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his has been a time of momentous changes and challenges in the CA profession. It is the age of globalization and IFRS, of growing numbers of women
in the profession, of accountants from around the world seeking access to the
CA profession, and of various other important matters. What do these changes
mean to the profession? In December 2010, Kevin Dancey, president and CEO
of the CICA, hosted a round-table conference with the CEOs of the top-seven CA
firms to discuss issues of burning
relevance to CAs. Present were Chris
Clark of PricewaterhouseCoopers,
Keith Farlinger of BDO Canada,
Trent Henry of Ernst & Young, Alan
MacGibbon of Deloitte, Phil Noble
of Grant Thornton, Daryl Ritchie
of Meyers Norris Penny and Bill
Thomas of KPMG. Bill MacKinnon,
chairman of the CICA, was also
present. Marcel Côté, regular columnist for CAmagazine and founding partner at SECOR Consulting in
Montreal, was the moderator.
“The discussion,” said Dancey,
“is a really good opportunity to find
out what the seven largest firms
think about various issues. The discussions will give the membership
at large a good perspective on these
issues facing the profession.”
The lively discussion that followed probed questions such as: did Canada act
precipitously in implementing IFRS before the US? How have the big firms
made things more attractive to the millennial generation? Are the firms ready
for the age of work/life balance and what have they done in this area? What
are the big firms doing to provide women and minorities with opportunities
for access and advancement? The answers will certainly be of interest to readers.
Find out more in “CEO round table,” p. 20.
The rest of the magazine contains the usual package of informative and insightful articles. In Netwatch, Jim Carroll tells us that we live in a time of thinking big and we should look at what innovative organizations do to move forward.
See “Think and act big,” p. 12. In Outlook, Marcel Côté reminds us that greed
got us into the financial mess we are in today and Canadian financial institutions
should learn the lessons of the US example. See “Greed is bad,” p. 52.
This issue also has regulars on taxation (p. 36), standards (p. 40), assurance
(p. 42) and fraud (p. 45). Both assurance and fraud deal with different aspects of
fraudulent activity and its prevention, highlighting the growth of such activities today.
Okey Chigbo, Editor-in-chief (interim)
CA magazine
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FEELING SHORT-CHANGED

Marcel Côté’s article “Are future generations short-changed?” (Outlook, January/February) is short on facts and long
on baseless platitudes.
According to Côté, my generation
should not be concerned with increasing
government debt and higher taxes because
it will be invested in infrastructure and
human capital, from which we will supposedly benefit. Following this logic, why
not jack up government spending and taxes by a further 100% to realize even more
benefits? Where is the point of diminishing returns?
In fact, government investments in in-

frastructure and human capital are some
of the most wasteful and inefficient investments made because politicians make
these decisions based on politics, not good
business. Brian Lee Crowley (managing
director of a public policy think tank
and book author) estimates government
spending could be reduced anywhere
from 30% to 40% without any noticeable
change in services, citing privatization of
Crown corporations as proof. Ironically,
in the same issue, CAmagazine provided
a perfect example illustrating the wasteful nature of the government investment
Côté advocates: the 1976 Olympic Games
in Montreal. (See “Numbers Game,” Upfront, p. 6.)

The CPA’s JobConnectTM
Bringing the best jobs & the best candidates together
EmployErs
Post jobs to an active
payroll community

TM

• Over 63,000 job searches per month
• Over 3,700 job seekers registered
• Over 3,500 resumes available

Visit the authoritative career resource for
the Canadian payroll profession today!

http://www.payroll.ca/go/?jc7
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Perhaps Côté is unaware of the debate
in the US and Europe over the real dangers
of unrestrained government spending. Or
maybe he’s ignorant of the painful effects
of enormous public debt in countries such
as New Zealand and Ireland. It’s possible
he’s oblivious to the massive demographic
sea change on Canada’s horizon that will
make maintaining current levels of government spending unsustainable.
Côté also recites the wrong assertion
that tax cuts contribute to government deficits. Perhaps he is unfamiliar with the 10year economic boom that was unleashed
in the US due to the tax cuts enacted by
Ronald Reagan, which also had the curious effect of increasing tax revenues to
the government. Or maybe he should ask
President Barack Obama why he extended the George W. Bush tax cuts that Côté
believes will penalize future generations.
Some public spending, such as the military and police service, is required. The
problem arises when government intrudes
into areas where the private sector is able
to provide better-quality goods and services to the consumer for a lower price.
Often this government intrusion is justified under the guise of investments in infrastructure and human capital.
Côté’s sentiment that “social capital is
the principal legacy we will bequeath to
future generations” will bring my generation cold comfort when we bear the burden of the enormous cost of this legacy.
Michelle Kraft (CA student)
Saskatoon

In the “olden days” when I was learning
to be a CA, we were taught a balance sheet
had two sides: assets on the left and liabilities on the right. Marcel Côté’s version of
the “new accounting” eliminates the liabilities — a modern version of the alchemist’s desire to turn lead into gold.
He fails to mention the unfunded or
underfunded pension funds; the underfunded liabilities for healthcare costs; the

Mailbox
depreciation and depletion of our natural
resources and the depreciation of our infrastructure. He does not note the assets
bequeathed to us from past generations,
nor does he mention the damage we have
done to the environment and the costs to
put it right for future generations. Yes, this
new accounting makes us feel good, but
it is dishonest and misleading.
Derek Taylor, CA (retired)
Guelph, Ont.

Marcel Côté doesn’t believe future generations are being short-changed as they prepare to inherit high levels of public debt.
He argues they will inherit public assets
that more than offset these debts. I agree,
and it’s refreshing to hear this point made.
But what about the off-balance-sheet
stuff, the things we accountants have not

been very successful at measuring? In our
enthusiasm for growth at all costs we are
eroding Canada’s natural capital and passing on environmental deficits that will
threaten future generations with, at a minimum, significant financial costs.
Walter Ross, FCA
Toronto

Marcel Côté’s reply:
My point was not to condone deficits
and wasteful government spending; I was
pointing out that on the left side of Canada’s ledger there are more assets than
commonly perceived. These assets trump
the liabilities side, leaving significant net
worth that is passed to the next generation. A large part of these assets is made
up of public capital, not only the physical one, but the intangible social capital

as well. This includes protection of property rights, educated citizens, unspoiled
parkland, etc. — things taken for granted
by many but which are the result of social
investments made by past generations.
There are also some intangible liabilities,
such as too much CO2 in the air, but on
the whole the net public assets are worth
significantly more than whatever public
debt we have in our books.

CAmagazine welcomes letters
to the Editor. Please write to us at
277 Wellington Street West,
Toronto, Ontario M5V 3H2
e-mail address: letters.editor@cica.ca
Letters may be edited for space and clarity
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News, people, briefs, trends + tips

listen to this
From high school
to Big Four for Brits
Some of Britain’s largest accounting firms
are recruiting students straight out of high
school.
Deloitte announced late last year it would
hire 100 secondary-school students after
the British government increased university
tuition to up to £9,000 ($14,400) a year.
the move is intended to target talented
students who may not be able to afford a
university education following the fee hike.
the new recruits will study while they work,
obtaining their uk Ca designations within
five years.
pricewaterhouseCoopers, which has had
a high-school direct-entry program for
10 years, opened recruitment for about 70
spaces in early October, with the number
of applications up nearly 400% this year.
Music fans come to CA Greg Davis’ Soundscapes store in
Toronto for the eclectic selection and personal service

kpMG is considering plans for its own highschool recruitment plan.

t’s an early Sunday morning in December, a few weeks before
Christmas, and Soundscapes, the music store founded by CA Greg
Davis, is the only retail shop open on the Toronto strip known as Little Italy. More important, there are already
a handful of people browsing the shelves. These are what Davis, 39, calls his core customers, and upon which
Soundscapes’ survivability and success hinge: the music fanatic who buys CDs every week.
When he first opened Soundscapes in 1999 after five years as an auditor with Deloitte & Touche, he set out to open
what he envisioned as the “ideal music store”: one that catered to true music aficionados, yet without the arrogance
often associated with music snobs. “A store that reflected my personality,” says the unassuming, soft-spoken Davis.
He started small: for the first year he was the sole employee and the store carried about 2,000 CD titles. He differentiated from larger music retailers by offering a more eclectic selection and specializing in Canadian independent
bands. The timing was perfect: the Canadian music scene was on the verge of exploding. Today, the store employs a
dozen people and carries more than 20,000 titles in all genres of music. More important, revenue has grown every year.
Davis recognizes the challenges ahead as the music industry shifts from the physical CD to the digital download. He’s adopted new lines of business: concert ticket sales, for example, are an increasing source of revenue, and
he’s diversified by offering DVDs, books, even LPs. He feels if the store continues to offer something different and
unique — listening posts, for example, that play music not heard
Résumé
on commercial radio and free in-store concerts — customers will
come. “The hunger for music is stronger than ever,” he says. “And
1993
joins Deloitte and Touche, Toronto
consumers still look for guidance and advice when searching for
1995
obtains CA designation (Ont.)
new music. People still need a filter to find good music.”
1999
opens Soundscapes, Toronto
John Shoesmith
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Findings
THE WHYS BEHIND
SUSTAINABILITY

C

ompliance with legal and regulatory
requirements is the most frequently
cited driver of sustainability initiatives
at Canadian companies, according to a
survey of CAs working in industry. The
survey, conducted jointly by the CICA,
Chartered Institute of Management Accountants and American Institute of Certified Public Accountants among accountants in Canada, the UK and the US, also
found that although compliance was
the top driver of sustainability, several
other factors were driving sustainability for many companies.
Managing risk to the reputation of the company brand was the
next most likely response, with 21% citing it as a critical driver of
sustainability initiatives, followed by achieving competitive advantage and long-term profitability at 19%. Value set of company and/or
its leaders and efficiency and cost savings, both at 17%, were next.
The survey found larger companies are much more likely to
have a formal sustainability strategy than smaller companies
(79% versus 33%) though 23% of smaller companies have plans
to formulate a strategy within the next two years.

Q
+
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The survey also found that the finance function’s contributions to sustainability programs are highly valued yet underdeveloped. More than half (56%) of respondents said finance plays
a role in business case/investment analysis and 33% are tracking
sustainability-related performance measures. UK-based organizations appear to be ahead of the curve in terms of implementing sustainability practices and finance-function involvement
compared to North American organizations. The full study is
available online at www.cica.ca/sustainability.
John Tabone is CICA’s manager of member value and research services

EXPERT

IS IT OK TO USE JARGON AND BUZZWORDS IN MY WORK?
Certain terminology has become firmly ingrained
in the way business professionals think and
speak and often helps colleagues communicate
ideas more quickly. But when professionals
need to grab attention or have an important
message to deliver, excessive use of buzzwords
can cause people to lose interest and tune
out. Here are a few tips for eliminating jargon in
your communications:
Break bad habits. We all rely on certain phrases
when we speak. If the ones you gravitate toward
are annoying buzzwords, think of alternatives
that convey the same meaning.
Edit, edit, edit. Many buzzwords are unnecessary.
Think carefully: does a phrase such as “at the

end of the day” really add to what you’re trying to say?
Probably not.
Translate your thoughts. It’s typical to think in the
lingo you use every day. But when putting your ideas
to paper or in an e-mail, take the time to explain
the concepts in terms others will easily understand.
Show instead of tell. Rather than relying on buzzwords, use concrete examples to convey your
thoughts. For instance, instead of discussing your
fully “integrated” strategy for a project, describe
the various elements and how they work together.
Donna Farrugia is executive director of US
staffing firm The Creative Group (www.creativegroup.
com)
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The urge to merge

In June, CIBC will celebrate the 50th
anniversary of the merger between the Canadian Bank of Commerce
and the Imperial Bank of Canada. Banking unions through the years:

3 Months after the January 1998 proposed

1955

Year The Bank of Toronto and
The Dominion Bank joined. “It is more
burdensome for a small bank to keep pace
with the development of our country than
for a large bank,” noted the new bank.

merger of Royal Bank and BMO that CIBC
and TD Bank announced they would combine operations. The unsuccessful union
would have created a $47-billion company.

4.1 Billions of dollars in a share swap that

1900 and 1931. The number of banks tumbled to 11 from 35.

2000 Year Canada’s federal government legislated that any bank merger
must satisfy benchmarks for competition, public interests and financial viability. Within two years there are rumours BMO and the Bank of Nova Scotia
are asking the feds to bless a deal.

134

9,200

saw BMO Financial Group buy Milwaukeebased bank Marshall & Ilsley Corp. in
December 2010.

29 Bank combinations in Canada between
Pages in a government report that improved the prospect of mergers in 2008. “Bank mergers have not been a priority
for our government,” said Finance Minister Jim Flaherty afterwards. “And that remains the case.”

Jobs potentially lost at BMO and Royal Bank in the
aftermath of a successful 1998 merger. The finance ministry
nixed the $50-billion deal 11 months after it was announced.
Steve Brearton

Going Concern
Carolle BraBant, Ca
exeCutive DireCtor,
telefilm CanaDa

participating in the Berlin, Cannes and venice film festivals.
in 2009, telefilm-funded Canadian feature films won 107
awards worldwide. the corporation also funds special
projects such as the telefilm Canada features Comedy lab,

ComPanY Profile: a Crown corporation

a professional development program that helps producers,

reporting to the minister of Canadian Heritage,

writers and directors develop feature comedies.

telefilm Canada is committed to developing
and promoting Canadian content for the audiovisual industry

Cool ProJeCtS: in telefilm’s new corporate plan, the

here and abroad. each year, the corporation funds about

corporation wants to focus on stimulating demand. Brabant

60 productions, which include feature films, low-budget

believes that current platforms (ebooks, the iPad, the tout.tv

films and documentaries. With a staff of 207 in vancouver,

website, etc.) offer new business opportunities. She is also

toronto, montreal and Halifax, telefilm is responsible for

seeking a better measure of success, which includes DvDs,

delivering programs worth a total of close to $450 million,

video-on-demand, cultural achievements such as awards,

administering the Canada feature film fund ($100 million)

critical acclaim and success on the international market.

and the Canada media fund ($350 million). in 2009-2010,
through its participation in international markets, telefilm

in Her oWn WorDS: “the film business is a major

facilitated sales and agreements worth almost $152 million.

industry in Canada. the entrepreneurs i talk to are
enthusiastic, committed to excellence and confident in them-

Hot faCtor: Besides sponsoring several Canadian film

selves and their productions. i’m inspired by them and eager

festivals, telefilm Canada is active on the international stage,

to contribute to their projects.”

SETH

marie-Josée Boucher
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Training, telecommuting are most popular perks
As the economy improves, companies that want to keep their top performers
and attract new ones may be sweetening the pot with nonmonetary benefits,
according to a survey by financial professional staffing firm Accountemps.
More than 1,400 US CFOs were asked about the perks they plan to offer
or are already offering. Subsidized training and education topped the list
(29%), followed by flexible schedules or telecommuting (24%) and mentoring

Don’t clutter up your career

programs (24%).
“On the heels of the recession, perks are a cost-effective way employers
can reward and retain staff and attract new employees,” says Max Messmer,
chairman of Accountemps and author of Human Resources Kit For Dummies.
“Flexible work arrangements cost little to implement but show that a company
values staff and its work-life balance needs. Offering training and mentoring
opportunities also helps businesses develop a more skilled workforce.”

Your messy desk might be holding
you back at work, in more ways than
you might think, finds a survey for
US office supply and equipment
company OfficeMax.
First, more than half (53%) of
survey respondents think negatively
of their co-workers with messy desks
while 40% assume these disorganized
colleagues must be lacking in other
aspects of their jobs. More than
one in 10 (13%) have a lower overall
opinion of messy deskers.

CHART

Even worse, however, is that your
own attitude changes when you have
a disorganized desk. Respondents
said their productivity (77%), state
of mind (65%), motivation (53%)
and happiness (40%) are negatively
affected when there is disorder.
One in five say clutter also harms

SETH

their relationships with other people.

THE NAME GAME

TIME TO ADVANCE

COST OF CONTENTMENT

Here’s one more way employers
are trying to keep their best people
on board when money is tight:
a promotion in name only. In a
survey for US recruiter CareerBuilder,
13% of hiring managers said
they will be offering higher titles
this year, but without any pay
increases. Ouch.

This could be your lucky month.
April is among the top-three
months of the year for professionals
in Canada to get promoted,
according to data from online
business networking site LinkedIn.
January is the most likely month
for employees to be promoted,
followed by September.

Three-quarters of retirees with US$1
million are highly satisfied in their
retirement, finds a survey published
in the February issue of Consumer
Reports, but satisfaction levels did
not change much for retirees with
greater wealth. Furthermore, half of
retirees with less than US$250,000
are also highly satisfied.
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Happiness is owning a small business

s

mall-business owners in Canada are a happy group. In
fact, 62% of Canadian small-business owners would
describe themselves as “very happy,” with only 1% saying
they are “very unhappy.”
This is just one of the findings from TD’s Small Business Happiness Index, which examined the attitudes and
behaviour of Canadian small-business owners in seven
urban centres. It revealed that nearly nine in 10 Canadian
small-business owners are happier owning and running
their own business than they would be if working for
someone else.
“What the TD Small Business Happiness Index demonstrates is that small-business owners enjoy a sense of
control and freedom that they don’t generally realize when
working for someone else,” says Alec Morley, senior vicepresident, small business banking, TD Canada Trust. “Despite the recent economic downturn and the ongoing challenges of managing and growing a business, the personal
satisfaction small-business owners report illustrates one
of the key advantages of owning your own company.”

There are several reasons for Canadian small-business
owners’ high satisfaction levels. These include a sense of
pride and accomplishment (97%) plus a deep personal
connection to their employees (91%) and their customers
(84%). In addition, 86% say owning a small business gives
them the opportunity to volunteer their time or make
donations to charities, sports teams and events.
As rewarding as it is, small-business ownership also
has its difficulties. The top three cited were managing,
recruiting and training staff (24%), coping with stress and
risk (23%) and financing and cash flow (22%).
Morley offers three essential strategies to help smallbusiness owners meet some of these challenges:
• keep a close eye on the key metrics;
• understand how to read an income statement and balance sheet; and
• forget the static five-year business plan — your business
plan should be a living document.
For an expanded version of this summary, please visit
www.camagazine.com/smallbusinesshappiness.

Standing out with personal branding

w

hat better way to take charge of your career than
to become your own brand? According to a
new survey from Kelly Services, that’s exactly what
a growing number of Canadians are doing.
The Kelly Global Workforce Index garnered the
views of approximately 134,000 people in 29 countries,
including more than 15,000 in Canada. It showed
personal marketing, or branding, has become a feature
of the modern workplace. Respondents consider verbal
communication skills most important in building
an identity (70%), followed by résumés (64%), technical
knowledge (63%), written communications (63%),
personal attire (52%) and use of social media (39%).
Survey findings also show 70% of respondents are
prepared to invest their own money to upgrade their
skills, not waiting on their employers to do so. More
than half believe they will change careers and reinvent
themselves at some point.
Some highlights from the survey in Canada:
• 78% of gen Y are “very optimistic” about their ability
to keep pace with technological and other changes,
higher than gen X (74%) and baby boomers (67%);
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• 74% of baby boomers cite verbal communication
skills among the most important elements in personal
branding;
• 58% of respondents expect to change their careers
in the future, with baby boomers (60%) more likely than
gen X and gen Y (both 58%); and
• 25% of respondents describe themselves as “very active”
in their use of social media for personal marketing.
Industries where employees are most willing to
invest their own money to upgrade their skills include
engineering, information technology, manufacturing,
financial services and education.
“Many employers offer training and other benefits
to assist their employees with career change or
advancement. But with job tenure shortening and
greater workforce mobility, employees are taking the
initiative to manage their careers, ” says Karin French,
Kelly Services VP and managing director of Canadian
operations.
For an expanded article in which French expands
on the survey findings, visit www.camagazine.com/
personalbranding.

“But the real money-saving consequence of SYSPRO is that we can now
do more with fewer people – and that makes us more competitive. I would
definitely recommend SYSPRO to any manufacturer.”
Bill Allan, President, Higginson Equipment

SYSPRO ERP Boosts Productivity
30% at Higginson Equipment

H

eadquartered in Burlington, Ontario,
Higginson Equipment was founded in
1945 as a manufacturer of pneumatic and
hydraulic NFPA-style cylinders, and as a distributor of fluid power and industrial product
lines. In addition, the company manufactures
“Economax” corrosion-resistant cylinders for
the trucking industry, custom designs and
builds special cylinders for a variety of uses,
and leverages its expertise in pneumatics to
create C-frame air presses.
In 2009, Higginson decided to part ways with
its 15-year-old business software. “There were
three factors motivating our decision,” says
company President Bill Allan. “First off, we’d
been with our old system for 15 years. It
was simplistic, and it didn’t have a materials resource planning (MRP) component.
The writing was on the wall. Secondly, the
recession – we needed to increase our productivity without increasing our manpower.
Finally, we received funding, in the form of
two government grants, one through the Yves
Landry Foundation, and the other through the
Canadian Manufacturers & Exporters’ SMART
Program. I was already a big believer in ERP.
With government assistance I couldn’t say
no.”
A 20-person company, with revenues in the
seven-million-dollar range, Higginson recognized the necessity of optimizing itself for the
future. “We’ve been steadily growing,” says
Allan, “but we needed something to help us
get to the next level. We wanted to eliminate
the inefficiencies and bottlenecks in our processes, and in doing so, we wanted to build a
solid base for improvement and growth.”
To facilitate its strategy, Higginson engaged its
long-time VAR to perform an assessment and
recommend an approach. “Our company-wide
processes were analyzed in detail,” says Allan.
“As a result we were advised to implement a
new, more advanced ERP system. After doing
due diligence, and on their recommendation,
we chose SYSPRO.”

Sales Order; automatic serial numbers generation for manufactured parts)
• Product Configuration (to automatically define product specifications, Bill of
Materials and cost at the time of quotation)

high-end
solutions
mid-size
companies
can afford.

• Integration with office productivity tools
(such as Microsoft Office)
• Electronic faxing and remote connectivity.
“SYSPRO has made us much more efficient,”
says Allan, “especially as far as the Bill of
Materials (BOM) and work orders are concerned. We used to have to do an excel spread
sheet for every job, and then more spreadsheets to calculate cut-lengths of different
materials. Now we just put the model number
in and SYSPRO calculates everything for us.”
Before SYSPRO, adds Allan, Higginson’s system
supervisor, a highly skilled machine operator,
sat at his desk three hours a day doing repetitive calculations. “Thanks to SYSPRO,” says
Allan, “he’s now gained three hours a day in
production time. We’ve also managed to eliminate a good number of mistakes. Occasionally,
in the past, we’d cut a batch of tie rods incorrectly – not anymore.”
Because of SYSPRO’s modular nature, one
can add efficiencies to work-flow as time and
energy allows. “One thing we want to do more
of is load leveling,” says Allan. (Load levelling
is the process of evenly distributing demand,
in terms of orders or schedule, over a given
period of time.) “We haven’t quite figured out
how to take advantage of it, but load levelling
will give us a bird’s-eye view of production.
That will help us smooth things out, and see
problems that might be coming down the
road. It’s a nice feature that we still have to
leverage completely.”

As Higginson implemented its new ERP, says
Allan, most of the old, inefficient processes
were funnelled into one of the following categories:

Asked to consider SYSPRO’s ROI, Allan gives
thanks again to the government-sponsored
grants. “The grants considered,” says Allan,
“SYSPRO is going to pay for itself in a year. The
company is out-of-pocket approximately one
person’s yearly salary. For a relatively small
amount of money, we automated our business processes and removed the repetitive
paperwork. But the real money-saving consequence of SYSPRO is that we can now do more
with fewer people – and that makes us more
competitive. I would definitely recommend
SYSPRO to any manufacturer.”

• Automated functions available in SYSPRO
(e.g., automated work order creation from

For more information on Higginson
Equipment, please visit www.higginson.ca.

When it came time for implementation,
Higginson did it with alacrity. “We took what is
usually a six-month process,” says Allan, “and
did it in two months. We spent late nights,
inventing on the fly, even made some rash
decisions. Fortunately, the VAR that sold us
SYSPRO gave us amazing support, and at the
end of the day we got what we wanted.”

Delivering

Contact SYSPO today for
your free book:

Thinking About ERP
An Executives
Guide to Selecting,
Implementing and
Operating ERP
Written by iPlan
Industrial Engineers
Toll-Free in Canada
1-888-259-6666 x228
info@ca.syspro.com
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Your guide to business & accounting on the internet

Think and act big

W

e are in the era of big thinking, yet a lot of
people have a small outlook. As we reassess

our role as accounting professionals into the future,
we’d do well to consider what leading-edge inn0vation organizations are doing to move forward, such as:
Make big transformations. Many organizations realize
that corporate structures based on a centuries-old style of
thinking can no longer take them into a future that will
demand more agility, flexibility and ability to react in real
time to shifting demand. They’re pursuing such strategies
as building to demand rather than building to inventory,
or taking on mass customization projects so they don’t
have to compete in markets based on price. They are looking at more corporate and other types of partnerships to
get access to much-needed specialized skills.
Undertake big brand reinforcement. Realizing the
vast scope and impact of social networking on its brand
image, one of my client companies made an across-theboard decision to boost its overall advertising and marketing budget by 20%, with much of the increase going
to online advertising. A good chunk of existing spending is being diverted as well. Clearly, the organization
believes it needs to make big, broad moves to stay up to
date with global changes in branding and marketing
now underway.
Anticipate big changes. There’s a lot of innovative thinking going on with energy, the environment and healthcare. Many global innovation leaders (think GE) have a
razor-sharp focus on these three areas, anticipating the
rapid emergence of big opportunities at a very rapid pace.
Pursue big math. Quite a few financial clients are looking
at the opportunities for innovation that come from competing with analytics, which offers new ways of examining risk, understanding markets and drilling down into
customer opportunity in different ways. What is the CA’s
role in the era of sophisticated analysis driven by data
volumes that have never existed?
Focus on big innovation. One client company stated
its innovation plan in a simple yet highly motivating
phrase: “think big, start small, scale fast.” Its key goal
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is to build its experiential capital in new areas by working on more innovation projects. It wants to identify big
business opportunities, test their potential and learn
how to roll out new solutions on a tighter, more compact schedule.
Think big change in scope. One client became obsessed
with the innovation strategy of going “upside down” when
it came to product development. Rather than pursuing all
ideas in-house, it opened up its innovation engine to outsiders, looking for more partnership-oriented innovation
(with suppliers and retailers, for example) and customersourced innovation. Can our profession move forward
at a faster pace by continuing to ignite its innovation spark
through outside sources?
Align strategies to the big bets. Many organizations out
there are making big bets and linking innovation strategies to those bets. Wal-Mart has bold goals for replacing
all standard packaging with “ethical” packaging by 2015.
This is forcing a stunning amount of innovation within
the packaging sector. Some restaurants aim to reduce food
and packaging waste by a factor of dozens; this is requiring similar levels of creativity in the kitchen. Where are
the big bets and bold moves that are needed to sustain the
accounting profession well into the 21st century?
It’s easy to think small during times of big transition.
Innovative people recognize that we live in an extremely
fascinating period and are ready to push big ideas in order to move themselves and their organizations ahead.
Jim Carroll, FCA, is a well-known speaker, author
and columnist. Reach him at jcarroll@jimcarroll.com
or log on to his website at www.jimcarroll.com

innovative ideas
TED: ideas worth spreading www.ted.com
PopTech: world-changing people, projects
and ideas http://poptech.org
Big Think http://bigthink.com

work in process

By Michael Burns

USING TECHNOLOGY TO IMPROVE THE WAY YOU DO BUSINESS

BI, CPM and budgeting survey 2011

w

elcome to our 2011 survey on corporate
performance management (CPM), budget-

ing and business intelligence (BI). When we ran
our first BI survey back in 2004, it was on its own.

it’s also about the underlying technology. Some vendors
offer extensive functionality but they have done this by
acquiring new products and gluing the disparate systems
together. Although these systems are integrated, they
may rely on different databases and have different user
interfaces. You will hear some vendors promoting their
unified systems, which use the same databases and user
interfaces, as a simpler solution.
Another trend is to bump up performance by taking
advantage of declining memory prices and low-cost 64bit computing to provide more addressable memory space.
It’s much easier to access data in memory than in a disk.
Some vendors are now offering Google-like information searches that include structured data (organized log-

But surveys have a way of morphing from year to year,
gathering and discarding functions and products as they
go. So it is that by 2006, our BI survey had been more or
less taken over by CPM. Now, in a further evolution, our
roundup encompasses both products, plus budgeting.
Where are the differences? Broadly speaking, CPM
includes both BI and budgeting. But there are also many
stand-alone systems for budgeting and BI. In terms of
separate functions, CPM systems
include forecasting, consolidation,
we have all seen systems that have become prickly
financial reporting, strategic planning and budgeting. BI includes
to use because of an overabundance of features
dashboards, online analytical processing, predictive modeling, report writing, scorecarding and visualization (graphics).
ically as fields in database tables) as well as unstructured
As with our latest enterprise resource planning surdata that could be in notes, documents and e-mail.
Cloud computing makes it easier for smaller compavey in September 2010, you can now complete an online
survey about your requirements, then view the 10 best
nies to invest in BI without worrying about supporting
systems for your needs based on percentage fit calculathe accompanying IT infrastructure. Cloud computing
tions. You can also drill down for more details on each
has caught on for some software products such as CRM
system. For the link to the survey, visit the expanded
but there is still some reluctance toward having sensionline version of this article at www.camagazine.com/
tive information kept off premises.
BIandCPMsurvey11.
For an expanded version of this article, the survey
Since our last survey in December 2009, a number of
charts and a link to the systems analysis tool, visit www.ca
trends have emerged. First and foremost, products are bemagazine.com/BIandCPMsurvey11. As with all our surveys, we were unable to validate the information supcoming easier to use. We have all seen systems that have
plied by the vendors. We don’t think there will be
become prickly to use because of an overabundance of
many intentional mistakes, partly because the vendors
features. They require power users to make them work.
But Google changed the way we think about systems.
will lose credibility if they are caught making false claims.
The company’s success is due in part to its ability to keep
things simple so that anyone can effectively use its sysMichael Burns, MBA, CA IT, is president of 180
tem. Its approach allows end users to generate their own
Systems (www.180systems.com), which provides
reports or analyze data with drag, drop and drill-down
independent consulting services, including business
commands — something that in professional circles is
process review, system selection and business case
called BI for the masses.
development. Contact 416-485-2200;
mburns@180systems.com
Keeping it simple is not just about the user interface;

.
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Client: Healthcare of Ontario

Pension Plan
(HOOPP)
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Location: Mississauga
Service: Leasing
Size: 228,860 sf

5550
EXPLORER DRIVE

Conﬁdence is raising the bar in sustainable design

Cushman & Wakeﬁeld has been engaged as exclusive leasing agents for AEROCENTRE V, the city of Mississauga’s most sustainable
multi-tenant commercial ofﬁce building. Owned by HOOPP Realty Inc., one of Canada’s largest pension plans,
this LEED Gold* certiﬁed building opened in September 2010 to critical acclaim.

Proposed*

Moving with conﬁdence.

News from the profession
A summAry of current cIcA projects And InItIAtIves

CICA signs Memorandum of Understanding
with the Chartered Accountants of India

C

ICA and the Institute of Chartered Accountants
of India (ICAI) have signed a Memorandum of

Understanding (MOU) on Reciprocal Membership
Arrangements. The MOU specifies the criteria by
which members of one body are eligible for membership in
the other.
Signed by the CICA on behalf of the provincial and territorial institutes/ordre of chartered accountants of Canada and
the Institute of Chartered Accountants of Bermuda, the MOU
still requires ratification by these bodies as well as the boards
of directors of the CICA and ICAI before coming into effect.
Under the MOU, an ICAI member who holds a recognized
university degree will be eligible to become a Canadian CA by

passing the Canadian uniform evaluation (UFE) and meeting
the profession’s experience requirements. Individuals holding a Canadian CA designation will be eligible to become an
ICAI member by passing the ICAI’s examinations in corporate
and allied laws and tax. Access to audit rights is not included
in the MOU. The provincial institutes/ordre and Institute of
Chartered Accountants of Bermuda will individually determine what additional requirements are needed for licensure.
“It is important to forge closer links with our CA colleagues in India with that country emerging as a significant
presence in the global marketplace,” said Kevin Dancey, CICA
president and CEO. “The Canadian CA profession has considerable expertise in determining substantial equivalency
of foreign qualifications in a manner that is fair, consistent,
transparent and timely.”

CICA President & CEO Kevin Dancey; ICAI Toronto Chapter Chairman Rajneesh Sapra; ICAI Toronto
Chapter Past-Chairman Asger Khambati; and CICA Vice-President, Education, Tim Forristal at the
signing of the MOU between CICA and ICAI
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Enhanced member support for changing standards to continue through 2011
The CICA will continue to provide a robust program of
support to help members and the larger business community
adapt to new financial reporting and auditing standards.
International financial reporting standards (IFRS) and
new accounting standards for private enterprises (ASPE) are
in effect for fiscal years beginning on or after January 1, 2011
— marking a new era in financial reporting.
“CICA has played a leadership role in helping entities
prepare for the adoption of the new standards,” says Gord
Beal, project leader for the CICA’s implementation support
strategy for new accounting and auditing standards. “We
made the transition to new standards a top priority in the
lead up to the changeover dates and ramped up our support
to members. It has become clear that the job is far from over.
We are committed to responding to emerging needs through
the next critical phases of implementation and, in the case of
IFRS, in anticipation of the changes still to come.”
Beal says stakeholder communication and establishing
sustainable processes are two prime considerations for organizations adopting new accounting standards. “Externally,
communicating with stakeholders is the key piece right now.
It is important to help users of financial statements understand how the new standards affect the way the company’s
financial information is presented. Internally, sustainability
is the key. Any temporary measures that may have been put
in place in order to meet the adoption timetable should be replaced with processes that will carry the company into the
future.”
IFRS adopters are anticipating they will be managing
change for the next several years, with significant changes in
the standards on the horizon. Eight new IFRSs are expected

to be issued in the coming year, bringing significant changes
to financial reporting, including how companies recognize
revenue, account for financial instruments and record leases.
Most companies adopting ASPE look forward to simplified reporting; the new standards recognize that many private enterprises are limited in their capacity to apply complex accounting standards and have different needs than
public companies, with the primary users of their financial
statements being owners, managers and lenders, rather than
equity investors.
“The expectation that ASPE will require fewer resources
and less time is very reasonable — in due course,” says Beal.
“In the initial year though, it is important to take time to
gain a strong understanding of the standards, consider the
available options and alternatives and make the required
changes to processes and systems.”
IFRS and ASPE adopters, indeed all entities that require
audited financial statements, are also reckoning with new
Canadian auditing standards. CAS is in effect for audits of all
financial statements for periods ending on or after December
14, 2010, and apply to audits of large and small corporations,
public and private, public sector and even not-for-profit organizations regardless of the accounting framework that is
applied.
“Auditors will obviously feel the changes the most,” says
Beal, “but audit clients, audit committee members and board
directors must understand how the new standards will affect
them as well.”
A wide range of resources and learning opportunities regarding IFRS, ASPE and CAS are available on the CICA’s Canadian Standards in Transition website: www.cica.ca/transition.

It’s here
New editioN

Practitioner’s
income tax act 2011, 39th edition
david M. SherMaN, LL.B., LL.M.
Print
order # 983492-66899 $108
Softcover March 2011 978-0-7798-3492-1
Print + Cd-roM
order # 983493-66899 $131
978-0-7798-3493-8
Shipping and handling are extra. Prices subject to change without
notice and subject to applicable taxes.

Get david Sherman’s invaluable commentary on the latest
case law and Cra developments, current to February 2011.
sPecial bonus offers – details at www.carswell.com/pita
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Standards digest

Want to be kept informed? Log on to www.cica.ca/stds-subscribe

RECENTLY ISSUED PRONOUNCEMENTS
CICA Handbook – Accounting

Date issued†

Amendments to Preface and Introductions to Parts I, II and III

March 2011

The Conceptual Framework for Financial Reporting (Part I)

January 2011

Amendments to IFRS 1 regarding Severe Hyperinflation and
Removal of Fixed Assets for First-time Adopters (Part I)

March 2011

Amendments to IFRS 7 regarding Disclosures — Transfers
of Financial Assets (Part I)

January 2011

Amendments to IFRS 9 regarding the Fair Value Option
for Financial Liabilities (Part I)

March 2011

Amendments to IAS 12 regarding Deferred Tax: Recovery of
Underlying Assets (Part I)

March 2011

Amendments regarding First-time Adoption (Parts II & III)

February 2011

CICA Handbook – Assurance

Clarification of recent Handbook changes

April 2011

CICA Public Sector Accounting Handbook

Government Transfers, Section PS 3410

March 2011

RECENTLY ISSUED DOCUMENTS FOR COMMENT (to March 31, 2011)
Accounting

Comment deadline

EDI Hedge Accounting

March 9, 2011

EDI Financial Instruments: Impairment

April 1, 2011

EDI Offsetting Financial Assets and Financial Liabilities

April 28, 2011

Auditing and Assurance

EDI Assurance Engagements on Greenhouse Gas Statements

April 18, 2011

ITC Disclosures

April 11, 2011

ITC IAASB Strategy and Work Plan for 2012-2014

March 18, 2011

ITC Review Engagements

April 11, 2011

WATCH FOR
Documents for Comment

AASB proposals regarding Special Considerations in Auditing Complex
Financial Instruments
IASB proposals regarding Consolidation — Investment Companies;
Annual Improvements 2009-2011; Three-yearly Public Consultation
on Technical Agenda

Legend
ED – Exposure Draft
DII – IASB Draft Interpretation

EDI – ED based on IFRS/ISA
ITC – Invitation to Comment

RVI – IASB Request for Views

Refer to each Handbook pronouncement for the effective date and transitional provisions.
The information published above reflects best estimates at press time. Please visit our website
for the most recent information.
†
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News from the profession

Tax education program undergoes major redevelopment

a

fter more than two years of research, focus groups, consultation and analysis, CICA’s tax education program is getting
a makeover.
The project, which focuses on the implementation of recommendations made by the CICA Tax Education Task Force and
the re-engineering of CICA’s In-depth Tax course, is arguably
the most significant redevelopment project in decades for CICA
continuing education.
“We have a plan to restructure our In-depth Tax course to
reflect a competency-based approach, and deliver it at an appropriate pace for optimum learning using today’s learning technologies,” says Frank Colantonio, director, continuing education.
“It is the first step toward creating a ‘preferred future’ for CICA
tax education.”
That preferred future is made up of four main elements:
1. On-staff subject matter expertise.

2. A clear competency map for the tax community that is supported by major stakeholders and covers entry level through
mature-professional level.
3. A robust delivery system that features blended learning delivered through a variety of effective media by qualified individuals.
4. An appropriate assessment mechanism.
“Based on the recommendations of the Tax Education Task
Force report, we have a vision of what the new In-depth Tax program should look like. Now we need to do the work to make the
vision a reality,” says Vivian Leung, who will spearhead the project as CICA’s newly appointed program director, tax education.
“I am confident that once our job is complete, the newly designed
In-depth Tax program will better meet the needs of today’s tax
practitioners.”
The new CICA In-depth Tax course will be available in the
fall of 2012.
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P h o t o g r a p h y b y Pa u l O r e N S T e I N

This page, clockwise from top left: Kevin Dancey
(cica president and ceO) TrenT Henry (ernst & young),
Bill MacKinnOn (cica chair), Bill THOMas (KPMG)
and alan MacGiBBOn (Deloitte)

In December 2010, Kevin Dancey, president and CEO of the CICA,
hosted a round-table discussion with the CEOs of the top-seven accounting firms.
The discussion covered a wide range of topics of interest to the profession. Participants
included Chris Clark of PricewaterhouseCoopers, Keith Farlinger of BDO Canada,
Trent Henry of Ernst & Young, Alan MacGibbon of Deloitte, Phil Noble of Grant Thornton, Daryl Ritchie of Meyers Norris Penny and Bill Thomas of KPMG. Also present
was Bill MacKinnon, chairman of the CICA. Marcel Côté, regular columnist for CAmagazine and founding partner at SECOR Consulting in Montreal, was the moderator.
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THe bIGGeST ISSue IS GLobaLIzaTIoN...access to the profession
continues to be important...dealing with the millennial generation...
I worry the country is losing its identity...regulatory oversight...
Dancey: This discussion is a really good opportunity to find out
what the seven largest firms think about various issues. There
are a lot of changes and challenges in the profession right now.
The discussion will give the membership at large a good perspective on the issues facing the profession.
Côté: Let’s start with the major issues.
MacKinnon: Access to the profession continues to be important.
We need to attract the very best people, both in Canada and
abroad. Globalization will continue to affect our profession,
our brand. We have to deal with that in an appropriate, effective, efficient way. We will end up, sooner or later, having
to deal with the fact that we have three, or arguably four, accounting designations in Canada. We also need to have more
efficiency built into our training processes and regulatory
system. Right now our regulatory and oversight systems are
not very productive and, frankly, that’s not very fair to many
of our members.
Ritchie: I think the biggest issue is globalization and everything
else fits under that. It’s changing people, it’s changing where
they come from and where they go, and we’ve got a regulatory
system that was designed a long time ago. That’s going to be
one of the biggest hurdles Kevin [Dancey] is faced with: how do
we move forward into a shrinking world with the way we’re
structured in Canada?
Farlinger: I think the biggest issue is dealing with change that
seems to be coming more and more quickly. Dealing with the
millennial generation is also a big issue. We all have succession
issues in our practices, and the kind of practice we grew up in is
not acceptable to the millennial generation, so we have to figure
out how to keep the millennials in the practice. There is also the
question of access: we need to bring in different people to keep
the profession going strong.
MacGibbon: I agree on the talent issue completely. I think we
are in an environment where we’re dealing with multiple sets
of GAAP and governments that want more tax revenue. This
will put more stress on tax professionals, the accounting and
audit professionals. Having multiple sets of standards in a soft
economy puts extraordinary stress on the people in the profession. And how do you attract and build really competent professionals when it has become highly technical and you’ve got to
have the right skills to serve the clients? This brings up the millennials — they’re impatient and don’t want to spend 15 years to
get the experience, they want it in 18 months. I also worry that
the country is losing its identity and that we’re not playing a
22 CA magazine April 2011

big role on the world stage, and yet our profession is very mature,
very respected around the world. Are we as the CA profession
going to have a strong voice in that global environment?
Clark: In my mind, you have to start with the whole area of
people and our ability to attract them to the profession. We
need to attract the best and brightest and train them not just as
accountants, but as business advisers. Secondly, we have to make
sure we are providing the kind of financial information that
investors need to make their investment decisions. Otherwise,
we’re not going to be relevant as a profession. And my last point
has to do with the degree of regulatory oversight, which has the
potential to dramatically impact our ability to attract the best
and brightest.
Noble: We need to ensure our continued relevance to business
leaders in the assurance-related services we provide. It’s important to be seen as leaders in the business world in the broadest sense. We need to continue to attract the best of the best by
providing world-class training, efficient educational delivery
systems, and by providing tremendous career opportunities for
CAs. We have to be leaders in addressing the impact of globalization on the accounting profession.
Thomas: We need to attract new students and talent. We should
assess the relevance of the CICA, given the move to international
accounting standards. The increasing complexity of standards
challenges the reader’s understanding and potentially undermines the value of what the profession does. A tougher economic
climate, increased regulatory intervention and increased competition are challenging our clients to become more flexible
and responsive. Our clients tell us complexity is their greatest
challenge and they look to us to navigate this complex world. To
do this we need to attract high-quality people, people our clients
trust and who are capable of deep expertise with a global-local
perspective.
Henry: If you look at what’s being discussed in the European
Union Green Paper, the accounting and auditing professions are
under attack around the globe now. What will win the day is for
people in the profession to produce thought leadership. Again,
what’s going to make the difference is being able to access the best
and the brightest. Canada is probably punching above its weight
on the global stage right now, but it’s hard to see us continuing
to do so unless we’ve got the best and brightest.
Côté: Let’s talk about IFRS. How has it affected your firms?
Henry: Convergence of US GAAP and IFRS is a good thing. Real-

izing the goal of a single set of high-quality standards for use
around the world benefits the capital markets more broadly.
Côté: Since Canada is moving to IFRS before the US, does
that mean that in three or four years, when the US
gets around to adopting global standards, we’ll go through
another move? In hindsight, do you think this was the
right approach?
Farlinger: I think it’s good. It gives us a voice on the international stage. If we waited till the US came along, we wouldn’t
have that voice.
Noble: Moving to IFRS might prove very positive for financial
reporting in Canada, assuming the US finally adopts it in the
not-too-distant future. However, if the US backs away from IFRS,
the early move will end up being problematic for Canadian
companies.
Thomas: I don’t believe we moved to IFRS too soon. Canada will
be aligned with the rest of the globe, which helps to maintain
our solid positioning in the global marketplace. Furthermore,
the move to converge IFRS and US GAAP continues.
Côté: So we’re training the rest of the world to follow our
point of view?

MacGibbon: I don’t think it’s the rest of the world. Yes, we live
next to the US and we trade with the US, but it is not sustainable
to run at least three sets of accounting standards — a Canadian
GAAP, a US GAAP and IFRS — in a small country such as Canada.
So I think it’s a good thing that we put a stake in the ground.
Clark: It also comes down to where Canadian companies are
looking to raise capital, and for many of our clients it isn’t in
the US. Investors need a consistent measurement to compare
Canadian companies with other organizations that are competing for capital — organizations that could be in other parts
of the world, such as South America and Europe, and that are
using IFRS as their basis of accounting. To get that kind of comparability around the world, it didn’t make sense to stay with
Canadian GAAP.
Côté: So we had to move away from Canadian GAAP and
going to US GAAP would not have been a solution?
Henry: There were cracks we were going to have to deal with
anyway so we needed to move in a different direction. The only
question was whether it would be US GAAP or IFRS. I think
convergence will happen. I would just caution readers that it
is going to go on for four or five years. There are some very significant accounting matters on which the FASB and the IASB
do not fundamentally agree, whether it’s accounting for income
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We HeAr A LoT oF CoMPLAINTs FroM oUr CLIeNTs that they are going
to have to go through two conversions, the one they are doing now
and another four years down the road when Us GAAP and IFrs converge
taxes or financial instruments. Convergence is going to put a lot
of strain on our clients and on the profession as we go forward.
Hopefully, along with that, there will be a healthy debate about
what information is needed to help financial-statement users
make better decisions.
Clark: We do hear a lot of complaints from our clients that they’re
effectively going to have to go through two conversions — the
one they’re doing now and another three or four years down the
road when US GAAP and IFRS come together. Many of our larger
clients are saying, why didn’t the CICA wait?
MacGibbon: Chris [Clark], you’re so right. Back when the decisions were made, those clients didn’t want to go to US GAAP.
They wanted to go to IFRS.
Côté: How about private-entity GAAP?
Noble: It’s really too early to tell. Most privately held companies
are not focused on this transition yet, given the timeline for adoption. From a true implementation perspective, I believe it would
prove to be relatively smooth for preparers and therefore successful. How users will react will ultimately determine its success.
Thomas: The move is generally proceeding as planned and is
viewed in a positive light. We’re seeing similar types of conversion issues as with IFRS — some firms are doing well and others
are experiencing difficulties.
Dancey: At least the private-entity GAAP was based on existing Canadian GAAP. The transition challenge, the training
challenge, is not as significant for the private-entity GAAP as
it would have been if it had gone to IFRS or some IFRS-light for
all entities in Canada.
MacKinnon: This is another area where we’re punching above
our weight. We could actually have a worldwide standard when
we’re finished, so we should take a certain degree of pride in that.
Clark: One final point on IFRS: it is going to change how we as
Canadian firms operate in the global context. In the past, for
the most part, we interacted directly with the standard setters
— the Canadian Accounting Standards Board here in Canada.
Now it’s the IASB. We will all be involved with all our global
organizations in trying to determine how certain standards and
rules are applied within our organizations. We have to make
sure we’re doing this on a consistent basis around the world.
We are going to have an additional challenge here in Canada,
as a smaller country, to influence the US, the UK, Germany and
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our major European firms in how to respond to new standards
that are coming out within the IFRS context.
Côté: Let’s move to the profession. Will there be a global
accounting designation? And will there be an interim step
involving a North American designation?
MacGibbon: I don’t think we’ll have a global accounting designation. Hopefully we’ll have transportability, where we’ll have lots
of mutual recognition. Europe and the US aren’t going to agree
on much of anything, so common accounting designations are
going to be a long way down the road. Within North America, I
think just moving to a simple North American designation will
cause Canada to lose its voice because we’ll be absorbed into the
US. So I see that as a long way off.
Farlinger: And it doesn’t make sense right now with the different sets of GAAP, either.
Henry: I don’t think we’re anywhere close to talking about a
global designation, but we have a real opportunity to make sure
our Canadian-trained public accountants are relevant on a global
basis. There’s no doubt the CPAs would love to have a CPA designation in Canada. I think it starts within the confines of the
Canada-US arrangement.
Thomas: We should be looking to build global alliances and
reciprocity with leading professional bodies on a global basis.
The notion of a global accounting designation requires clarity
as to what this would entail and how differing business environments, etc., would be handled. With clarity would come
visibility as to the steps to be taken in recruiting, training, client education, and so on. In the long run, a global designation
could be a good thing because it would level the playing field
and make migration more attractive. There is an opportunity
for the CICA to take the lead in the conversation around a global
designation — a proactive rather than a reactive response.
Given the current US views and direction on IFRS and international auditing standards, a North American designation
may be difficult to accomplish. Even under a North American
IFRS and IAS regime, there are still some very profound differences between US and Canadian business, risk and regulatory
environments that would need to be understood and considered. Also, if you have a US CPA, it’s not difficult to acquire a
Canadian CA and vice versa. A North American designation
would seem unnecessary.
Noble: The profession in Canada should not be focusing on
alignment with a coming global designation. Rather, we should

be taking a leadership position in shaping what a global accounting designation should look like. As for a North American designation, once we obtain substantial convergence in accounting and
assurance standards, then the concept has merit to be explored.
Côté: So the national societies and designations are
here to stay, although there might be some portability from
one country to another?
MacKinnon: One of the ways to protect ourselves in Canada might
be to have a dual designation that is both a CA and a CPA. There
might be something to that effect coming down the line, I don’t
know. My guess is that the world is going to divide into CPAs
and CAs. It’s going to take a while but I think those are the two
surviving brands. One option is to have them both.
Clark: I tend to agree with Bill’s [Thomas] and Phil’s [Noble] comments. A harmonized North American designation doesn’t seem
likely nor does it seem to make sense at this point. That said, if
you use NAFTA as an analogy, and with the current talk about the
need to ensure the continued flow of goods and services across the
border, the need to focus on the reciprocal arrangement between
CAs and CPAs in Canada and the US is also highlighted. Aligned
with the way our clients’ businesses are evolving, we need to be
proactive and consider the international implications of reciprocity agreements. Compared with 10 years ago, an increasing

amount of our clients’ business is global. As a result, we are all
increasing the mobility of our people across borders to best serve
our clients with global operations. I don’t foresee the need for
countries’ regulatory bodies to enter into formal professional
licensure agreements anytime soon, but it would be in all of our
interests — both for our domestic firms and for our international
networks — that they start an active dialogue on this issue.
MacGibbon: I don’t think any of us want to see our brand disappear. If we sell it as a powerful brand, then whatever happens,
happens.
Dancey: This is actually an area I’m focusing on right now be
cause it’s important for us to take the right tactical directions.
There are a couple of possibilities. The first is to strongly encourage the Americans to work on mobility for CAs going to the US
and CPAs coming here. That means taking a regulatory focus,
because in the US you’ve got to deal with the state boards, which
is a very tough process. The second approach is to work really hard
on facilitating the process for Canadian CAs to get the CPA, which
isn’t that difficult anyway, and for CPAs to get the Canadian CA.
It would facilitate mobility if we drove hard to make it a cultural
matter — meaning that when you got your CA you almost automatically got your US CPA.
MacGibbon: I don’t disagree. Also, I don’t think we should lose
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YouNG New CAs want to have access to important and exciting
work right away. They want to have access to the leaders right away.
They want to be challenged, and they want immediate feedback
sight of the fact that a vast number of CAs in Canada are never
going to work in the US.
Côté: Let’s move on to talent. How attractive are you to
the millennial generation, and does attracting that generation
mean changing some of your ways of doing things?
MacGibbon: We know we’re very successful at attracting really
bright people, but if we want to have the pre-eminent brand in
the financial world, however you define that, we are competing
against the MBA and the legal profession. I’m afraid that to the
millennial generation, we might appear old-fashioned in our
entry and experience requirements. I think we have to challenge
how we are recruiting people from that generation and how we
are retaining them.
Henry: I think this generation, from my perspective, is more
focused on looking at the quality of experiences [it is] getting.
They want access to the best clients and experiences. They don’t
care whether they’re in Toronto or Vancouver — they want to
build their own brands and improve their résumés over time.
That’s what they’ve been taught in university. That’s how their
friends interact, how they communicate. They have access to
what’s going on in their world on a real-time basis. They’re further
ahead than we are in that regard and they constantly demand
better challenges. They want a lot of feedback very, very quickly.
They don’t want to be told what experiences they need — they
think they know what they need and they’re looking at organizations such as ours to provide great platforms. I think we do have
great platforms, so part of the challenge is for us to tell the story.
We operate on a global basis, we’ve got access to the best clients
in the world, and I think we have the global platforms, but we
have to tell the story better.
Côté: So, have you made it more interesting to the young,
to the new CAs coming into your firms?
Clark: I think we’ve done a better job than we used to, but I think
we can do a lot more. New CAs want to have access to important
and exciting work right away. They want to have access to the
leaders right away. They want to be challenged and they want
immediate feedback, and if they’re not getting that, they’re going
to move off to something else. I also think we can do a better job of
telling people where the CA designation can take them, as well as
its ability to open future doors. In the recruiting I’ve done lately,
some CICA statistics have been very helpful, such as the fact that
more than one in five of all C-suite positions in the ROB 1,000
are CAs. Those are very powerful statistics to use with graduating classes, who are seeking to become future business leaders.
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Farlinger: In my view, we’ve been very good at attracting the best
and brightest out of university. It’s interesting — if you look at
our employee surveys, you see they’re very happy in the first
year or two. We are challenging, there’s tons of learning to do.
But it gets dicey after that. And again, it was mentioned earlier
that they don’t want to put in the five years of working their way
up the ladder, of doing tasks they don’t really enjoy. They want
to do the fun stuff all the time and get Chris’s [Clark] or Trent’s
[Henry] job within three years. So that’s going to be the hard part.
And the other part is that one size doesn’t fit all. They all have
different ways and different needs, and we’re expected to meet
them. So it’s going to be very tricky. We’re going to have to be
very flexible, very adaptable. We have to talk to them a lot. They
like to have senior people talk to them.
Ritchie: I agree about the first few years. But in the past our business models have scared away some of these great people and we
need to ensure our business models fit for today and tomorrow.
Public practice is a great career, we just need to ensure it adapts
over time.
Clark: I want to come back to a point talked about earlier, which
is the increased focus on regulation within the profession. If what
is happening in Europe from a regulatory perspective starts to
take hold around the world, and the regulators say they don’t
like the multidisciplinary concept of professional services firms
or severely restrict the kinds of work we can do for our clients,
that will potentially have a major effect on our ability to attract
the best and the brightest. They won’t want to come in simply
to become accountants, they want more diverse experiences.
Henry: If I were a regulator, I would be very concerned about this
issue because if you’re really trying to attract the best and the
brightest in an era of globalization, you need people with diverse
backgrounds, but you also need people with diverse skills. These
multidisciplinary practices have really enhanced audit quality
overall. As the regulators go through this journey, I hope audit
quality is their focus.
Noble: Understanding and responding to the changing needs
and demands of the workforce is a leadership challenge that we
take very seriously. In my view, the young people entering our
firm don’t want to simply work; much more importantly, they
want to make a valuable contribution through their work. We’re
focused on ensuring we have an environment where our people
really can make a difference through their work.
Thomas: The number of candidates is declining, so demand currently outweighs the supply of newly qualified CAs. Many firms
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and businesses are left competing for people to fill important
roles in their organizations. This means the CA designation
is very marketable. The perception is that going to industry
will be easier and financially more beneficial — regardless of
the reality. Young professionals have more career alternatives
today, and they may have negative perceptions about the public
accounting profession and regulatory oversight. The challenge
for retention becomes making sure that recruits understand
that earning the CA designation, while a huge accomplishment,
is just the beginning and that learning and development will
continue to build.
Côté: How about work/life balance — giving women a year
so they can have a child, letting husbands leave at 5 p.m. so
they can pick the kids up at daycare. How are you doing
there? Would you say you are ready for this new generation?
Noble: It’s a business imperative that we engage people to do
their best work while recognizing and respecting the fact that
people have lives outside of work. We are very flexible in meeting the needs of our contributors.
Ritchie: Compared with where we were 15 years ago, we’ve come
a long way, but we’re not there.
Thomas: We’ve developed local women’s networks in many of our
offices as a way of providing additional
support for our female team members.
We have a large number of programs and
initiatives that favour work/life flexibility. The success of these programs depends on our people being able to stay on
track with career goals while pursuing
life interests.

partner classes for 2008 and 2009 and that number increased to
48% of the partner class for 2010. However, we still have a lot to do.
Henry: I think there are all kinds of arrangements, there are
flexible work arrangements in place. Are those perfect? No, but
I think some of the core infrastructure is in place. I am adamant
that we do better. There’s going to be a real demand for talent
as we go forward in Canada. The financial crisis has put even
more demands on us in this regard and made us realize we have
to do better, faster.
Farlinger: I think we should be talking about flexibility, not
work/life balance, because work/life balance is a very misused
term, especially in our practice. We have times in the year
when everybody has to work very, very hard and our people
know that and work with that. They actually thrive during
that period. But if, on the other hand, we give them time off
in downtimes, if we make time for them when their children
are sick, and so on — it’s that flexibility they want, much more
than work/life balance.
Clark: Our job, as Keith [Farlinger] just said, is to make sure we
provide the flexibility, but it’s more than just providing programs related to flexibility. The key is having a culture within
the organization that will reward people even if they’re working
in a different way.

MacGibbon: I would say we’re collectively
and individually working very hard on
that part of the agenda, balanced with
the service business we are in.
Côté: But there are no women here
now. It’s not that they’re not bright and
qualified, or hard workers. It’s that your
environment is probably not conducive
to accommodating their needs.
Thomas: Statistics show women often
have their first child between the ages
of 25 and 29, which coincides with the
manager and senior manager years —
a time when they should be preparing
for the partner track. Our retention programs need to address the conflict here.
We set targets in 2007 for the promotion
of women and visible minorities to partner. We have been successful: women and
visible minority men made up 40% of the
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We CANNot CHANGe WHAt HAppeNed 40 yeARS AGo, but we can
change what happens today and tomorrow. there is not much diversity
in our partner groups over 60, and that is a reflection of the past
Côté: Would you say you’re ahead of the lawyers in
providing an environment for women to develop themselves
professionally?

targets around the advancement of women. These targets do not
represent quotas but rather they are aspirational goals that will
be a measure of our success around how we’re advancing women
to leadership roles at the firm.

Henry: The stats clearly indicate that in Canada we are well ahead
of the legal profession in terms of representation of both women
and visible minorities.

MacGibbon: I feel a little differently. I think we do have a challenge retaining women as compared with white males.

Côté: At the partner level?

Clark: You may be speaking for yourself there. (Laughter.)

Henry: Absolutely.

MacGibbon: Well, I can only speak for myself. I think we do
lose women at a higher rate than men. Whether they opt out for
short periods or not, my concern is that we don’t attract women
as senior hires back into the business at the same rate as men.
In other words, when women move out of our profession, I don’t
know if we attract them back as easily. So, I’m not sure we’ve got
the picture straight yet. I think we’re making great progress but
I’m not convinced.

Ritchie: You’re right: if you look around this table today, there
are some things missing. We look in many ways like our profession did 30, 40 years ago, without much diversity. Which really
should not be too surprising as, except for Trent [Henry] and Bill
[Thomas], we are the graduates of 30 and 40 years ago. When you
look at the graduates now, it is about diversity and about today’s
youth wanting different things from their careers/lives. We cannot change what happened 40 years ago, but we can change what
happens today and tomorrow. At our firm we look at diversity in
age bands, and there is not much diversity in our partner group
over 60, and that is a reflection of the past. The firms and the profession did a really bad job of this 20 years ago; today I think we
are doing a much better job but we can do more. We can’t change
what happened 30 years ago but I know in our case you’re going
to see changes in the statistics in the future. We are trying hard
to make sure when we look at the over-60 partner group in 30
years’ time, it will show the diversity of today’s graduates. For
example, for our new partner admissions last year the ratio of
female to male was 48% to 52%. We don’t have quotas; we try
to create an environment that allows it to happen, not be forced.
Noble: We don’t have difficulty finding qualified women. The
fundamental challenge to our profession is understanding and
addressing the barriers that clearly exist for the advancement
of women. There are many women’s initiatives underway but I
don’t believe we have solved this yet.
Clark: I’ll make a distinction between retaining and advancing
women. We don’t have an issue retaining women. We have, I
think as a profession, an issue in advancing women to more senior
roles. I worry that if we don’t address it proactively, it will become
a critical business issue for the profession vis-à-vis the talent that
we draw from to lead our firms. To address this, at PwC we’re
focused on developing, mentoring and providing leadershipdevelopment opportunities to help our women advance at the
same rate as men to partnership and leadership roles within the
firm. We have also — like many of you, I’m sure — set tangible
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Henry: I think there’s a body of research out there right now
suggesting that the role of white males in this area is to advocate
for women. Referring to Chris’s [Clark] point, if we really want
women moving forward in organizations and taking on roles
such as chair or CEO, it’s in advocacy that white males have a
big role to play. I believe advocating for the best individuals and
understanding who they are will make us stronger, so we’re much
more focused on advocacy now. Most leading organizations have
good, strong mentoring programs in place. But I think advocacy
is going to be the key as we move forward.
MacKinnon: If you want to be in the senior ranks at a professional
services firm, you will be highly committed to your firm and
profession. My other point is that we will see much more senior
leadership positions held by women.
Henry: I think the research shows there’s no doubt that bias plays
a huge role in white men advancing in an organization. So, in our
organization we’ve had all our partners and executive directors
in the firm go through training on bias.
Côté: Sensitivity training?
Henry: It’s crucial that there be a strong awareness within each
of us about our biases. Just so there’s awareness out there. So,
you have to be a little more courageous in putting women into these roles. You’d probably make the same decisions with a
white man in place but if you really want women to advance,
they’ve got to get the same experiences and challenges and
you can’t judge people on style differences. So, I don’t necessarily

agree that all people are going to have exactly the same attributes.
I think if you’re really going to be a leading global organization,
you need to move beyond these biases and create a diverse leadership team that’s going to make the right decisions on a go-forward
basis, because that’s how you avoid group think. We learned a lot
of lessons in the financial crisis and I think that’s where we have
to go, but bias is a major factor in terms of where women stand
in organizations.
Côté: Women manage differently, a lot more cooperatively
as opposed to competitively.
Henry: I think there’s a danger in that comment too. In my view,
you have to recognize that there is bias in the cultures and in how
we make decisions. This table is made up of white men. If we’re all
looking at the same thing, some of us will have the same biases.
But we grew up in very different places in Canada and around the
world, so our biases aren’t all the same, either, but we try not to
generalize to say women are like this and men are like this. The
reality is we’ve got a very diverse population made up of visible
minorities, women and men. You’ve got to get beyond that bias
and look to substance. You’ve got to reward substance, not style.
MacGibbon: I really believe we need to help enable role models.
Women are going to stay and aspire to leadership if they have
women in leadership as role models. The same goes for visible
minorities, and in our own organization, I
worry most about visible minorities who
are women. It’s a lot harder to find the
role models who will allow them to say,
“I can aspire to that.” It’s a challenge and
I believe we really need to focus, as you
said, on getting past our biases and getting women in leadership roles to serve
as role models, and that will have a flywheel effect.

Côté: So should they take the UFE?
MacGibbon: We’ve got to find a way to welcome them.
Henry: I think you have to look at the world again. In Canada,
immigrants are going to drive our employee base for years to
come and we need to be more innovative and flexible in recognizing their talents. So I don’t think the system we will have
in 15 years will look like the one we have now. We will need to
have some type of accreditation system in Canada to deal with
Canadian tax laws and so on. But there’s no doubt we will have
to be more streamlined and show stronger recognition for the
credentials these people have. It’s not about making everybody
a CA but about providing better access and a more robust and
streamlined system.
Côté: Is there support in the profession for that?
Henry: If there’s going to be transformation overall, there has
to be a business challenge. The business challenge is coming so
it’s just a matter of whether we hit that ball.
Farlinger: I think we all need these pathways — this has been a
thread through this whole conversation. But we have to maintain the quality of the CA designation as well. Finding pathways
that maintain that high quality is going to be very important.

Côté: That brings me to the next issue,
which is the new pathway to the
profession and attracting people from
abroad — India, for example. Does
anyone want to comment on that?
MacGibbon: Using India as an example,
there are a billion people there. I was in
India when Jean Charest spoke at Canada
House and tried to create an easy system
to get your Canadian citizenship from
India if you were coming to university
in Quebec. He used a line that I thought
was wonderful: “Will you share your economic advantage with us? Your economic
advantage is that you have a billion people
and we have 30 million. Will you share
some with us?” Now, the accounting profession is more than 100 years old in India,
so it’s not exactly a new business.
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We HAve A LARGe nUMBeR OF CAs In SenIOR pOSItIOnS in the C-suite
in industry, so I think we’ve shown that our platform creates business
leaders across a broad spectrum. We have to keep that vision out there
Côté: But that is often used as an argument for maintaining
the status quo. Sometimes you have to take a chance.
Clark: I’ll pick up on what Keith [Farlinger] was saying. If you
take a picture of our starting class today and compare it with
one from 10 or 15 years ago, you will see they are vastly different.
And looking at the demographics of the future, we just have to
find a way to create these different pathways for them to arrive
at their CA. Also, we’ve got to get past the bias that we’ve done
it a certain way for 20 years so we should just keep doing it that
way rather than being innovative to arrive at a solution.
Côté: Would you say that competitors for talent such
as the MBA are better equipped than the CA in attracting
talent from abroad?
MacGibbon: I think it’s two different models of attraction. For
us, the pathway is so important because if the primary model
for getting your CA is through us, we have a limited number
we could actually produce, and we’re biased toward producing
them with audit and tax backgrounds before they move into
other things. So the real question is, what do we want the CA
designation to achieve? Is the designation what it was when we
became CAs or is it something different? If we look at our jobs
today, we don’t do what we learned way back then.
Henry: I struggle with this question a little bit. You can’t compare an MBA to a CA. First, we’re a regulated business in Canada
and around the world now. The MBAs aren’t regulated, so what
is an MBA? There are many different types. So you have to ask
whether being a regulated profession is a competitive advantage
or a disadvantage. It’s probably a disadvantage for recruiting
talent.
Côté: From abroad?
Henry: From abroad, exactly, because of the constraints.
Dancey: I wasn’t going to make a comment on the particular
pathways, but I think it is important. If you went back 10, 15
years, we always viewed the CA as a platform for a career as a
professional accountant in a heavily regulated business. I think
that today, the CA is regarded as a platform for a career in business, and as a subset, maybe as a professional accountant in a
regulated business. We have a large number of CAs in senior
positions in the C-suite in industry, so I think we have shown
that our platform creates business leaders across a broad spectrum. We’ve just got to keep making sure that vision of the
CA is out there because our competition is made up of MBAs

and law degrees as platforms for careers in business. We’ve
got to make sure we’ve got the right pathways to get into the
profession as well.
Côté: My point was that it is good for Canadians to have
competitive pathways, but if you are in India and planning
to come to Canada, is the CA a competitive pathway to
get into the C-suite?
Ritchie: That goes back to the idea of improvement. We need
our members to understand that the world is changing and that
we can’t just stay the way we were. I think it’s a matter of who
gets in there first, because others will. And if other groups get
in there, whether it’s other accounting designations or MBAs
or anybody else, we may not need more CAs because CAs might
simply be people who do audits at accounting firms. That’s my
biggest fear.
Clark: I think the value proposition that we’re trying to create
is the same whether a person is coming from India or Europe
or Canada or wherever. The question is, is the profession able to
give the right training, development and experience that will
allow that person to either stay within the profession or move
into industry and seek other career options?
Côté: Let’s take the example of a bright young woman from
India who wants to go into a global business career and
who can either take an MBA at Schulich [York University] or
McGill or go for a CA in Canada. If she’s in India, how does
she do her CA in Canada? And if she enters the MBA in
Canada, she is lost to your pathway, your platform. How do
you make your platform attractive at a global level?
Dancey: We’re actually very close to a memorandum of understanding with India that we hope to complete in the first half of
2011 (see News from the profession, p. 16). It’s been a long journey. But if it is completed, the route for an Indian CA to become
a Canadian CA would be simply to write the UFE. After that
memorandum is in place, we hope to continue working with
India to upgrade its programs so that we arrive at full mutual
recognition. If that happens, it will be a lot easier for an Indian
CA to become a Canadian CA than an MBA.
Farlinger: I think international standards have to help too. In
a few years, experienced CAs in India will be able to fit right
into our practices because we’re all using the same standards
and thinking the same things.
Côté: One final question. If there’s a young woman or man
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who is contemplating becoming a CA, what would you tell
that person?
Henry: To be fair, I wouldn’t say the CA profession is the right
answer for everybody. If that person is looking for access to the
business profession broadly, I think there is strong empirical
evidence showing we provide a great program and experiences
to develop the next generation of leaders. We have done that for
generations in Canada. The CA gives you mobility, it gives you
access to the world, and it has only improved with time. We’ve
never been in a better position to provide such a tremendous
business development opportunity.

Noble: I’d say the sky’s the limit. It begins with having an
opportunity to achieve a standard of professional excellence
unparalleled in industry and to get a bird’s eye view of business
in the broadest sense. I would talk about the opportunity to
work on interesting and challenging assignments with the best
talent and minds in the profession. I’d talk about the opportunities to coach and mentor other professionals and to develop
leadership capabilities. Of course, I’d talk about the camaraderie — the fun, the collaboration and the lifelong friends made
along the way. And finally, I would tell that person that what
we do matters.
Côté: Bill [MacKinnon], there are only 30 seconds left.

MacGibbon: I would say, if you love business and you want to
be in business and you want to understand business, there is
no better entry point than your CA. And I believe the best place
to launch a career is in one of our firms. If you have that on
your résumé and you have a CA on your résumé, the world is
your oyster.
Clark: It is about the exposure you get to different types and
sizes of business, as well as to different markets. It is about
the opportunity to see different things, experience different
cultures and to get experience in different industries, and different areas of our firms. The tremendous learning and development you get within the profession, even if it’s only for a few
years, allow you to grow and develop at a
different rate than you would otherwise
be able to do.
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Ritchie: I would talk about all the doors
that are open to CAs. I can’t think of a
better way to get into a profession, into
the world. And I’d make sure they understood all the opportunities they can get
with the firms and public practice. A
lot of young people don’t know that the
big firms can put them on assignments
around the world, which is important to
young people.
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Farlinger: I would tell my career story. I
think we could all tell a story about opportunities. As I remember it, you got bored
doing something and you looked around
and there was another opportunity in the
firm. There were always new challenges,
new people to meet. I think that’s the way
I would express it.

Dancey: Excellent. On behalf of the CICA, I would like to thank
Marcel [Côté] for facilitating this session. I would also like to
thank each of you for participating. I think it has been a great
session.

FRE

Thomas: Yes, working with diverse clients,
surrounded by highly competent team
members with deep expertise in a variety
of areas who are available for consultation
and available to help you develop personally — the development opportunities are
unparalleled.

MacKinnon: People should understand how great these seven
firms are. You will never see a higher standard of integrity. It is
unbelievable what you see every day. These people are just so ethical and full of integrity and they make the right decisions all the
time. That’s such a great grounding when you’re starting out in
business. We should never undersell it. This is a great profession,
full of extraordinary people.

Accountants can request a free, full copy at
ca.accountedge.com/freecopy
Read more about the AccountEdge story at acclivitysoftware.com
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public practice

By Lisa Zajko + Angeline Zioulas

A unified approach?
While governing bodies work to converge transfer pricing and
customs valuation, importers should work to mitigate the risks

chandise from related parties can face signif-

icant challenges because transfer pricing and customs valuation are governed by different rules and,
in many countries, enforced by different authorities. For
the same set of import transactions, there is an inherent contradiction that exists such that the income tax
authority, Canada Revenue Agency (CRA), has an interest in decreasing transfer prices to increase taxable income and corresponding taxes. In contrast, the customs
authority, Canada Border Services Agency (CBSA), has
an interest in increasing customs value, as this is the
base upon which customs duties and other import taxes (e.g. GST) are levied. These competing objectives, in
conjunction with the separate framework, rules and enforcement, have caused increasing frustration for com-
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panies engaged in global or crossborder transactions,
to the point where the Organization for Economic Cooperation and Development (OECD) and the World Customs Organization (WCO) have sponsored joint conferences to discuss the possibility and/or desirability
of converging transfer pricing and customs valuation.
The differences between transfer pricing and customs
valuation rules and enforcement; situations where common transfer pricing issues can create customs exposure;
and recommendations on how to mitigate transfer pricing and customs risk warrant a review.
Transfer pricing and customs valuation rules
Global transfer pricing standards are laid out in the OECD
Transfer Pricing Guidelines for Multinational Enterprises
and Tax Administrations. The OECD guidelines are meant
to assist member countries with securing an appropriate
tax base in each jurisdiction and to avoid double taxation.

gary clement
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ultinational corporations that import mer-

To evaluate the transfer prices used by associated enterprises, the
tax purposes as a valid customs value, and vice versa.
OECD guidelines focus on the application of the arm’s-length
Although some countries (such as Canada) have issued guidprinciple and provide guidance on the transfer pricing methods
ance on the application of the rules, the business community
has expressed concerns over the complexity of the rules, the
that can be used to demonstrate adherence to the arm’s-length
principle. These transfer pricing methods are categorized as
compliance burden associated therewith and the costs of applyeither traditional transaction methods or transactional profit
ing inconsistent standards and reporting to different governmethods. A previous version of the guidelines specified a hierment agencies. In response, the WCO and OECD held two joint
archy of transfer pricing methods, whereby the transactional
conferences, in 2006 and 2007, to understand the issues and
discuss them amongst customs and tax authorities as well as
profit methods were considered to be last resort methods to be
the business community. The main themes that emerged from
used only in cases where there was insufficient data or other
the conferences included the possibility of converging the two
information to rely on the traditional transaction methods.
sets of rules; exploring avenues to provide greater certainty for
However, recent revisions to the guidelines replace the hierarbusinesses through advanced pricing agreements (APA), joint
chy of transfer pricing methods (i.e., exceptionality) and stress
rulings, dispute resolution, etc.; increased information sharing
the most appropriate method for a particular case principle for
the selection of a transfer pricing method.
between tax and customs authorities; and exploring the potential
The determination of customs value for imported goods is govfor joint audits and compliance. Subsequent to the conferences,
erned by the Agreement on Implementation of Article VII of the
a focus group on transfer pricing was also set up, with delegates
General Agreement on Tariffs and Trade 1994, which is applicable
from the WTO, WCO, OECD, customs and tax administrations
to all WTO members. This WTO valuation agreement requires
and the private sector. The work of the focus group, in conjuncadherence to a uniform system of determining customs value
tion with the technical committee on customs valuation, is
based on a hierarchy of established methodologies. The most
ongoing. It is anticipated that as a result of the technical comcommon methodology is the transaction
value method, which provides for a value
From an enforcement perspective, there is significant
based on the selling price subject to certain adjustments. For related-party transactions, the rules seek to ensure that an arm’s- divergence even amongst the different tax and customs
length principle is achieved. Furthermore,
the transaction value method applies to administrations on how to regulate the requirements
these transactions only if the relationship of
mittee’s analysis of various case studies, certain instruments
the parties hasn’t influenced the selling price, as determined
will be issued to clarify the application of the rules based on
by examining the sale’s circumstances or by demonstrating that
the issues raised under the case studies, as well as certain best
the price closely approximates certain test values.
practices identified through submissions made by administraThe customs rules require an importer to examine the value
of each product and import transaction at the time of importations and stakeholders, including country submissions made by
tion. This is necessary given that duty rates vary based on the
Canada, the US, Australia and Korea.
particular product that is imported. Although the transfer pricing rules imply that a taxpayer’s transfer price should be set on
Transfer pricing and customs enforcement
a transaction-by-transaction basis, in practice, transfer pricing
From an enforcement perspective, there is significant divergence
rules are often applied using an aggregate approach. As such,
even amongst the different tax and customs administrations
on how to regulate the requirements.
while it is clear that the transfer pricing and customs rules both
During an income tax audit in Canada, auditors assess the
seek to justify an arm’s-length principle, the complexity arises
from the fact that both sets of rules have different methodologies
arm’s-length nature of a transfer price using the guidance providand mechanisms for accomplishing that goal, and each program
ed in Canadian tax legislation and the OECD guidelines. Tax auditors typically request and review transfer pricing documents
has at its root an opposite objective regarding the taxability of
to assess whether a taxpayer’s transfer pricing policies were
transactions. Furthermore, each taxing authority and/or customs administration may have a different interpretation on the
determined using a method that results in the most reliable apapplication of a particular methodology and/or how to achieve
plication of the arm’s-length standard. In many cases, tax aua price or value based on the arm’s-length principle.
ditors have agreed with a taxpayer’s selection of the transfer
In Canada, Information Circular 06-1, or Income Tax Transfer
pricing method but disagree with the application of the method.
Pricing and Customs (reproduced as Customs Departmental MemThis point can be illustrated by the fact that taxpayers and auditors normally determine an arm’s-length range with respect
orandum D13-3-6), has been issued to provide taxpayers with
information and guidance on the application of the rules. In
to a transfer price based on a sample of comparable companies,
particular, the document outlines key differences and similarigiving consideration to the functions performed, risks assumed
ties between the regimes, as well as a summary of the applicable
and assets employed by the related parties (notably, taxpayers
and auditors often disagree on this range of results). Where a
methodologies. Notably, the document clarifies that the CBSA
transfer pricing adjustment has been made by the taxpayer or
is not obliged to accept a transfer price determined for income
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the tax authority, the customs requirements should also be considered, given that the customs value of goods traded between
the related parties may also require a corresponding adjustment
to be filed with the customs authority.
During a Canadian customs audit, the administrative policy
is generally to accept a transfer price that has been determined
under one of the methods governed by the OECD guidelines,
or under an APA, as evidence that the relationship of the parties
has not influenced the price. However, there is also a focus on
examining all intercompany payment flows in order to ensure
that all adjustments to the price, as provided under the Customs
Act, have been made. In this regard, CBSA verifications routinely
examine payments such as royalties, R&D, management fees,
etc., for potential inclusion in the customs value of imported
goods. The most controversial issue in this respect has been the
issuance, in July 2009, of D13-4-13, entitled Post-Importation
Payments or Fees “Subsequent Proceeds,” which starts with the
presumption that all payments made to or for the benefit of
a vendor are required to be added to the price in determining
customs value whether or not the payment is in respect of
the goods or made as a condition of their sale. While this is a
fairly new policy, early indication is that regional verification
officers are reading very onerous and, in some cases, unreasonable requirements into the policy.
In terms of other enforcement issues, it is noteworthy that,
in Canada, the obligation to correct customs declarations ends
four years after the date that the goods have been accounted.
However, with respect to transfer pricing adjustments for income
tax purposes, the normal statute of limitations for a corporation,

either three or four years, is extended by an additional three years.
While exposed to different reassessment periods for customs and
transfer pricing audits, a taxpayer’s situation is further complicated by timing differences between CRA and CBSA audits. In
fact, once an adjustment is made for transfer pricing purposes,
the customs transactions affected may be statute-barred from
correction under the Customs Act.
Risks and mitigation steps
Tax administrations around the world, including the CRA, have
increased their focus on transfer pricing and there has been a
rise in transfer pricing disputes globally. In addition, the CBSA
actively conducts verifications based, entirely or in part, on the
proper determination of customs valuation, and related-party
transactions are generally a key focus area. Given the differences
in the transfer pricing and customs regimes, multinational
corporations should be mindful that customs issues relating to
transfer pricing are not disregarded. Careful planning can prevent tax issues and controversies in the future. Some potential
risk areas and steps to mitigate these risks include:
• Sufficiency of documentation
Documentation of transfer pricing policies will aid taxpayers
in defending the arm’s-length nature of their intercompany
pricing and will demonstrate that the transfer price should be
an acceptable base for determining customs value. Ensuring that
there is adequate documentation in place to support related-party
payment flows (e.g. royalties, management and administration
fees, buying commissions, etc.) will reduce the risk that such
payments will be required to be included in the customs value.
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• Securing a joint ruling or an APA
where an importer initiates its own review (internal or exterAn APA is an agreement between a taxpayer and a taxing aunal), there may be an avenue to correct identified issues on a gothority regarding an appropriate transfer pricing methodolforward basis only. Caution is warranted, however, as the policy
ogy for a particular intercompany transaction. In many cases,
requires that the importer had no prior reason to believe the error
taxpayers may be committed to an APA arrangement for transexisted, which is very subjective, and it specifies certain requirefer pricing methods that have an undesirable effect on the cusments about documenting the review and findings. Where an
toms valuation of imported goods. In general, the CBSA will acimporter-initiated review is conducted, and the above policy
cept a transfer pricing methodology agreed to under an APA.
is not applicable, the importer can disclose the issue under the
However, an APA price will not be accepted as a customs value
voluntary disclosure program in order to mitigate penalty and
until certain mandatory adjustments are made. In some jurisinterest exposures. If the subject goods are nondutiable and
dictions, such as the US, it is more common for the customs adthe GST owing is recoverable (referred to as “wash transactions”),
ministration to be involved in the APA process. Further, based
there may also be the potential to eliminate the penalties and
on consultations between the WCO and OECD, there appears
interest entirely under this program.
to be a global movement toward increasing certainty and, to
It is evident that the divergence of the transfer pricing and
the extent possible, convergence between the two systems. Accustoms objectives and rules leads to complexities in ensuring
cordingly, importers might consider involving the customs aucompliance for multinational organizations. While internationthority in the APA process with a view to providing a ruling
al governing bodies are continuing to work toward convergence
concerning the valuation of future importations and the dutiof these regimes, importers should undertake steps to mitigate
able status of certain payment flows. At a minimum, the parties
their risks and simplify the administration where feasible.
to an APA should include customs and trade analysis as part
of the intercompany pricing strategy.
Lisa Zajko is senior manager, indirect tax, with Deloitte in
• Transfer pricing adjustments or changes in policies
Vancouver. Angeline Zioulas is senior manager, transfer pricing,
with Deloitte in Vancouver
When a taxpayer’s transfer pricing policy involves targeting a specific arm’s-length profit margin, it is common that transfer pricTechnical editor: Jay Hutchison, tax managing partner, Canada, E&Y
ing adjustments are made during the year or at year end to achieve
projected financial results. Although the
purpose of such adjustments is to be compliant from a transfer pricing perspective
and to avoid income tax risk, they can
result in risk from a customs perspective.
If such adjustments are made or changes
in transfer pricing policy are contemplated, it is important to consider the impact
on customs value. Upward transfer pricing adjustments would likely result in
additional duty payments, taxes and interest, as applicable. However, a downward transfer pricing adjustment does
not have to be accepted by the customs
authority and consequently a refund of
duty should not be expected. Denying the
duty refund means the importer has been
Save Time and Money with
subject to double taxation (i.e., increased
Secure Electronic Bill Payment
income tax due to lowered transfer price,
whereas duties have already been levied
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on the higher price). Double taxation may
also result where multiple jurisdictions
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NFPO Audits

By Phil Cowperthwaite + Chi Ho Ng

No cause for panic
Forming a plan for NFPO audits under CAS and a few other
steps will help improve service to clients and reduce audit risks

standards (CAS)? The standards are effective

for audits of years ending after December 14, 2010.

The transition from the old standards may not be as
onerous as you might expect. To help with implementation there are a number of tips you can follow.
Read and understand the standards
The audit standards are not a sea change in audit practice.
The structure of the audit remains the same: engagementacceptance procedures followed by planning, risk assessment, response to identified risks, forming an opinion
and reporting. However, some requirements are phrased
differently from before, many allowing for greater audit
efficiencies. If you don’t read and understand the requirements, you may miss some or even perform unnecessary
procedures. As a result, your fee recoveries could suffer.
Comprised of 36 standards and 572 requirement para-
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graphs in more than 800 pages, CAS is a weighty tome.
That said, in the majority of small not-for-profit organization (NFPO) audits, several standards will likely not be
applicable (for example, standards dealing with reliance
on experts and internal auditors). In addition, many of the
requirements in standards that are relevant will probably
apply only infrequently (for example, those dealing with
special-purpose reporting frameworks and managementimposed scope limitations).
But you can only know which requirements are not
relevant to your NFPO audits if you read and understand
the standards. The good news is the CAS structure makes
this relatively easy. Open the book; pick a section; read
“CAS 300, Planning an Audit of Financial Statements.”
You might be surprised how understandable it is.
Implementation as an exercise in change management
CAS pertaining to NFPO audits is likely to provide a stable platform of standards for the foreseeable future. This
is the first time in many auditors’ careers that audit
standards are not expected to change to any appreciable extent over the next five to 10 years.
Investing time now will pay dividends in the
future. Auditors could take this opportunity to
treat the implementation of CAS as an exercise
in managing change as opposed to learning a
new skill. Specifically:
• appoint an implementation leader in your firm;
• figure out which standards and which requirements are relevant to your NFPO audits;
• take time to read the standards. You can do that
in manageable chunks over a number of weeks
if you start now;
• as you digest the standards, make a note of the
changes you need to make to your current audit
methods;
• inform everyone in your firm of the changes
required; and
• discuss the changes with your clients and colleagues now.
A bonus is that you will be able to use the
same change-management plan when you implement the new NFPO accounting standards, which
are effective January 1, 2012.

ryan snook
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re you ready to implement the Canadian audit

Talk with your clients now
• Who has the recognized authority to take responsibility for
CAS has some new and very specific communication requirethe financial statements you are auditing: management, the
ments; use these to your advantage. For example:
treasurer, the finance committee or the board of directors? Find
out in the planning phase of every audit who it is.
• CAS 210 — “Agreeing the Terms of Audit Engagements” requires
management to acknowledge its financial reporting responsibili• On what date does the identified responsible party intend to take
ties in every NFPO audit. The audit is premised on this acknowlresponsibility for this year’s financial statement being audited?
edgement. Make sure management knows what it has to bring
Once you have agreed on answers to those two questions with
to the table in order for you to do your audit. If you have a hand
your NFPO client, you will be in a position to plan your subsequent events procedures, the timing of a legal confirmation if
in drafting the financial statements, this may be an opportunity
applicable and getting the letter of representation signed by the
to explain to your client the safeguards you have put in place
right people. A little planning can help minimize last-minute
to protect your independence. Part of management’s financial
delays and disappointment at the end of the audit.
reporting responsibilities includes selection of an appropriate
financial reporting framework. For fiscal years beginning on
or after January 1, 2012, NFPOs must choose to adopt either the
Linking risk assessment with audit procedures
Every year many provincial institutes list, as the No. 1 auditor
new accounting standards for NFPOs as Canadian GAAP or IFRS,
shortcoming — or very near the top — the failure to document
with early adoption permitted for both. Consequently, you may
and link audit procedures with identification of areas of risk of
also wish to raise issues related to adoption of a new financial
material misstatement. This may be an opportunity for everyreporting framework with your client at this time.
• CAS 240 — “The Auditor’s Responsibilities Relating to Fraud”
one to take a critical look at file structure and see if it documents
and CAS 550 — “Related Parties” require you to ask very specific
the link in an efficient and effective manner. Specifically:
• Will an experienced colleague be easily able to find in your
questions of both management and board members in every
NFPO audit. Take a minute to make
a tailored checklist of what you need
Audits under CAS will probably look and feel quite similar
to ask client personnel in your NFPO
audit engagements; then ask away.
Remember, it is intended to be a two- to those carried out in the past. But you need to act now,
way conversation.
• CAS 265 — “Communicating Defi- talking to colleagues and clients at every opportunity
ciencies in Internal Control to Management and Those Charged with Governance” requires you to
file the risks of material misstatement you have identified at the
report all significant deficiencies in internal control in writassertion and financial-statement levels (CAS 315.25) and those
ing. CAS 260 — “Communicating with Those Charged with
you have classified as significant (CAS 315.27)? Have a look at the
Governance” requires you to report other matters important to
actual requirements. They are written very plainly.
the financial reporting process. Many NFPO clients respect your
• Will that colleague then be able to see the link that ties the audit
expertise and appreciate your suggestions. Use these sections to
procedures you think necessary to the assessed risks? If you have
your advantage as an opportunity for enhanced client service.
identified any risks of material misstatement and have not per• CAS 700 — “Forming an Audit Opinion and Reporting on
formed or documented audit procedures to address those risks,
Financial Statements” requires an audit report that is quite difyour audit is deficient. If you have performed procedures not
tied to a risk, you may have inadvertently over-audited. And in
ferent from the one we have used so far. At some point, go through
the new report with management. It might be interested, for
small NFPO audits, over-auditing can play havoc with recoveries.
example, in why the report, if it includes a scope limitation on
the completeness of donations received from the public that is
Summing up
common in many charitable organizations, may not fit on one
Implementation of CAS should not be cause for panic. Audits
page. Consider including the expected text of the scope limitaunder CAS will probably look and feel quite similar to those
carried out in the past. But you need to act now, form a plan of
tion in the engagement and audit-strategy letters that you issue at
the beginning of the audit to prevent surprises toward the end.
attack, talk to colleagues and, most of all, talk to clients at every
opportunity. This may be a chance to improve service to your
NFPO clients and to reduce your audit risk. Happy auditing.
Dating the independent auditor’s report
One thing that has changed considerably is the dating of the
independent auditor’s report, and some up-front planning could
Phil Cowperthwaite, FCA, is a partner of Toronto CA firm
Cowperthwaite Mehta and an IAASB member since 2006.
forestall a difficult situation. Under the old standards, our audit
Chi Ho Ng, CA, CPA(IL), MBA, is a principal of Auditing and
report is dated on substantial completion of fieldwork. The new
Assurance Standards at the CICA and is currently serving
CAS, however, states: “The auditor’s report shall be dated no earas president of a Legal Aid Ontario clinic
lier than ... those with the recognized authority have asserted
that they have taken responsibility for those statements” (CAS
Technical editor: Ron Salole, vice-president, Standards CICA
700.41). This requirement raises two issues:
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ASSURANCE

RISKS

By Yves Nadeau

No quick fix

A

key question for many organizations is who
is actually responsible for managing fraud

risk? Obviously, the managers in place are, but how
much responsibility belongs to players such as
internal auditors, external auditors and risk managers?
Reducing the risk of fraud requires the input of many
stakeholders within an enterprise. Each is a key player in
a process that must be organized and structured. And the
effectiveness of any activity involving many players may
be undermined unless responsibility is clearly defined
and communicated.
Who are the players and how can they be motivated
to take responsibility without distracting them from
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management’s strategic and organizational goals?
Gone are the days when management could claim that
external auditors were responsible for detecting fraud.
Although they may consider fraud risk within the scope
of their work, detecting fraud is not their primary responsibility; it is management’s responsibility. Management must develop and implement reliable and effective
internal control systems.
Internal auditors may also be asked to step in during
their assignments. The risk management group may be
required to look into fraud risk as well, especially if it has
been identified as one of the organization’s material risks.
Lastly, the financial compliance group (52-109 or SOX
certification) also has to consider fraud risk, specifically
the risk of financial fraud.

BAIBA BLACK

When it comes to managing fraud risk in an organization,
there’s no easy solution. It’s all about being on guard
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Types of fraud
Understanding the types of fraud that can arise is a prerequisite
to effective fraud management. Financial fraud comes to mind
first; but fraud is a much broader concept that can refer to corruption, theft of data, assets or personal information, forgery,
overbilling, fictitious invoices and the like.
How is it possible to protect an organization when so many
types of fraud can affect so many people? Who within an organization can make a difference when it comes to preventing
and detecting fraud?
When numerous players say they consider fraud risk in their
work, it might give the impression that risk is fully covered. Is
it? Is the coverage commensurate with management’s needs?
If it isn’t, the audit committee may be lulled into a false sense
of security.
In fact, fraud risk is often poorly understood and underdiscussed at audit committee meetings.

of fraud involve big organizations with strict internal controls
and policies. What’s more, according to statistics, most fraud is
committed internally by employees or managers. Fraud isn’t in
someone else’s backyard; it happens stealthily within the walls
of the organization.
Internal auditors in charge of convincing management that
fraud risk is a concern must persevere if they want to see their
recommendations pay off. Statistics show that the risks are real,
as French writer Nicolas Boileau noted, “Hurry slowly, without lapsing into gloom; rework what you’ve made 20 times on
the loom.”
Management vigilance
Although fraud must be prevented at many levels within an
organization, senior management must set the tone. It needs to
have an understanding of psychology, because the motives for
fraud are often personal: revenge, feeling exploited or feeling
a sense of injustice.
It’s important to work on the organization’s corporate culture,
ensure that employees are treated fairly, communicate openly

The internal auditor’s role
This situation is of great concern because isn’t the internal auditor supposed to keep the audit committee up to date on the matter? The interConsidering that an organization may lose 5% to 7%
nal auditor must persevere and periodically include fraud risk as an item on
of its revenue to fraud, the issue is surely worth studying,
meeting agendas.
The auditor may ask such questions
as has the organization compiled an particularly in a time of economic instability
itemized fraud risk inventory? Has the
organization identified its most significant fraud risks? Are
and implement employee-assistance and staff-leadership promechanisms in place to remedy these risks? Has the organizagrams to overcome employee negativity.
tion performed vulnerability analyses?
Types of fraud and the inherent risks must be thoroughly
Code of ethics
A code of ethics is essential. Drafting a standard code and postanalyzed. Internal audit is typically responsible for cataloguing
ing it on the company intranet is not enough. It should clearly
types of fraud and fraud risks, either by using fraud simulastate what is ethical for the organization and explain which
tion techniques (fraud scenarios) or performing vulnerability
behaviours are tolerated and acceptable, using examples. For
analyses.
instance, the code might put a reasonable price limit on supAnother strategy is to hold cross-sector management workplier gifts or define the behaviour expected by the organization.
shops to identify potential types of fraud, measure risks and
determine which prevention mechanisms to implement. To
Such concepts should not be left open to interpretation. The code
increase accountability for material risks, the risk manager could
of ethics should be substantiated with examples. Many organizations have even developed intranet capsules for employees.
present the risk he or she oversees to the audit committee and
And remember, employees must know who to ask if they
explain how he or she intends to limit that risk. Don’t underesare unsure about how to interpret the code of ethics. Posting
timate the time and energy needed to sensitize the organization
general interest questions and answers on the intranet is a
to fraud risk. Reminders are required to raise awareness among
managers affected by this risk.
sound practice. A clear code of ethics is a step in the right direcConsidering that an organization may lose 5% to 7% of its
tion, but it’s only the first step — it has to be communicated
revenue to fraud (according to the 2008 and 2010 Global Fraud
and enforced.
Constant reminders, posters and messages are also useful.
Study by the Association of Certified Fraud Examiners), the issue
An organization must ensure that employees are complying
is worth studying, particularly in a time of economic instability
with the code by performing spot audits. The internal audit
when headlines are brimming with corruption scandals and
function can play a role in this area.
influence peddling.
Management must also convey the company’s values, setting
It won’t happen to us
an example by its behaviour. How can an organization claim to
Interestingly, senior management, for the most part, often misinstill rules of ethics if its managers transgress those very rules?
takenly believes that its organization won’t fall prey to fraud,
Management’s tone will pave the way to success.
that it only happens to others. However, news-making cases
continued on page 47
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reporting

By David Malamed

Royal treatment
Certain industries are more susceptible to royalty fraud,
but investigating and proving it is a challenging process

T

he fraud was ingeniously simple — and
lucrative. A dozen young British adults, in-

cluding two 19-year-olds, contracted a US-based
company to promote, on Apple’s iTunes and

sara tyson

Amazon’s MP3 stores, about 20 songs they had allegedly
produced. The company was successful and the songs were
posted on the two popular online music sites.
The group then used stolen credit cards to download
their own songs about 6,000 times between January 2008
and June 2009. A percentage of the revenue, which has not
been released by the London Metropolitan Police Central
e-crime Unit, was turned over to the group as royalty
payments.
In December 2010, Lamar Johnson, 19, was the first of
the group to face conspiracy to defraud charges in court.

He pled guilty and admitted to downloading about a third
of the transactions. His sentence, five years in prison,
was a strong message that royalty fraud is being taken
seriously by the British legal system.
While that investigation was relatively straightforward, many royalty frauds are trickier to pursue. One
example is a dispute in the oil and gas industry that took
seven years to resolve.
In September 2010, a US federal judge ruled that KerrMcGee Oil and Gas Corp. of Houston had to pay almost
US$23 million in penalties for having defrauded the US
federal government out of royalties after a jury found it
guilty three years earlier of having submitted false royalty claims. The amount was triple the US$7.5 million
the jury had assessed.
At the trial, the jury found that Kerr-McGee had sold
its oil to Texon Corp. for below-market prices from 1999 to
2002 as part of an arrangement with
Texon to provide marketing services
and other incentives, The New York
Times reported.
The judge also awarded about US
$5.7 million under the government’s
qui tam, or whistle-blower program,
to Bobby Maxwell, the auditor who
brought forward the fraud allegations. Maxwell worked for the federal Minerals Management Service
(MMS), the Interior Department agency charged with regulating the oil industry and collecting royalties from
it. When Maxwell told MMS he believed Kerr-McGee was vastly underpaying royalties on the 57 oil leases
it held with the government, according to the Times, he was let go by the
agency, a move he charged was a clear
case of retaliation. Interestingly, MMS
“was implicated in the recent problems leading to the BP oil rig explosion
in the Gulf of Mexico.”
The Times noted that a 2007 report
by the Interior Department had found
that “the Maxwell case was part of a
CA magazine
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troubling culture of management problems at [MMS], in which
it’s mostly people with good credit who are coming in.”
officials had overlooked evidence of abuses or fraud by oil comUnconvinced, the forensic accountants proposed a simple
panies.”
sting operation. On several occasions groups of two to six customReporting royalties in the oil and gas industry is not necessarers employed by the forensic team ate at the restaurant at lunch
or dinnertime. After the bill came to the table, one customer
ily a straightforward process at the best of times. “Royalties can
went to the washroom and took a time-stamped photograph
be denied in a few ways,” says Mick Winter, author of Peak Oil
of the bill. The customers then paid the bill in cash and, after
Prep. “Oil and gas producers [can report] lower levels than they
returning to the team’s office, signed statements that the copy
produce in order to circumvent paying the royalties. Inflating
of the bill, which had now been downloaded and printed, was
production expenses is another way they scheme to avoid paya true copy of what the waiter had presented them.
ing royalties.”
When the forensic accountants subsequently examined the
In fact, royalty fraud is often a challenging process to invesrestaurant’s receipts for the days when the undercover patrons
tigate and prove, no matter what type of industry is involved.
had eaten at the franchise, 25% to 35% of the group’s receipts
It is also an area that receives limited attention in the corporate
were missing. This information was eventually used to help
world or in the media (except when a case has some resonance
terminate the contract with the franchisee.
with the public, such as the downloading music scam).
A somewhat similar, and most effective, investigative tool
At the same time, it’s an enormous problem — one recent
used to expose unreported cash sales is a process known as
case in Canada involved $50 million in royalty fees owed to
a government agency by a private business using a governinvigilation. This is an opposite approach to employing underment facility — and often complex. The latter is caused by the
cover work. It involves telling a suspected fraudster that for
a specific period of time a group of observers will be on the
difficulty in determining if an alleged underpayment of royalties is the result of fraud or just bad bookkeeping.
premises to ensure that all transactions are accurately recorded.
Even if a company suspects it is being
deliberately cheated out of royalty payProving the books are cooked can be assessed by
ments, it can be reluctant to initiate a
fraud investigation for fear of damaging
a business relationship with the suspect- analyzing the documents. One method is to take a
ed fraudster. This is particularly the case
complete extract of the sales and look for anomalies
in the franchise world.
It’s no secret in franchising that some
franchisees fail to report all their sales to the franchisor. They
One such case occurred in the US when a franchisor was
often argue that the financial relationship is far too tilted in
certain the franchisee was paying his staff at a popular bar with
favour of the latter, so if they want to survive they have no choice
cash skimmed from sales. He retained a forensic accountant to
determine the average reported revenue for a four-week period
but to under report. Whether true or not, they are legally contracted to provide accurate revenue numbers.
leading up to the date of a week-long invigilation and a four-week
Proving the books are cooked can be done by critically analyzperiod following it. During the invigilation the staff, knowing
they were being carefully watched, dutifully recorded all cash
ing the documents. One method is to take a complete extract of
the sales and search for anomalies. This involves examining the
sales. When the analysis of the nine-week period was completed
opening and closing of inventory, what was purchased between
there was a significant, and telling, spike in sales for the one
week when the invigilation had taken place.
those points, and conducting a financial projection to see if what
When confronted with the results of the investigation, the
is being reported makes business sense.
franchisee admitted what he had been doing. He had a large
Another is to look for missing sales receipts. Most sales logged
number of undocumented workers and had begun the scheme
in a computerized system are sequentially numbered, so if there
as a way of helping them out. The franchisor, who thought the
are numerical gaps it may suggest something is missing. A combusiness was being run well except for the deception, agreed to
mon ruse is for a franchisee to void a percentage of actual sales
to reduce the amount of recorded revenue. A few voids a week
continue the relationship on a probationary basis and negotiated
can be explained as falling under normal business occurrences.
a partial repayment plan with the franchisee.
But a high number of voids could be a red flag that something
Perhaps the most common scam perpetrated by franchisees is
is not right.
the purchasing of supplies from sources other than the franchisor.
Occasionally forensic accountants employ creative ways to
A primary reason for this, franchises say, is because of the high
prove under-reported sales. One example occurred some years
cost levied by the franchisor for supplies that could be purchased
ago when a restaurant franchisor suspected a new franchise
cheaper from discount retailers. Rather than using their buying
owner was not being truthful about sales. Although its credit
power to offer franchisees reduced rates for supplies, many charge
card and bank-card sales were consistent with those of previous
more. Some franchisees have also discovered that corporateowned stores pay less than they do for the same supplies.
years, its cash sales were down about 30% from what the previIf a franchisee can purchase supplies off the books it can use
ous franchisee had been recording. “Business has been slow,”
that to help under report revenue convincingly. One method
the franchisee claimed when asked about his numbers. “I guess
46 CA magazine
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franchisors apply to assess whether sales are reported accurately
is to look at how much supply is ordered. In the food business,
for example, the amount of flour or food mix ordered indicates
how much product is being cooked and, ultimately, sold. If the
franchisee can obtain a percentage of that product from sources
other than the franchisor, the books will seem accurate when,
in fact, they are not.
Although industries such as the entertainment business, oil
and gas and franchising tend to be more susceptible to royalty
fraud, the problem can occur in others. In the vehicle-rental business, for example, the dispute might focus on what components
of the business royalties must paid on. Should they be paid on
only the revenue achieved from renting the vehicles, or should
they include insurance fees, car seats, GPS devices and other
add-ons?
The answer is in the parties’ agreement, a document not
always read in detail or understood by one or more of the players.
No royalty investigation should begin without the agreement
being studied clause by clause. Increasingly, these documents
are becoming more complex. That can result in genuine mistakes
made by either side; it can also be an excuse for deliberate misinterpretation of the conditions set out in the paperwork. “I had
no idea this wasn’t allowed,” one person who deliberately under
reported royalties said. “The agreement was so hard to follow.”
Any royalty holder needs to have negotiated a clearly written
agreement allowing the holder to audit the royalty payer’s books.
Ideally, the agreement should permit random audits, not just
those on an agreed-to schedule. Random audits in general are one
of the greatest fraud deterrents. If a fraudster knows his or her

books can be examined without notice (as long as the process is
conducted in a reasonable manner that doesn’t impinge on the
business negatively) it can have a sobering and positive impact
on the person’s honesty.
Random audits will not necessarily (although they may)
expose a second set of books, which is how some fraudsters cover
up wrongdoings. In many cases the existence of a second set of
books is uncovered during interviews with staff at the company
being audited. It’s unusual for just one person to know of, and
be complicit in, such an undertaking. It’s hard to keep such a
practice a secret. The more junior the accomplice the greater the
chance the person will tell the truth, especially if reminded of the
consequences of lying. Critical for the forensic accountant doing
the interviews is to ask if a second set exists. Even if the question
is part of a fishing expedition it’s worth putting on the table.
Before commencing the audit the forensic accountant should
also understand the industry in question. Too often, accountants
focus on the agreement itself and fail to educate themselves on
the way the industry operates and how agreements are enacted
in practice and not just in theory.
Whether a client wants to call it a fraud investigation or just
a review, the key to this kind of assignment is to know how payments are supposed to be recorded and every possible trick or
mistake that can result in underpayments. In other words, give
every file the royal treatment.

Assurance

whistleblowing. This process within any organization should
therefore be flawless.
How often have audit committees said that there was no whistleblowing in the last quarter? Although many organizations
may see this as a healthy state of affairs, it may be the opposite.
Employees often refrain from whistleblowing because they do not
believe their anonymity will be assured or they feel threatened
or intimidated. Often, this ethical recourse is managed internally, which is an effective way to keep informants quiet.
Taking time to properly assess a company’s whistleblowing
process is vital. Outsourcing it to a neutral and independent
party is another way to go and there could be surprises in store
for many organizations.
Organizations hold a false sense of security when it comes
to managing fraud risk, and no organization can claim to be
immune. Thought should be put into clearly defining and understanding this risk. Fraud awareness should be raised within an
organization and appropriate safeguards should be implemented.
Unfortunately, there is no quick and easy fix for fraud. It’s
best to be on your guard. After all, can your organization afford
to lose 5% to 7% of its revenue?

continued from page 44

Sound internal control systems
Preventing fraud also means communicating clear policies and
procedures and setting up internal control systems, which are
an excellent way to keep fraudsters at bay.
In today’s economic climate, organizations are cutting costs
by downsizing or reorganizing, neglecting certain internal controls in the process. There should be a sharp focus on segregation
of duties in any organizational change, because a deficiency in
this area can often be the source of fraud.
Although management is the chief watchdog over internal
controls, the internal auditor, who has expertise in the area, is a
key player. There’s nothing like an internal audit in a sensitive or
vulnerable sector to keep everyone on their toes. Internal audit
techniques have grown more sophisticated. Many are automated
and can detect patterns of fraud. These high-performance tools
can process a large volume of data in next to no time.
Whistleblowing
The ultimate fraud fighter, the most effective weapon in the
arsenal is whistleblowing. It’s still the best way to detect fraud
within an organization. According to the 2008 and 2010 Global Fraud Study, almost half of all fraud was detected through

David Malamed, CA·IFA, CPA, CFF, CFE, CFI, is a partner in
forensic accounting at Grant Thornton LLP in Toronto. He is also
CAmagazine’s technical editor for Fraud

Yves Nadeau, CA, CPA, is partner, assurance and risk
management group, with RSM Richter Chamberland in Montreal.
He is also CAmagazine’s technical editor for Assurance
CA magazine

April 2011 47

Professional directory

AMBIT

ART +
SCIENCE
Ambit is an executive search firm specializing in finance
and accounting professionals. We have a proven track
record of providing highly personalized service to Canada’s
leading companies.
At Ambit, we’ve perfected the subtle art and science of
matching the right person with the right position.
Learn more about us

+ 416.703.5050

AMBIT SEARCH

36 Toronto Street, Suite 1160
Toronto ON M5C 2C5
www.ambitsearch.com

CATHY LOGUE, JOANNE ELEK & SHERIZA PERABTANI

CA Mag Ad:Layout 1

Master of Financial Accountability
Get ready for a tough new world of leadership and governance.
Learn to manage risk and transform business practices with
new knowledge that complements your existing skills.
Executive-style, part-time format focuses on:
• Corporate ethics • Regulatory requirements & legislative standards
• Effective information systems
•
Transparency in reporting
Get more details and an invitation to an info session - mfac@yorku.ca

www.yorku.ca/mfac

11/30/10

5:49 PM

Page 1

Your Career. Your Way.
CONTRACT I SEARCH
Register at

www.lannick.com

or call 1-877-859 - 0444
meeting your finance and
accounting career goals for
more than 25 years

Kevin Brockie, CA
Director, Lannick Recruitment
Finance & Accounting

T O R O N T O . M I S S I S S A U G A . N O R T H Y O R K . O T TAWA

48 CA magazine

April 2011

Professional directory

1% training

OBLIGATION (Quebec)
•
•
•
•

Tired of paying all or part of the 1% ?
Will your back-up survive an audit ?
Prior years internal verifications
Pay Equity Compliance

Let us introduce you
to your next career move
www.inteqna.com

Tel: (514) 484-5160
Fax: (514) 484-5453
E-mail: info@liwconsultants.ca
www.liwconsultants.ca

RECRUITMENT SPECIALISTS IN
TORONTO, CALGARY, VANCOUVER
& EDMONTON

US TAX SERVICES
For all your US tax needs
• U.S. and Cross-Border Tax Planning
• U.S. Tax return Preparation
• Individuals and Businesses
• Authorized Acceptance Agent for IRS

Laurie Zon, CA, CPA (IL)
Telephone: 416-490-9898
www.us-taxservices.com

1137 Centre Street, Suite 301
Thornhill, Ontario, L4J 3M6

us tax services.indd 3

Untitled-2 1

12/2/2010 3:43:32 PM

Acquiring exceptional
talent for over
25 years

10/24/2005 11:26:38 AM

252 Pall Mall St, Suite 203
London, Ontario N6A 5P6
Ph: 519-673-3463
Fax: 519-673-4748
Member of the Waterhouse Executive
Search Partners and the Association of
Executive Search Consultants (AESC)

36 Toronto St., Suite 850
Toronto, Ontario M5C 2C5
Ph: 416-847-0036

CAMAGAZINEADLIFTAD.pdf 30/09/2010 5:50:25 PM

C

M

Y

CM

T h e L a r k i n G ro u p
E x e c u t i v e

s e a r c h

MY

CY

CMY

K

Susan Larkin, CA,

MBA

2275 Upper Middle Rd. E., Suite 101 Oakville ON L6H 0C3
T : 905.491.6806 E : susan@larkingroup.ca
www.larkingroup.ca

CA magazine

April 2011

49

Professional directory
Your business card
would fit perfectly here...

Rod K. Tanaka, C.A.

Tanaka Associates
Executive Search Inc.

120 Adelaide Street West, Suite 2500
Toronto, Canada M5H 1T1
Tel: (416) 410-8262
Confidential fax: (416) 777-6720
E-mal: tanaka@sympatico.ca

For more information contact: Darcey Romeo at 416.204.3257 or
darcey.romeo@cica.ca

COMPLETE SR&ED CLAIM
PREPARATION SERVICES

FRANÇOYS BRUNET, CA — CONSULTING FIRM

U.S. and International Tax
Services:

Recover up to 65% of
experimental development costs

• U.S. and international tax consulting
• U.S. tax returns (individuals and corporations)
• International transaction consulting

MAXIMUM
EFFICIENT
USE OF
KNOWLEDGE

Resources: • Our team is composed of experienced tax advisors
• Our network is established in over 100 countries
630 RENÉ-LÉVESQUE BLVD. W., • SUITE 2895 • MONTREAL • QUEBEC • H3B 1S6
TELEPHONE: (514) 938-0663 • FAX: (514) 938-1695

Visit us at www.meuk.net
or contact David Sabina, C.A.
905-631-5600
dsabina@meuk.net

Free Assessments < 15 minutes
Claims often completed < 1 week
Fees typically < 20% of $ recovered

ATTEND AN UPCOMING
SR&ED WORKSHOP!
Details @ www.meuk .net

ME+U=Knowledge

MEUK bcard.indd 1

2/13/2007 3:07:00 PM

Visit our website
camagazine.com

@

WEB FEATURES News and exclusive items
Offer positions to over 77,000 CAs
Highly targeted advertising
Immediate matching resume database access

of interest to all accountants
WEB EXTRA Web-only articles, also
summarized in the print edition
ARCHIVES Hundreds of articles published in

For more information visit

the magazine since 1994

www.casource.com/advertising

The essential companion to
our print edition

50 CA magazine

April 2011

Classified advertising
ACCOUNTING SERVICES

and corporate tax returns, business

al). Best bookkeepers (professionally

exceptional client service. Please

advice. Fifteen years experience

trained) are also available to your

forward details of your practice to

IFRS Implementation - CA/MBA,

with different clients. New branch

clients. Contact: eacacan@gmail.com

accounting@firstleaside.com.

based in west GTA, with 20+ years

office in London, Ont. Telephone

of industry experience is available

(905)270-4467.

for freelance engagements includ-

PROFESSIONAL
OPPORTUNITIES

Accounting Practice Sales – Please
see our website at www.account

ing IFRS Implementation. If you re-

IFRS and Private Enterprise GAAP CA

quire an experienced professional to

in the GTA with over 25 years of expe-

Accounting Practice Sales Current

to sell your practice now? Sell

complement your current staff, con-

rience. Available for contract assign-

Listings:

your practice through Accounting

tact me. Per Diem, short or medium

ments including IFRS, PE GAAP and

Toronto, ON - $750,000

Practice Sales for a fixed price with-

term. See www.proclaimconsultants.

compliance. We address shortfalls in

Hamilton, ON - $164,900

out an earn-out deal that will carry

com or call Carl at (905) 815-5431.

staff competencies or staff comple-

Trois-Rivieres, Quebec - $425,000

on for years. After all, if you want-

ment. See www.glenidan.ca or call

Southwest of

ed to stay in practice, why sell out?

416-262-6649.

Lloydminster, AB - $645,000

BUYERS - registration with us is

Northeast Alberta - $840,000

simple and free via our website.

GTA area CA is available for per diem
engagements. Experienced in audit,

ingpracticesales.com. Are you ready

review and NTR working paper and

GTA area accountant is available for

Calgary, AB - $175,000

North America’s leader in Account-

financial statements preparation,

per-diem work. Competent in all phas-

Calgary, AB - $195,000

ing Practice Sales. Contact Brannon

including paperless environment,

es of public accounting for small and

Central Northern, AB - $145,000

Poe for a confidential discussion

corporate and personal tax returns.

medium-sized clientele. References

Lake Cowichan, BC - $75,000

at: 1-888-246-0974 or via email

Call now at (416)557-7537. References

available. Call 905-762-1667.

North Okanagan Valley - $150,000

poe@knology.net

Southern Interior, BC - $717,000 (Gross)

available upon request.
Toronto CA with 15+ years of ex-

Prince Albert, SK - $590,000

Professional Accountant/Financial

perience available for per diem as-

To view the most up to date listing

Divorce Advisor looking for per

signments. Highest quality working

information, please visit

Dufferin north of Finch - Toronto

diem short/long-term assignments.

paper preparation, helping to com-

www.accountingpracticesales.com

CA firm with several new offices

Specializing in working papers, au-

plete audit, review, compilation, and

dits, financial statements, personal

tax services (corporate and person-

Replying to a CAmagazine
Box Number ?
Box #
277 Wellington Street W
Toronto ON M5V 3H2

available. Ground floor, free parkExperienced CA looking to join a

ing and prestige meeting rooms. All

practice for succession planning,

inclusive or a-la-carte options. We

partnership or to acquire a prac-

have it all for you! Our collaboration

tice in the Durham Region or the

environment is unique. Turn-key

northeast GTA. Please respond to

and worry free. Rick 416-665-7735

durhamregionca@gmail.com.
Hwy 427/Burnhamthorpe, Toronto
North Toronto CA firm seeking a CA

Two sole practitioners nearing retire-

to join the firm, preferably with a

ment have two offices available for

block of accounts. Reply in confidence

young CAs. Will appeal to CAs looking

with resume to Box 702, CAmagazine.

for succession opportunities. Please
reply to Box 704, CAmagazine.

London Ontario CA Practice- seeks
buy in partner or other succession arrangements. Billings 8000

Fax us at

OFFICE SPACE

TRAINING

to 9000. Please reply to box 604,

Simply Accounting Training – Sage

CAmagazine.

Software approved & recommended
one-day training seminars presented

416 204.3409

Accounting Practices Wanted - We

across Canada. Each course worth

are a growing professional servic-

7.5 Verified C.E.C.’s. For more infor-

Send e-mail to

es firm (accounting and taxation,

mation, or to register, please visit:

wealth management) looking to add

www.AlanCohenCGA.com

advertising.camagazine

to our existing accounting practice

@cica.ca

and welcome any opportunities in
B.C., Alberta or Ontario. We offer

Please ensure that the

Box Number

is clearly indicated
on your envelope, fax or e-mail.

wEb dESIGN

flexible succession options allowing

Website Design – Do you need a

current owners to, at their discre-

website? Is your existing site in need

tion, remain involved in the prac-

of an upgrade? Do you lack the time

tice in an advisory capacity. We also

to develop and maintain your web-

offer a premium for practices that,

site? Do you want a professional site

like us, are run with integrity and

at an affordable price? Visit us at

share a commitment to providing

accountantswebdesign.ca

CA magazine

April 2011

51

O utlook

By M arcel côté

where economics and politics meet

Greed is bad

N

one of Wall Street’s titans sued journalist
Michael Lewis for defamation following the

release of his book The Big Short. Yet, Lewis accused
them of being corrupt, putting their own interests

gains, senior bank executives close their eyes to the abuse.
Furthermore, compensation packages structured around
big bonuses encourage traders to exploit their knowledge
of the market in their own interest, a clear conflict, well
documented during the subprime crisis.
US President Obama’s legislative overhaul, named
the Volker rule, was intended to restrict banks’ speculative investment with their capital. But the 2010 regulatory framework that came out of US Congress is full of
loopholes that allow Wall Street bankers to maintain
significant proprietary investments. The only change is
that speculation activities will move from subprimes to
new markets, where Wall Street access to privileged information will provide a competitive edge and the chance

ahead of their clients’ and not knowing their products,
in short, of excusing the inexcusable.
Wall Street toed the line, promised not to do it again and
pocketed government bailout money to rescue its funds
or those of its debtors. It started making money again,
and as soon as it paid back the government, went back to
high-stakes speculation. That the hard-to-control Wall
Street machine triggered the global recession, causing millions of job losses, is immaterial.
Wall Street is a constellation of
Active in the US, our financial institutions may well be
financial institutions that manage capital from all over the world.
tempted to emulate their Wall Street counterparts
But it is dominated by a few investment banks, including Goldman
Sachs, JP Morgan Chase, Citigroup, Bank of America,
to make considerable profits. Greed is still the dominatHSBC, Credit Suisse, UBS and Deutsche Bank. The coning value on Wall Street. Nothing’s been resolved. With
centration of financial power is best illustrated by the
the amount of speculative capital in play, we can expect
derivative market: less than 10 banks control 95% of this
another crisis, perhaps even worse than the one in 2008.
US$200-trillion market. Officially their main activities
Canadian banks avoided such excesses because their
investing strategies involved little proprietary trading.
consist of meeting the needs of clients, governments, large
enterprises and the financial sector, but a significant porBut there’s no guarantee they will continue with intermetion of their profit comes from investing their own capital
diation activities. Increasingly active in the US, our banks
on the financial market (proprietary trading).
may be tempted to emulate Wall Street counterparts.
A lesson must be learned from the meltdown of the
In the good years, investing their own capital was their
main source of profit. Their move into the subprime marUS financial system. Financial history repeats itself, with
ket between 2005 and 2008, as a result of that investment
excessive greed being the catalyst to economic crises.
strategy, was the cause of the bubble that led to the finanCanadian banks should limit their activities to financial crisis and the loss of hundreds of billions of dollars.
cial intermediation. Regulatory authorities should proThese investments are huge bets on economic and fihibit them from speculating on the markets with their
nancial conditions. In most transactions, bankers on
own capital. Our banks benefit from significant privileges,
both sides of the market are trading for themselves or for
such as deposit insurance and access to Bank of Canada
funding. In return, Ottawa could demand they use their
clients. Besides creating conflicts of interest between their
capital to meet their clients’ needs first.
investment activities and their fiduciary responsibility to
clients, these bets are also extremely risky.
In his book, Lewis describes the magnitude of the bets
Marcel Côté is founding partner at SECOR Consulting in
Montreal
Wall Street routinely takes. Blinded by potential financial
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Starwood Hotels &
Resorts
Lowest rates on Westin,
Sheraton and other
Starwood Hotels.

Dell
Save 7-12% off Dell’s current
best price including Dell
promotional prices.
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Hertz

Preferred pricing
on high-quality custom
frames for members.

Save 5-15% on daily,
weekly and monthly rates.

Loudring Wireless

Genesys

Save over $200 when
you buy a Blackberry
Smartphone with a plan
from Rogers.

Member rate of only 6 cents
a minute for tele- and/or
web-conferencing.

Wiley

Chase Paymentech

Save 35% off Wiley
publications when your
order from Wiley.ca

Preferred rates on
transaction processing and a
$200 signup rebate.

TrackItBack

Bose

Receive a 40% discount on
the retail price of ID labels
that offer 85% recovery on
lost items
(laptops, phones, etc.)

Receive a free Acoustic
Wave® connect kit for
iPod® ($124.99 value) with
the purchase of an Acoustic
Wave® music system II

Take advantage of these offers and more including CA
Research Plus, Microsoft, Pitney Bowes and VIA Rail
by visiting www.camembersavings.ca.

Those who
say There’s no
such Thing as
found money
have never
found money.
At Definitive, we’ve helped over 1,000 clients find hundreds of millions of dollars in
overpaid sales taxes. That’s hundreds of millions of dollars worth of found money in the
pockets (make that, bank accounts) of clients who have chosen us to review their sales tax
processes on a regular basis. They might be smaller than you. They might be bigger than
you. Either way, we helped them find money. And we can help you too.

Visit definitiveconsultingservices.com or call us at 905.829.8877 or
1.877.568.0488 for more information.

