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Business description

Here is detailed information of the industry
environment, the history of the company, a general
description of the product/service and the mission and
vision sought to achieve. The product or service must
be described in terms of their unique qualities and
consumer value.

Industry and competitors competitive analysis

In this section the business industry trends and
forecasts are described, as well as the characteristics of
the companies participating in the industry. The major
competitors are also enlisted with their principal
strengths and weaknesses.

Management team

Start detailing the team, their unique skills and how
they will be compensated, including an organizational
chart. It is mentioned how will the legal structure of
the company will be. And it is also common to
mention which specialists or consultants will be
required.

Sales and marketing plan

This section is vital. Here is identified the target
market, and it is estimated the participation that it is
sought to obtain from the market. It also answers to
the questions: What are the marketing goals? Which
will be the market positioning of the business? Which
distribution channels will be used? Which will be the
pricing strategy? How much is the marketing budget?

Operating plan

This part describes the methods of production and/or
delivery of services. It details the facilities, assets and
technology requirements. It is estimated the work
force, as well as their compensation. Do not forget to
describe who the suppliers and contractors will be. It
integrates  the  quality  control  procedures.

Financial Plan

It presents three basic financial statements: balance
sheet, income statement and cash flow. Be sure to
mention all the assumptions and projections at
calculating the results. Determine the stages in which
the business will require external financing and
identify the sources. Also show clearly the return over
investment and the equilibrium point analysis.

Critical risks and potential problems

It is important to point out the potential risks before
they happen. Describe how these problems will be
managed and overcome. The purpose is to identify
risks and establish alternate action plans. The main
objective is to demonstrate that risks can be
anticipated, controlled in some extent and mitigated.

Work Program

Here is required to identify the tasks needed to be
done to accomplish the objectives. Important stages
and deadlines should be established and monitored
regularly.
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Annexes

In this section is included important information that
was not included before. Here is where the curricula of
the management team is attached, names and
consultant references, documents, licenses,
agreements, market statistics, among others.

Five common mistakes in developing a business
plan

Postpone

Do not wait until it becomes necessary to develop the
plan. Many entrepreneurs make business plans only
when they have no choice. Do not expect to develop
it until you think you will have enough time.

Ambiguous targets

Avoid ambiguity and meaningless phrases (“be the
best”). Remember that the goals of the plan are the
results, results that need to be measured. Specific
dates, defined responsibilities and established budgets
are required. No matter how well designed or
presented the goals are, they just don’t have value
unless they produce results.

Overestimate the idea

Plans do not sell new business ideas, but people do.
Investors invest in people, not just ideas. You do not
need a great idea for starting a business; nevertheless,
time, money, perseverance, common sense and
intelligence are needed.

Unrealistic projections

Realize conservative financial projections that you can
defend. In case of being undecided, be less optimistic.
Pay special attention to cash flow, this is more
important than any other metric.

Have fear

The development of a business plan is not as difficult
as it seems. You do not need to write a thesis or a
novel. There are business consultants, like us, who can
advise you.

\ Horwath Castillo Miranda

* Julio Mekdessi Karam is Corporate Finance Director of
Horwath Castillo Miranda.

Castillo Miranda y Compahia, S.C. is a member of Horwath International Association, a Swiss association. Each member firm of Horwath International is a separate and independent legal 9

entity. Copyright 2009. Castillo Miranda y Compaiiia, S.C



Competitive View

/) Horwath Castillo Miranda

Benefits that employers can get with a certified opinion
for Social Security purposes and its advantage over
correction authority’s programs

By: Ramon Espinosa Jiménez, CPA *
mexicali@horwath.com.mx

In recent years, the Mexican Institute of Social Security
(IMSS for its initials in spanish) has intensified its tax
collection activities to companies, through a
Correction Program established under Part VI, Chapter
VIl of the “Reglamento de Afiliacién, Clasificacién,
Recaudacion y Fiscalizacién”.

Likewise, since the exercise of 2003 it was established
the obligation to have a certified opinion in order to
fulfill Social Security obligations, for those employers
who had on average over 300 employees during the
year. Anyway, the law clarifies that the rest of the
employers are able to certify their financial statements
for Social Security purposes voluntarily.

In this article we will describe the main benefits that
an employer can get by getting a certified opinion for
social security purposes, and the advantage that it
provides compared with the correction programs that
the Institute promotes.

BENEFITS

In the article 173 of the regulations of the Law related
to the affiliation, classification, collection and audit
procedures of the authority, are described some
benefits for the employers who have a certified
opinion, including those who are in a Correction
Program, benefits that will be explained in the
following two paragraphs.

1. Not subject of home visit

Employers won’t be subject to tax audit unless
irregularities, that would require the IMSS to apply its
verification capabilities, are found in the review of the
certified opinion.

In case that a differences report has already been
issued for the differences, and the certified opinion is
already in process, the employer should clarify or
liquidate, taking in count the Authorized Public
Accountant (CPA) that is conducting the -certified
opinion, as part of its review for the determination of
the differences aroused from the audit.

Not being subject to home visit, is probably the most
valued benefit by employers, as they save time and
administrative costs.

2. Not issuance of differences reports (SIVEPAS)

There won’t be documents issued for differences
resulted from payment verification procedure
(SIVEPAS) of the year audited, as long as the following
points are accomplished:

e The document has been completed and submitted

e The notifications and salary modifications resulted
from the certified opinion had already been
submitted by the employer

e That employees quotas have been completely
liquidated

According to Law regulations, this do not applies to
credits aroused from the Security Retirement,
unemployment at an advanced age, constituent funds,
documented surcharges, home visits and general
resolutions aroused from any means of defense
prosecuted by the employer.

It should be noted, that this can be an important
advantage for those companies that had many
problems with differences during the year, because it
prevents automatically nuisances caused by the

Castillo Miranda y Compaiia, S.C. is a member of Horwath International Association, a Swiss association. Each member firm of Horwath International is a separate and independent legal

entity. Copyright 2009. Castillo Miranda y Compaiiia, S.C

10



Competitive View

issuance of such reports, as long as they correspond to
the period ruled.

In addition to those advantages mentioned in article
173, which benefits apply to taxpayers who already
had got their certified opinion and also to employers
who make corrections in terms of Chapter VI of the
Regulation that was mentioned above, there are other
advantages established in other articles or other
regulations, which include other important
advantages, as the ones described in the following
points:

3. Rectification of risk degree classification based
on a certified opinion

According to the articles 29 and 30 of the Regulation,
the IMSS has the ability to correct the classification of
an employer when it arises from an accurate
correction or certified opinion issued by a public
accountant. The effects of this correction will start
after the delivery of the document.

This benefit is one of the most important and most
significant for companies; mainly on cases in which
the employer has a misclassification with a lower
degree than the correct one. The great advantage is
obtained because, if a certified opinion is conducted,
the correction has effect after the presentation of the
results of the certified opinion. In case employers do
not have a certified opinion, the correction has its
effects after the date the event that is generating
changes had place, which may lead to the payment of
differences for several years.
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4. Avoid fines and penalties comparable to tax
fraud

In accordance with the articles 304 and 305 of the
Law, employers who fail on fulfilling the existing Social
Security obligations, will acquire fines and penalties,
which are comparable to tax fraud.

The decision of getting a certified opinion for an
employer helps to prevent this type of fines for not
fulfilling tax obligations, because a public accountant
is able to detect such problems with opportunity
during his review, problems that must be corrected at
the time they are detected; therefore, although not
absolutely, the review will give the assurance that the
company is reasonably fulfilling its obligations in terms
of Social Security.

5. Overpayments identification and recovery

As mentioned in the previous point, the Certified
Public Accountant should inform the employer when
overpayments or payments without legal justification
are founded in the review. This may result from
different causes, among others, the following:

e Registration of an employee with a greater salary
than the real one

e Integration of a wrong concept to the basic salary

e Not having taken out from the payroll an
employee that isn't working anymore for the
company. This is a very common failure in
companies

e Employers  and/or

registered

employees  improperly

When employers are in these situations, they are able
to ask for the overpaid contributions, following the
procedures established on the article 131 of the
Regulation, or they can request a refund in case the
article 17 is applicable as established by the Law. The
return of overpaid contributions applies when the
employer is able to prove that the payment was
performed without applying deductions to employees.

6. Possibility of getting a certified opinion in case
a direct audit by the authority is requested

The Regulation also establishes that employers can
also get a certified opinion by a Public Accountant,
when receiving a direct audit, under certain
circumstances. In accordance with the article 159,
when an audit is ordered and the review of documents
hasn’t been started yet, is decision of the institute to
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authorized the employer to get a certified opinion for
the last 3 years.

7. Suggestions report aroused from a certified
opinion

Any Public Accountant conducting a Social Security
audit is required to follow certain professional
standards, such as, Audit Standards or Testifying
Standards. In this regard, it is necessary to conduct a
study and evaluation to determine the nature, extent
and opportunity of audit procedures, and in terms of
the applicable newsletter, suggestions should be
informed depending on the results of the study. The
issues of the report should cover not only internal
control weaknesses, but also recommendations to
improve the structure of the internal control system,
such as:

e Improvements on internal control systems related
to areas that are under review: human resources,
payroll, employees payment, determination of
social security contributions, among others

e Non-fulfillment of Social Security obligations

e Any recommendation the Public Accountant
considers important

CORRECTION PROGRAMS

In other hand, regarding to correction programs, the
Authority establishes the self correction for employers,
following the criteria and instructions established by
the Social Security Authorities, or by a certified opinion
for Social Security purposes conducted by a Public
Accountant. The corrections that can be submitted
under the specifications of the article 179 of the
respective Regulation are the next ones:

1. Spontaneous or voluntary correction. This
correction is the one in which the employer
decides voluntarily to make the corrections,
without requisition of the authority. In this case,
the periods to correct must be the ones requested
and a previous one.

2. Requested correction (by document-invitation). In
this one must be corrected the periods requested
up to date and the previous two.
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The disadvantage of conducting a correction applying
the instructions and formats of the Authorities, is that
the criteria of them should be followed, and in most of
the cases the corrections end with unfavorable
differences for the employer. Through a certified
opinion, there are 9 months to properly review the
fulfillment and payment of contributions, and legal
criteria standards favorable for the employer may be
followed.

It can be concluded, that there are many benefits for
employers that get a certified opinion, even for those
who opt for the self correction of the Social Security
Authorities. Nevertheless, it is necessary to inform and
explain all this to companies who need this service, so
they can appreciate these advantages and benefits
instead of considering this service as an additional

cost. The vision we must pursue as Public
Accountants, is that companies request this service in
order to take the advantages of an efficient fulfillment
of their Social Security obligations and a general
improvement in the management of their human
resources costs.

* Ramon Espinosa Jiménez is Director Partner of
Horwath Castillo Miranda Mexicali.
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In recent years, project management has been widely
promoted, through different agencies and institutions
in different countries, as is the case of the Project
Management Institute (PMI), which promotes and
encourages the formal and systematic management of
the activities realized during different projects,
developed in different production service and research
sectors. The increasing efforts on managing projects in
a formal and systematic way, is in order to search the
successful conclusion of projects. It is commonly
mentioned that the characteristic of a successful
project is having completed the deliverables stated in
the scope of the project, complying on time and with
the planned estimated costs, as well as with the
quality specifications accorded for each of the
deliverables. This may sound too ideal, but what is the
importance of creating successful projects? Which one
is the way to be more likely to succeed?

1

Actually, organizations and even us generate a large
number of projects, starting from the definition of the
PMI, where they states that a project is "an effort
realized to create a unique product, service or result,"
clear examples of this are:

e The development and commercialization of a
software package for a market segment that
demands it

e The implementation of an auditing program for a
specific process of a company

e A family event like a wedding or the celebration of
the arrival of a new member of the family
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These examples meet the main characteristics of the
definition, as they are efforts delimitated by a period
of time, which seek to accomplish a unique result. As
we can see, projects are strongly related to people life
and to organizations, this is why the importance on
achieving success in projects has been more important
in recent years.

The proposal for project management of the PMI, is
based on the Project Management Body of Knowledge
(PMBOK), which divides into five process groups the
project lifecycle, and it is based on nine knowledge
areas for a proper management.

The five process groups are related to the
development stages, without needed to happen in
strict chronological order, since these processes will
probably act overlapped in time, and are mentioned
below:

Initiation process. Defines and authorizes the project
or a project phase.

Planning process. Defines and polishes objectives,
plans a course of action required to achieve the
objectives and scope of the project.

Implementation process. It integrates people and
resources to carry out the project management plan.

Monitoring and controlling process. Measures and
monitors regularly the progress in order to identify
changes in project management plan, and corrective
actions are taken when necessary, to achieve the
objectives of the project.

Closing process. It formalizes the acceptance of the
product, service or result, in order to provide an
organized end to a project phase or to the complete
project.

To accomplish a successful project by fulfilling the
stated scope of time and budget, as well the specified
quality requirements, it is necessary to have tools to
guide the project to its complete and successful
conclusion, for this, the PMI proposes the
implementation of nine new knowledge areas:
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Integration. Includes the processes and activities
required to identify, define, unify and coordinate the
processes and activities for the project development,
covering from the development of the document to
formalize the project (Project Charter), development
of the scope statement, development of the project
management overall plan and the system to control
changes that can occur during the project.

Scope. Includes all the processes required to ensure
that the project will contain all and just the required
work to successfully complete the project.

Time. Includes the processes required to complete on
time the whole project.

Costs. Includes the processes involved in planning,
estimating, budgeting and controlling costs and that
the project can be completed within the authorized
budget.

Quality. Includes all activities of the organization that
determine the quality policy, objectives and
responsibilities, so that the project can meet the needs
for which it was created.

Human resources. It includes all the processes that
organize and manage the team, from planning the
human resource of the project, to the development
and management of the team project.

Communications. It is the knowledge area that
employs processes to ensure the collection,
distribution, storage, retrieval, and generation of
appropriate project information on time.

Risks. Includes processes concerning to the
implementation of the management, identification,
analysis, responses, monitoring and project risk
control. The objectives of risk management in the
project are to increase the probability and the impact
of positive events, and decrease the probability and
impact of adverse events.

Acquisitions. In this knowledge area are included
processes for purchasing and acquiring goods,
services, or external personnel to develop the project.
Procurement processes include the planning for
acquisitions and purchases, planning of contracts,
price requisitions, supplier offers and proposals,
supplier selection and contract management and
closure.
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As it can be seen, by applying the knowledge areas
across the five groups of processes, it is basically
followed the administrative process, tailored to the
creation of a single good or service for a period of
time. The advantage that PMBOK offers is that it
provides a guidance for the management of any
project, no matter its size or nature, and regardless of
the type and size of the organization; in addition,
these tools rely on the recognition and contribution of
project managers members of the PMI around the
world, being these ones the most recommended to
achieve success in projects that companies are

currently managing around the world.

* Ulises Alvarado Ramirez is Manager of Technology
Innovations of Horwath Castillo Miranda.
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The economic structure of any country is mainly
supported by societies, which are essential to the
subsistence of people who are immersed in them.

Men are invariably social by nature; therefore, he
needs to join efforts with other individuals and work
together in order to meet needs that individually they
wouldn’t obtain, this is why it arises the need to
organize societies.

Organizations have evolved in such a way, that they
have become an essential part for the development of
any country, so legal systems have been adapted to
the prevailing circumstances in each period of time.

Just like societies are constituted to meet the needs of
human beings through the achievement of the
objectives for which they were created, societies can
be ended, being some of the reasons for the end of a
society, that the time agreed between partners has
been accomplished, that the purpose of the society
has become impossible to fulfill or because the loss of
their capital in more than sixty six per cent.

The initiating and ending process of a society can be
divided into three parts, which can be:

Companies must be governed by rules or laws to
regulate its functioning within a legal context, in
regard to its constitution and organization.

The liquidation process of a society should be stared
by the approval of the dissolution by partners;
considering that there may be two types of
dissolution, a partial or total one.

Once the dissolution has been approved by partners,
the liquidation of the society will begin. In the last
stage before an entity is extinguished, a person or
people responsible of executing the process must be
assigned, as well as the mechanisms that will be
carried out to end operations during this period.

Partial dissolution may be due to exclusion or
separation, the first case is when shareholders decided
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to expel a partner, and the second, is when one
partner decides to leave the society by its own choice;
nevertheless, in these both cases the society remains
active and just the partners that leave the society are
liquidated.

In the case of a total dissolution, a complete extinction
of the society will be needed.

The liquidation is the period in which the person or
persons designated by the Shareholders Assembly will
be responsible for ending the remaining transactions,
recover the receivable accounts, cover pending debts
to the creditors and refund the capital or surplus to
shareholders.
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The liquidation must be in accordance to the
guidelines established in the social contract, or to the
resolutions made in the assembly where the
dissolution of society was decided. If case of the
absence of resolutions by shareholders, the liquidation
will be according to the procedures established in the
General Law of Mercantile Societies.

Rights and obligations aren’t extinguished at the
moment the dissolution is decided, so the entity
remains with its legal capacity during the liquidation
period.

To carry out the complete liquidation of the society
will depend on the time needed to extinguish assets,
liabilities, and patrimony, which could depend on the
volume of its operations and the size of the company.

Now a days, the liquidation of societies is not a job or
a frequent process; nevertheless, some corporate
groups, with the aim of reducing their administrative
processes that represents having multiple companies
and in order to restructure the activities they realize
this procedure, also companies that have financial
problems or can not carry out the activity for which
they were established, have been the need to liquidate
their companies.

The liquidation is a mechanism to end a society within
the business environment; however, it is not a
common issue because this process is due to specific
causes and it is not the object for which they were
created.

As mentioned before, carrying out the liquidation of a
company involves a high degree of complexity, caused
by the legal and tax requirements that have to be
meet, and which can cause significant delays on the
completion in time of the liquidation. For this reason,
it is important to know the requirements established
by the respective entities assuring to fulfill the
requirements on time, as well as make a proper
planning for the next steps monitoring a correct
implementation.

/) Horwath Castillo Miranda

* Francisco Olvera Diaz is Audit Manager of Horwath
Castillo Miranda.

Castillo Miranda y Compaiiia, S.C. is a member of Horwath International Association, a Swiss association. Each member firm of Horwath International is a separate and independent legal

entity. Copyright 2009. Castillo Miranda y Compaiia, S.C.

16



Competitive View

/) Horwath Castillo Miranda

Horwath in the

World
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Horwath International
continues expanding its
network of firm members.

Today, the Horwath International
network consists of over than 140
accounting firms and business
consulting.

The member firms network represents a
total of 560 offices.

Currently, 26,250 people, including
partners and staff, are working on the
network of Horwath International.

Thus, Horwath International is present in
more than 100 countries around the
world and has a turnover of more than 3
billion dollars.

Each member firm is established as a
leader in its local business community,
providing audit, tax, risk and business
consulting services.
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