 January
2018, the EU removed Korea from the list after Korea
pledged to revise its foreign investment tax incentive
rules in line with global standards.

To prevent companies from arbitrarily changing their
financial year ends (FYE), the following safeguards
have been put in place:
(a) Companies must notify the Registrar of their FYE
upon incorporation and of any subsequent change;
(b) Companies must apply to the Registrar for
approval to change their FYE:
 if the change in FYE will result in a financial year
longer than 18 months; or
 if the FYE was changed within the last 5 years;
and
(c) Unless otherwise approved by the Registrar, the
duration of a company’s financial year must not be
more than 18 months in the year of incorporation.
(d) Only FYE of the current and immediate previous
financial year may be changed (provided that
statutory deadlines for the holding of AGM, filing of
annual return and sending of financial statements
have not passed).
A company’s financial periods starting on or after 31
Aug 2018 by default will be taken to be a period 12
months for each for each financial year end.

The current law grants a corporate income tax
exemption for up to 7 years and certain local tax
exemptions for up to 15 years to foreign-investment
companies engaging in the new growth sector
businesses and in specially designated areas. The
2018 Proposal repeals the corporate income tax
exemption and will be effective for tax incentive
applications filed on or after 1 January 2019. The
repeal has no effect on local tax; accordingly, the tax
incentives on local taxes will continue to apply.
Rationalization of taxation on Korean source
income of overseas investment vehicles (OIVs)
Definition of a foreign corporation under the
Korean tax law
Currently a foreign entity that has its headquarters or
main office in a foreign country (with no place of
effective management in Korea) would be treated as
a foreign corporation for Korean tax purposes if any
of the following conditions are met: (i) a foreign entity
which is incorporated under the law of the jurisdiction
of establishment; (ii) a foreign entity whose members
are all partners with limited liability; (iii) a foreign
entity that can take actions based on its own rights or
has duties and obligations of its own; or (iv) a foreign
entity that is the same or similar to a Korean entity
treated as a corporation under the Korean laws.
The 2018 Proposal removes the condition (iii),
causing the members/interest holders of the entity vs
the entity itself to be subject to Korean income tax,
unless any of the other conditions in the preceding
paragraph is also met. The proposed rule will be
effective for fiscal years beginning on or after 1
January 2020.

South Korea announces 2018 tax reform
proposals
On 30 July 2018, Korea’s Ministry of Strategy and
Finance announced the 2018 tax reform proposals
(the 2018 Proposal), aimed at improving wealth
distribution and sustaining growth. The 2018
Proposal also includes provisions in line with the
Organisation for Economic Co-operation and
Development’s (OECD) Base Erosion and Profit
Shifting (BEPS) Action Plan 7, among others. Unless
otherwise specified, the proposals in the 2018
Proposal will generally become effective for fiscal
years beginning on or after 1 January 2019.

New rule on beneficial ownership on Korean
source income of offshore investment vehicles
(OIVs)
The 2018 Proposal introduces a new rule that will
treat an OIV as a beneficial owner of the Korean
source income if any of the following conditions are
met: (i) the OIV is subject to taxation in the
jurisdiction where it resides and there is no intention
to wrongfully evade Korean tax on the Korean source
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income by establishing the OIV in its jurisdiction; (ii)
the OIV is unable to substantiate its investors; or (iii)
the OIV is deemed as the beneficial owner under a
tax treaty. The new rule clarifies the circumstances in
which the OIV will be treated as the beneficial owner
of the Korean source income and will be taxed in
accordance with the domestic tax law or the tax
treaty. The proposed rule will be effective for fiscal
years beginning on or after 1 January 2020.

the foreign company without material modification
even if the person has no legal authority to conclude
contracts on its behalf.
The 2018 Proposal clarifies that the types of
contracts that may be deemed to create an agency
PE in Korea are contracts executed in the name of
the foreign company: (i) for the transfer of the
ownership of, or for the granting of the right to use,
property owned by the foreign company, or (ii) for the
provision of services by the foreign company.

Expanded
scope
of
foreign
companies’
permanent establishment (PE) in Korea
As a commitment to implement the PE rules
recommended by BEPS Action 7, the 2018 Proposal
reflects contents of the updates to Article 5 (PE) of
the OECD Model Tax Convention approved by the
OECD Council on 21 November 2017.

Limitation on net operating losses (NOLs)
utilization for Korean branches of foreign
companies
Effective for fiscal years beginning on or after 1
January 2017, Korean branches of foreign
companies are subject to an 80% of taxable income
limitation on utilization of NOLs. The 2018 Proposal
further reduces the 80% to 60%.

More requirements to a non-PE definition
Under the current law, the term PE does not include
a fixed place solely for: (i) the purposes of purchasing
goods or merchandise for the foreign company; (ii)
the purposes of storing goods or merchandise
belonging to the foreign company; and (iii) the
purposes of maintaining a stock of goods or
merchandise belonging to the foreign company for
processing by another company. The 2018 Proposal
adds that the above exemption applies only if the
activity of the fixed place is of a preparatory or
auxiliary character.
Preventing misuse of specific exceptions to the
PE rules
The 2018 Proposal introduces a new rule to prevent
misuse of specific exceptions to the PE rules. Under
the 2018 Proposal, even if the activity of a fixed place
is of a preparatory or auxiliary character, such fixed
place would constitute a PE if any of the following
conditions are met: (i) if such fixed place or other
place constitutes a PE of the foreign company or its
related party, and the activity of such fixed place is
complementary to the business activity carried on by
the PE of the foreign company or its related party; or
(ii) the overall activity resulting from the combination
of the activity of the fixed place carried on by the
foreign company or its related party constitutes a
complementary function and is not of a preparatory or
auxiliary character.

Reduced scope of the buyer subject to secondary
tax liability in a business transfer
The 2018 Proposal limits the applicability of the
buyer’s secondary tax liability in a business transfer
transaction only if either of the following two
conditions exists: (i) the buyer is a related party of the
seller; or (ii) the buyer acquired the business to aid
the seller’s tax evasion.
Expanded scope of electronic services subject to
Value Added Tax (VAT) registration
Nonresidents providing electronic services (e.g.,
games, sounds, video files, or software) to non-VAT
registrants in Korea (i.e., business-to-consumer
transactions) currently must register for VAT
purposes using a simplified online VAT registration
method and pay the 10% VAT on its supply of
electronic services. Under the 2018 Proposal, the
scope of electronic services includes cloud
computing.
Source: EY website

Expanded scope of agency PE
A foreign company may be deemed to have an
agency PE in Korea if it has a person in Korea, who
is authorized to conclude contracts on its behalf and
repeatedly exercises such authority, or who is
regarded to have such authority. Under the 2018
Proposal, a foreign company may be deemed to have
a PE in Korea if a person continuously plays the
principal role leading to the conclusion of contracts by
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transactions and the request for Advance Pricing
Arrangements (APAs). The transfer pricing disclosure
form and the requirement for a preparation of the
transfer pricing document will be announced after the
law is enacted.
The draft transfer pricing law has reached the next
significant milestone in the legislative process. With
the proposed enforcement date starting on or after 1
January 2019, it may be implied that the law may be
enacted within this year. With the tentative first filing
of the transfer pricing disclosure form in May 2020,
pro-active approach to preparation of robust transfer
pricing analysis, documentation and anticipated
required disclosures will be essential in managing
transfer pricing risks, including discussions with the
tax authorities on future proposed adjustments and
reduced penalties.

Thailand Transfer Pricing Law will be in
force 2019
The draft of the law amending the Revenue Code on
transfer pricing, which was approved by the Cabinet
early this year, has been submitted to the National
Legislative Assembly for consideration. Based on the
information, the transfer pricing law will be in force for
the accounting periods starting on or after 1 January
2019. This means that the first filing date of the report
on the relationship between companies and the
amount of related party transactions (collectively
referred to as transfer pricing disclosure form), which
will need to be filed with an annual tax return, will be
on 30 May 2020 for the fiscal year ending 31
December 2019 and 28 August 2020 for the fiscal
year ending 31 March 2020. The statutory limitation
period for a tax officer to request the related company
to submit the information and evidence of information
needed for analyzing the transaction of related
company, also known as ‘transfer pricing
documentation’, is within 5 years from the date of
submission of the transfer pricing disclosure form.

Source: KPMG website

The latest draft states clearly that taxpayers who
pass the income threshold will need to prepare and
submit an annual report disclosing the relationship
between related parties and the amount of related
party transactions, regardless of whether such
relationship exists throughout the entire accounting
period, or whether the related parties had any
intercompany transactions during the year. The
minimum income threshold for taxpayers in an
accounting period to be eligible for the exemption
from preparing a transfer pricing disclosure form will
be not less than THB30 million.
After the law is approved, the Revenue Department
will subsequently propose the secondary legislations
to the Cabinet of Thailand, which will cover the
calculation of revenue and expenses of a Related
Entity or Related Juristic Partnership which shall
include consideration of arm’s length principle,
comparability analysis, calculation/ determination of
arm’s length range, tax assessment through the
adjustment of revenue and expenses, consideration
of condition for special transactions, e.g. intangible
22

