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FROM THE EDITOR

You don’t look a day over 100!

The CA profession and its magazine have undergone many changes

since our first issue. Join us in a retrospective of the past century

our CAmagazine was born in 1911, 100 years ago in July. It’s no small thing,
Y acentenary. What was Canada like at the time of the magazine’s birth? It was a
world almost completely alien to people alive today. Can you imagine a time when
there were only 50,000 registered cars in a Canada with a population of 7.2 million
(there are about eight million cars today), and the primary mode of private transport
was the horse and buggy or cart? Cars
were a rarity considered so obnoxious
they were referred to as “stink wagons”
by some newspapers, and some laws re-
stricted them to no more than 8 mph.
Can youimagine a time when electric
power came on only at night, except
for one day of the week so housewives
could iron clothes? A time when only
12% of American homes had flush toi-
lets? In 1911, there were 246 chartered
accountants in the dominion, and
the pay scale ranged from $3 to $12.50
a week. There were no women CAs.
Evidently, a great deal of change
has occurred, changes that include the
introduction of income tax, the first
women in the profession, computer-
ization and the transition to interna-

tional financial reporting standards.
Our celebration of the magazine’s first
100 years is a kaleidoscopic presentation of the diverse changes to the profession
as recorded by your magazine and it begins on p. 28. We contracted writer Steve
Brearton to go through the magazine archives and select the fascinating, the fan-
tastic and the fabulous reports and opinions that have made the magazine the
premier source of information for accountants.

The information is organized by decades and an essay that summarizes is-
sues that were and are relevant to the profession. We hope you will enjoy reading
this, and will keep and treasure the magazine and refer to it from time to time.

The rest of the magazine contains your usual favourites, though some stories
have a centennial slant. In Upfront we profile Nelson Luscombe, CAmagazine’s lon-
gest-serving editor. It’s a fascinating account of the life of a most interesting man
(p. 8). In Netwatch (p. 18), Jim Carroll asks readers to think about the next 100 years
and “[take] our unique analytical skills to the next level.” There are regulars on
taxation, p. 52; fraud, p. 57; education, p. 60; and a second taxation regular, which
reviews the past four decades of our tax system, p. 66. Finally, columnist Marcel
Coté states his observations on the accounting profession over the past 20 years.

We wish the magazine a happy centennial and expect the next 1oo years
to be just as brilliantly fruitful.

Okey Chigbo, Editor
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of the greatest changes in the profession as reflected within
the pages of CAmagazine

BY STEVE BREARTON
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A CALL TO ACTION

I was inspired by the CEO round-table
cover story (April). The discussion was
thought-provoking and the leaders all had
great perspectives on various issues that
our profession faces. The questions got me
thinking about how we, as professionals,
can become the catalyst for change and
turn the issues into solutions.

The best way to make change happen
is to roll up our sleeves and offer to help.

So I'm calling to action a collaborative
process for change. I invite the leaders of
the top-10 accounting firms, leaders from
academia and your publication to come
together to produce an action plan to raise
the bar of our profession. Let’s collaborate
on tackling issues such as recruitment,
nurturing business acumen, grooming tal-
ent and ensuring Canada continues to pro-
duce and attract global business leaders
tothe CA profession. We can work with Ca-
nadian universities to assess curriculum

Hire. Faster. Stronger.

That's the end result of working with some of the most tenured,
professional, and knowledgeable consultants in the GTA.
The Mason Group specializes in the recruitment and placement
of finance and accounting professionals. From Financial Analysts
to CFOs, for permanent or contract positions, our experienced team
can help you find the talented performers you need to succeed.

tbfghna7i
gprv2u%tl
nwtheasvh
lefxmason
ctbgroupm
+0qzlfe3u
al0e8cndot

Toronto 416-733-9393 Mississauga 905-804-1100

www.masongroup.ca
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( strategic search partners )

in accounting programs to ensure that
Canadian-trained public accountants are
groomed to become the next global busi-
ness leaders.

In working together and continuing
the dialogue, we can create solutions to
many of the issues our profession faces.
Let’s raise the bar of our profession.

David Steinberg, CA
Toronto

YOU CALL THAT EFFICIENT?

Referring to tax havens such as the British
West Indies as tax-efficient jurisdictions,
as is done in “Foreign service” (March) is
in poor taste and leaves me stunned. Al-
lowing Canadian banks to shift their prof-
its to tax havens to pay less tax in Canada,
depriving our country of much-needed
money in tough times — is that what you
call “efficient?” Nonsense. I call it a “crimi-
nal tax jurisdiction.”

Olivier Smith-Lauzon, CA

Montreal

RELEVANT

The March issue included a number of ar-
ticles that I found useful and interesting
from my perspective as a CA in industry.
In fact, this issue had almost no technical
accounting articles. I applaud your efforts
to make CAmagazine more relevant to CAs
in industry.

Patrick Daly, CA, CFP, FCSI

North York, Ont.

GREED IS A BAD DRIVER

“Greed is bad” (Outlook, April) offers a
good heads-up. Our profession needs to be
more vocal on the human issues that are
driving our North American economies in
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bad directions. The only thing I would add
is that greed is a fundamental driver of our
economic model but uncontrolled greed
is the destructive force.

Rick Ziemski, CA

Ancaster, Ont.

I agree with Marcel C6té (Outlook, April)
that the problems with Wall Street invest-
ment banks centre on a conflict of interest
in trading for their own accounts instead
of just being intermediaries for clients. I
was, however, surprised that C6té thought
Canadian banks were not participating in
such dealings.

In my opinion, the problem resulted
from the decision by governments to al-
low banks to take over investment bank-
ers many years ago. That started the prob-
lem of huge remuneration increases to
bankers, which until then had been a staid
intermediary business. It was only after
the high-risk/remuneration investment
banks were acquired that the high-risk/
remuneration model came to the bank-
ing industry. As is often the case, govern-
ments caused the problem by allowing a
business model that had been previously
forbidden for obvious reasons. It will be
interesting to see how many more bank
bailouts will take place before the present
model is prohibited again.

James Shutiak, CA, EMBA, CMC, CFE
(retired)
Calgary

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

100%
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News, people, briefs, trends + tips

Editor’s account
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CA Nelson Luscombe led CAmagazine from 1979 to 1996, a
role he held longer than any other editor of the magazine

aving a job you enjoy is one thing. Having one that combines your
H skill sets, passions and an opportunity to follow and influence an
entire profession could very well be the best job of your life. And for
CA turned writer/editor Nelson Luscombe, producing CAmagazine
for 22 years was exactly that. “At the age of 36 I had found my niche,”
says Luscombe, now 72 and retired. “I had landed a job I would have
almost paid them to let me do.”

Top names for
chief executives

Call him the CEO, call him the boss. But in
our country, chances are good that a chief
executive officer’s actual name will be Ray,
Roger, Barry, Larry or Bob.

Those are the top-five names for CEOs in
Canada, according to online professional
network LinkedIn. An analysis of more than
100 million public profiles on the site also
indicated the top-five male and female
names for CEOs globally are Peter, Bob,
Jack, Bruce and Fred; and Deborah, Sally,
Debra, Cynthia and Carolyn, respectively.

Interestingly, male CEOs around the world
tend to use shortened versions of their names,
perhaps as a way to be more approachable,
while female CEOs appear to prefer to use
their full names rather than nicknames,
which could signify that they want to be
taken more seriously, says Frank Nuessel, the
editor of Names: A Journal of Onomastics,
published by the American Name Society.

Having articled in Halifax and worked with a CA firm in Bermuda and a trust company in Montreal, Luscombe

admits he was a “competent accountant but not a passionate one.” Instead, he was ardent about putting words to paper

and found an opportunity to do so when he joined a property management company in Toronto to write feasibility stud-

ies and proposals. After being downsized in 1974, he finally got his big break by selling his first article to the Financial

Post. Not long after, a headhunter connected him with CAmagazine’s then editor, Dorothy Cooper, and the rest is history.

Luscombe was quick to make his mark, first as managing editor and then editor. He humanized the technical

magazine with profiles of CAs and their varied outside interests. He credits his CA background for giving him cred-

ibility with his subjects, and notes his interviews with association presidents among his most memorable moments.

Luscombe loved taking a piece that was technically correct and “making it sing.” He recounts a contributed article by

Canada’s auditor general James Macdonell, who had a reputation

m for writing polished pieces that required no editing. “We edited the

1963 obtains CA designation (NS) hell out of it anyway and brought it up to Ottawa for him to look
1969 joins Montreal Trust as assistant comptroller over. He just loved what we’d done with it.”
1974 publishes first article, Financial Post These days, Luscombe says the multi-award-winning magazine
1974 joins CAmagazine as managing editor is just as much a leader in its field as CAs are in theirs. “I like to
1979 appointed editor, CAmagazine think those two accomplishments are related,” he says. “All CAs
1996 retires can be justifiably proud of both — I know I am.”
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SURGING OPTIMISM
FUELS INVESTMENT

A executives are significantly more opti-

mistic about the economy than they
were last year, according to the first-quarter
2011 CICA/RBC Business Monitor survey.
Optimism jumped to 64% from 41% in the
final quarter of 2010, and it is fueling strong
projections for job creation, profits and invest-
ments in innovation. Nearly half of respon-
dents expect employment numbers to climb
at their company over the next 12 months
and 22% project job creation of 5% or more.

The study also found that Canadian com-
panies highly value innovation. Eighty-five
percent of respondents agree innovation is
key to the success of their company and two-thirds plan to make
asignificant investment in innovation. Technology/software and
capital investments, both at 32%, are areas where Canadian com-
panies are most likely to make significant investments. Nine in 10
respondents expect to invest in staff over the next 12 months and
82% expect most of these investments to be made within Canada.

ASK AN EXPERT

Technology/software

Capital investments
Process improvements
Product/service enhancement

Research and development

Findings

Expected investment by Canadian companies
over next 12 months, according to CA executives

Minimal investments Significant investments

58% 32%
Staff development 7% 19%
50% 32%
54% 27%
49% 29%
37% 15%
0% 20%  40%  60%  80%  100%

Source: CICA/RBC Business Monitor survey, 2011

Uncertainty about the economy has not hindered investments
ininnovation. Only 23% of respondents indicate their company
made little or no investments during the past 12 months due to
economic uncertainty and only 17% believe such uncertainty
will deter significant investments over the next 12 months.
John Tabone is CICA’s manager of member value and research services

MY BOSS SAYS | NEED TO CLEAN UP MY DESK. IS THIS REALLY A BIG DEAL?

+ A tidy desk won’t necessarily boost your career,
but a messy one can leave a bad impression
on colleagues. By taking simple steps to
organize your workspace, you will also be able
to find materials more easily and increase your
productivity:

Sit in your visitor chair to get a perspective

on what others see when entering your cubicle
or office. Your workspace should be visually
appealing to you and your guests.

Establish a system that suits your style. You
can always rearrange items later, but this will
prevent things from getting out of hand.

Store it away. Keep only the materials needed
for your current project on your desk, and clear
these items after the assignment is completed.

File, don’t pile. Eliminate clutter by organizing paper-
work in vertical or tickler files. Clearly label or colour-
code documents so you can find them more easily.

File, recycle, toss or pass along every piece of paper
the first time you look at it.

Go paperless. Print documents only when necessary.
Electronic calendars, task lists or e-mail alerts

can help you remember deadlines, appointments
and meetings.

Keep it clear. Take a few minutes at lunch and the
end of the day to clear your workspace. Prioritize
the tasks on your to-do list before you leave so you
can hit the ground running the next morning.

Robert Hosking is executive director of staffing
service OfficeTeam (www.officeteam.com)

CAmagazine | June/July 2011 9



28.39 Costin dollars to produce the
firstissue. Also, subscription fee from one
member outstanding.

9 Times since 2000 the magazine won
Gold for Best Issue at the Kenneth R.
Wilson Awards, which recognize excel-
lence in the Canadian business press.

9 Canadian National Magazine Awards
and honourable mentions received.
The first was given to illustrator Jamie
Bennett in 1988, the last in 2006 to artist
Gary Taxali.

12 Editors of the magazine throughout
its history. Nelson Luscombe, CA (1979 to 1996) enjoyed the lon-
gest tenure. Dorothy A. Cooper (1974 to 1979) was the first woman.

Going Concern

Calgary-based
A Boardwalk Rental Communities is Canada’s

largest publicly listed multiple-family rental
property landlord with 35,277 apartments in Alberta, British
Columbia, Saskatchewan, Ontario and Quebec. In 2010, its

revenue reached $416 million and it currently employs 1,500.

Boardwalk Real Estate Investment Trust units are listed on the
Toronto Stock Exchange. As of December 31, 2010, its total

enterprise value was approximately $4.2 billion.

In October 2010, Boardwalk was named
one of the top-10 most-admired corporate cultures in
Western Canada by recruitment firm Waterstone Human
Capital. Its safe and respectful workplace helps employees
balance their work and personal lives with perks including
up to five grace days to use as they choose. As a result,

10 CAmagazine | June/July 2011

NUMBERS Magazine miscellany cAmagazine becomes

m a centenarian this month. Dissecting 100 years of history
at your profession’s flagship publication:

141 Pages in the November 1985 issue

— thelargest ever of the English edition.
The smallest issue in July 1911, also the
magazine’s first, numbered 32 pages.

474 Occasions the word “vacation” ap-
peared in the magazine. “Relax” appeared
177 times and “audit” in 34,832 instances.

1 ,021 Total number of magazine is-
sues during 1oo years of publication. The
1,000th issue appeared in May 2009.

1961 year the magazine published a
letter from HRH Prince Philip congratu-
lating it on 50 years in existence. “There
is no need for me,” he wrote, “to emphasize the vital function of
the accountant in a modern industrial state.” Steve Brearton

its annual turnover rate has dropped from close to 100%

to about 20%. Within the communities it serves, the firm also
supports social and cultural activities such as the Unity
Project for Relief of Homelessness in London (Ont.), and the
Calgary Inter-Faith Food Bank Society.

High demand has enabled the firm to sell
off some noncore holdings at favourable prices and use the
proceeds to reward investors through a share-repurchase plan
and a special dividend. It has also utilized Canada Mortgage
& Housing Corp.-administered borrowing rates to buy
properties to expand its presence in growing markets.

“We're successful because our two
founders are hands-on operators and because of our team
focus. Senior managers hold about 25% of the outstanding
equity. We are also committed to offering tenants friendly
service and great value. We do not take advantage of periods
of high demand to push up rents too far. That’s one lesson
we have learned from past booms and busts.” Ken Mark

SETH
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Bits& Bites Insight, news + reports at a glance

Bosses leading before they are ready

A significant percentage of managers are promoted prematurely, according to

a survey by US recruiter CareerBuilder.

More than one-quarter (26%) of managers polled said they weren’t ready

to become a leader when they started managing others and 58% said they

didn’t receive any management training.

This could explain another one of the survey’s findings: when workers were

asked to rate their direct supervisor, 20% described his or her performance

as poor or very poor. The top concerns workers have with their boss include

playing favourites (23%), not following through on promises (21%), not listening

to concerns (21%) and not providing regular feedback (20%).

“Good management skills can positively impact productivity, performance

and overall employee morale,” says Rosemary Haefner, vice-president

of human resources at CareerBuilder. “We see more companies investing in

management training programs to develop today’s and tomorrow’s leaders.”

Managers’ biggest challenges

Dealing with issues between coworkers 25%
Motivating team members 22%
Performance reviews 15%
Finding the resources to support team 15%
Creating career paths for team 12%

Source: CareerBuilder, 2011

DISENGAGED VS. UNEMPLOYED

The wrong job could be worse

for your well-being than no job at
all, a Gallup poll finds. Four in
10 (42%) US workers who are
disengaged — emotionally
disconnected from their work and
workplace — say they are thriving
in their lives, compared with
48% of the unemployed.

12 CAmagazine | June/July 2011

Six in 10 taxpayers are nervous
about being audited, according to
a survey for US office supply and
equipment company OfficeMax.

That’s more than those who are
worried about receiving a
performance review at work (39%)
or visiting the doctor for an
annual checkup (35%).

Web affects money decisions

Ever wonder where investors are getting
their financial advice when it's not
coming from you? Online, according to
an Investors Group poll.

Next to their financial adviser
(66%), Canadians who save and invest
are most apt to get financial information
from websites belonging to financial
services companies and from online
media (40%). Other significant sources
include friends and family (36%) and
traditional media such as newspapers,
television and radio (29%). Six percent
visit blogs and social media sites for
financial and investing information.

“Online and social media are
becoming go-to places for information
and research but Canadians still rely
on expert professional advice,” says
Christine Van Cauwenberghe,
director of tax and estate planning at

Investors Group.

BANK ON CHANGE

Nearly two-thirds of Canadians
(64%) say they plan to switch
banks or have already done

so because of poor service, finds
an Ernst & Young survey. One-
third (34%) of respondents

say they get only occasional or
no personalized attention from
their banks.



CA Magazine
is not getting older.

It's appreciating.

Innovating is always a challenge — but a century of
innovation is heroic. Few businesses appreciate that like
CCH. Since 1913 we too have proudly served accountants
with up-to-the-minute industry intelligence and forward-
thinking technology.

Factoring in the challenges of longevity and sustainability,

CCH congratulates CA Magazine, fully appreciating your
century of success.

&).ccH

a Wolters Kluwer business




Value added

BUSINESS TRENDS WORTH WATCHING

Appealing an SR&ED claim

T he Canadian tax system’s provisions for re-
search and development aren’t quite as old as
CAmagazine, but they do date back more than 60
years, to 1948. While the provisions always tar-

geted scientific research, they were broadened in 1985 to
include “experimental development” — giving us the acro-
nym SR&ED. In 1994, the government further strength-
ened the definition of experimental development, thereby
reaffirming its support for industrial R&D undertaken in
pursuit of new products or processes.

Given the government’s apparent commitment to fos-
tering R&D in Canada, it is discouraging to see how much
CRA has varied its views on SR&ED eligibility over the
years, with no material changes in the legislation to back
them up. Peter Weissman, one of the
co-authors of this article, wrote about
this problem in the 1990s (see “Credit
where it’s due,” September 1997, p. 30)
and it’s happening again today.

What is driving this trend? Has
CRA changed its policies on SR&ED eligibility? If so, are
these changes supported under the legislation? If not, what
is the best way to get redress?

The political environment

The federal government has to balance competing (even
conflicting) goals when it comes to economic development
policy for science and technology. One is to offer an inter-
nationally competitive R&D tax credit incentive. Another
is to control actual tax credit disbursements to contain
costs. Yet another is to guard against what appears to be
an explosion of abusive claims.

Over the past four years, cost containment and abuse
control seem to have won out. Now there are growing indi-
cations that both taxpayers and the government believe
the SR&ED program is malfunctioning. In September
2009, the taxpayer’s ombudsman, Paul Dubé, was asked
to investigate whether CRA was correctly administering
the program. His report has yet to be released, but he has
been quoted as saying there have been “a lot of industry
complaints.” Then in October 2010, the federal government
set up a six-member SR&ED expert review panel headed
by Open Text chair Tom Jenkins to review the econom-
ic benefits of all forms of government funding for R&D,
including SR&ED. And in the past few months, several
associations have voiced their dissatisfaction with the
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program. For example, the Canadian Manufacturers and
Exporters reported in a submission to the expert review
panel that “problems in the administration of the [SR&ED]
system include uncertainty with respect to eligibility,
tighter definitions that exclude many previously eligible
development activities, lack of technical expertise, long
processing times, and lack of client [taxpayer] support.”

SR&ED rules and current trends

CRA has published a variety of guidelines, administrative
policies and interpretation bulletins to help taxpayers
better understand the SR&ED rules. However, these are
not law themselves, but merely statements of adminis-
trative policy. The actual legislation is to be found in the
Income Tax Act (Canada). There, the definition of SR&ED
has not changed in any material way since the mid-199os.

The challenge right now is to keep up with CRA’s moving
administrative definition of what is eligible.

Ultimately, Canada’s tax courts decide on the correct
interpretation of the act. But although there have been
some important decisions, none can justify the extent to
which CRA has narrowed its definition of SR&ED eligibil-
ity. While the act and jurisprudence can probably support
some of CRA’s recent policy tightening, we are seeing an
increasing number of aggressive SR&ED assessments that
are not supportable by either. Unfortunately, most taxpay-
ers (and many accountants) are not sufficiently familiar
with the nuanced differences between law and admin-
istrative policy to appreciate which audit positions are
correct. Here are some audit strategies that, in our view,
are not supported.

Project deconstruction: The taxpayer makes a claim for a
project involving a set of interrelated activities that are
collectively necessary for the technological advancement.
The CRA auditor arbitrarily breaks the project into smaller
subprojects, then assesses some of these as “standard engi-
neering” and, therefore, not eligible. The claim is either
reduced or disallowed altogether.

Misinterpretation of experimental development: Most SR&ED
claims are made for work that is experimental develop-
ment as defined in paragraph 248(z)(c) of the act. The term
“experimental development” was first enacted in 1985 spe-
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cifically to broaden the legislation to cover industrial R&D aimed
at product development. However, CRA auditors are now too fre-
quently importing the more restrictive wording from paragraphs
248(1)(@) or (b) and saying the taxpayer has failed to demonstrate
“an advancement in a field of science or technology,” thus impos-
ing pre-198s5 rules.

Technological obstacle versus technological uncertainty: An SR&ED
claim is disallowed on grounds that there was no “technological
uncertainty” or “technological obstacle” that would justify mak-
inga systematic investigation.

The act doesn’t actually contain the words “technological uncer-

tainty” or “technological obstacle.” Rather, the term “technological
uncertainty” evolved from a 1997 court case, Northwest Hydraulic
Consultants Ltd. There, Justice Bowman described uncertainty as
something not known to a qualified specialist in a given field. The
term “technological obstacle” appeared in 2008 with CRA form
T661-08, but has yet to be sanctioned by any jurisprudence. In vari-
ous publications since then, CRA has taken to defining “obstacle”
as shortcomings in the existing state of the art. It now seems to be
using the entire world as a benchmark and as such is setting the
eligibility bar much higher than it was set in 1997.
Traditional versus proxy overhead methods: A taxpayer makes a claim
using the traditional method for overhead costs, which involves
a more detailed accounting of actual overheads, but also allows
for a broader scope of eligible activity than the proxy method,
where the overhead is deemed to be 65% of the claimed T4 wages.
The CRA auditor denies the expenditures

Once the notice of appeal is filed, a trial can be secured within
24 months. However, most actions are resolved at a settlement
meeting or conference.

While the TCC route looks promising, it still requires expert
knowledge of the rules of procedure and the legislation. Also,
the taxpayer must be prepared to present evidence as to why the
claimed activity meets the legislated definition. This is critical in
the TCC process because the onus of proof is on the taxpayer. The
facts the CRA used to make the assessment are presumed correct.

Despite these caveats, we still think the TCC is the best option
for resolving SR&ED disputes. Of course, it would be preferable
not to have any disputes at all. We look forward to seeing the CRA
realign its operating doctrines with the original objective of the
SR&ED program — encouraging research and innovation in the
private sector.

For an expanded version of this article, please visit www.camaga-
zine.com/SR&ED2o011.

David R. Hearn is managing director of Scitax Advisory Partners
LP and has been working in the SR&ED advisory field since 1993.
A. Christina Tari, LLB, LLM, is a founder of Richler and Tari, Tax
Lawyers, and has a practice restricted to tax dispute resolution.
Peter M. Weissman, CA, TEP, is a partner in Cadesky and
Associates LLP, a Toronto firm focusing on income tax planning,
and was formerly the leader of the SR&ED practice in a national
accounting firm

for these broader-scope activities, allows an
overhead of about 65% of the T4 wages, and
effectively negates the taxpayer’s use of the

traditional method.

Redress options

Given the administrative policies CRA has
recently adopted, we think the Tax Court
of Canada (TCC) is currently the best venue
for SR&ED matters where the main issue is
scientific eligibility. Of course, a notice of
objection remains useful for expenditure-
related issues in an eligible claim. However,
we find it is now taking 24 to 36 months for
an appeals officer even to be assigned to an
SR&ED objection.

Before the TCC process can begin, a no-
tice of objection must have been served on
CRA within go days of the date shown on
the notice of assessment. In rare circum-
stances it might be possible to extend this
deadline by up to a year. An appeal can be
launched in the TCC on the g1st day after the
notice of objection has been served, so long
as CRA has not notified the taxpayer that it
has made a decision on the objection within
9o days following the date it was served. In
our view, the present objection backlog is so
large, the objection will probably not even
be acknowledged within go days.
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Netwatch

BY JIM CARROLL

YOUR GUIDE TO BUSINESS & ACCOUNTING ON THE INTERNET

What about the next 100 years?

ne reader of my April column (“Think and
0 act big”) wondered how we might reconcile
the opening sentence, “We are in the era of big
thinking, yet a lot of people have a small out-

look,” with a survey in the same issue outlining the
“Critical sustainability drivers for Canadian companies”
(Findings, p. 7).

That survey of CAs in industry showed that “compli-
ance with legal and regulatory requirements” and “man-
aging risk to the reputation of the company brand” make
up a whopping 47% of the total survey results. Noted the
reader: “I'm not sure this is big thinking. Thank heavens
‘achieving competitive advantage and long-term profit-
ability’ came in third or I'd really wonder about the state
of Canadian industry.”

This set me wondering too. Have we as a profession
become so focused on doing small, unimportant things
extremely well, to the detriment of taking on the huge
challenges society, industry and business face?

We live in a time in which we need to come up with
bold solutions to some pretty massive problems. Take
Canadian healthcare, for example, where spending is
likely to rise to nearly 20% of our GDP from about 12%.
If left unchecked, it could bankrupt the country. That’s
why there is a broad push to genetic-based preventative
medicine, so we can transition from a model of fixing
people after they are sick to one in which we know what
conditions people are likely to develop and begin an
appropriate course of action based on that knowledge.

There’s also alot of thinking about the role of analytics
— how we can use the power of mathematical insight to
spot emerging healthcare issues in advance, so we can
manage costs through planning rather than through
a crisis.

That’s why one California hospital, the Heritage Pro-
vider Network, announced a US$3-million prize to find
a “breakthrough algorithm that uses available patient
data, including health records and claims data, to predict
and prevent unnecessary hospitalizations.”

Then there’s Honda, which reinvented its manufac-
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turing process so it was no longer building to inven-
tory with long lead times and could more closely watch
customer demand and swiftly adjust its production to
meet that demand — a topic I've covered in this column
before. How did it do that? Partly through the involve-
ment of Edmonton-based Optessa, a small company that
essentially consists of a bunch of analytical math geeks
who are really good at figuring out how to apply sophis-
ticated algorithms to complex problems.

Google is thinking the same way. It’s looking at the
complex issues in trying to move toward a two-way, reli-
able energy grid that can accept the input of millions of
small, unstable power sources such as backyard solar
energy and wind panels. In essence, it’s trying to figure
out how to use — here we have it again — sophisticated
analytics to better balance the grid.

Allthese trends are part of a key theme that I've been
talking about for years: remember those math geeks in
school? They own the future.

As a profession, then, shouldn’t we be taking our
unique analytical skills to the next level, helping to come
up with bold solutions to big problems — and not nam-
ing risk management and compliance as the most impor-
tant drivers affecting us?

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

Heritage Provider Network’s US$3-million
health prize challenge
www.heritageprovidernetwork.com/?p=hpn-
today&article=11

Optessa www.optessa.com
Google crashes the smart-grid party

http://news.cnet.com/google-crashes-the-
smart-grid-party
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IT has come a long way

n honour of CAmagazine’s 1ooth birthday, I
I thought it would be a good idea to look at the evo-
lution of information technology over the past few
decades. Of course, IT didn’t exist 100 years ago

— and neither did I. Still, looking back, I feel like I lived
with the dinosaurs. The following shows just how far
we have come.

1970s: In my first job, I worked with a large retailer. Em-
ployees filled in forms for inventory transfers, sales, pur-
chases and so on. These were then sent to head office,
where one of our 50 or so keypunch operators entered
the information onto punch cards. The cards were sorted
by amachine, then read by an IBM main-

frame that would update inventory, sales

and accounting records. Today, a cellphone

has more power than that mainframe.

1980s: Before the arrival of automated

working papers such as CaseWare, accoun-

tants manually created financial statements and working
papers for their clients. I was a CA with strong technical
skills who had no choice but to use columnar paper to
determine the client’s closing trial balance. We would
manually copy the trial balance on the left, then enter
the adjusting entries in the middle columns and add the
opening and adjusting entries to arrive at a closing bal-
ance. You can imagine what happened when there were
lots of adjusting entries for one account. I figured there
must be a better way.

Ideveloped a program called the Working Paper Gen-
erator, which automated the working papers and finan-
cial statements. In the early days, we had to store the
program and data on several diskettes, which we would
swap when using different parts of the system.
1990s: This is when the Internet emerged as a technology
that would end up changing everything. The first killer
application to hit was e-mail. Another one that had huge
ramifications was e-commerce. So far, transactions have
been mainly between businesses and consumers.

The 1990s also saw the introduction of client/server
technology, which separated applications (which ran
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Work in process

USING TECHNOLOGY TO IMPROVE THE WAY YOU DO BUSINESS

BY MICHAEL BURNS

on the client) from databases (which ran on the server).
Client/server technology allowed PCs on a network to run
accounting/ERP systems with much better performance
and reliability than ever before. SAP was the first to seize
on the potential of client/server technology.
2000s: Atthe beginning of the millennium, client/server
(two-tier) technology started to be replaced with three-
tier technology, which separates not only the database
and application, but also the user interface. Only the user
interface is included on the workstation. This allows for a
huge jump in performance, because it’s just the interface
commands that are transmitted over the Internet.

In the early 2000s, Google emerged as the second
killer Internet application. Can you imagine doing your

work these days without resorting to Google?

2010 and beyond: Everything is going mobile. All the
major software developers are investing in bringing their
applications to you, wherever you might be. And there’s
another killer application that is waiting in the wings:
business-to-business e-commerce. Through extended
markup language and Web Services, it will be possible
for companies to exchange purchase orders and other
data without using fax or e-mail and without needing
to rekey the data.

Itishard toimagine IT continuing to evolve as quickly
as it has over the past few decades. Ithink the big change
ahead lies less in the technology than in the way it is
used. Let’s hope it is used to make the world a better place.

For an expanded version of this article, please visit
camagazine.com/process centennial.

Michael Burns, MBA, CA«IT, is president of 180 Systems
(www.180systems.com), which provides independent
consulting services, including business process review,
system selection and business case development.
Contact 416-485-2200; mburns@180systems.com



“Our inventory accuracy has improved,; we've

reduced costs, and been able to get product to

our customers in a more timely fashion”

George Foleanu, Manager of IT & Engineering, Dupar Controls

Dupar Controls

D upar Controls Inc. (a subsidiary of
the Dewhurst Group), is a manu-
facturer and supplier of quality compo-
nents for the elevator and ATM indus-
tries. Headquartered in Cambridge,
Ontario, Dupar was founded in 1958
and currently employs approximately
45 people.

Three years ago the Dewhurst Group,
and Dupar Controls with it, outgrew
its largely ad hoc business platforms.
After looking at a variety of enterprise
resource planning (ERP) software,
Dewhurst made the move to SYSPRO.
“Before that,” says George Foleanu,
Dupar’s Manager of IT & Engineering,
“we ran the business on various ERP
systems, some of them off-the-shelf.
In general, we needed a more reliable
platform, with more technologically
advanced programs that would allow
us to control our manufacturing envi-
ronment, as well as control our costs
more accurately.”

Specifically, says Foleanu, the chal-
lenge was to improve both the time and
accuracy of processing sales orders for
highly customized products. “We’re in
the custom design and manufacturing
business. Our huge variety of compo-
nents compounds the complexity of our
processes, and every product we create
is essentially new. Before implement-
ing SYSPRO, we literally had to sit down
at the computer, look at a drawing, and
create a Bill of Materials. Processing a
job took up to eight hours.”

With Dupar’s CAD program integrated
to SYSPRO, the sales order process is
much simpler, and many times faster.
“All we have to do now,” says Foleanu,
“is click a button to import the Bill of
Material data from AutoCAD to SYSPRO.

After that, we go into the Quotations
module in SYSPRO and find the already
created quote, which contains the line
items and their respective BOM’s. From
there we pick the customer the order is
meant for and update the selling prices
on every line. SYSPRO converts the
quotes to a sales order, then prints the
order acknowledgement and the fac-
tory documentation.”

One of the reasons SYSPRO is right for
Dupar, says Foleanu, is its out-of-the-
box performance. “We didn’t want to
reinvent a computer system. We want-
ed some flexibility and control, but if
we had too much latitude we might
end up breaking it. We also appre-
ciate the fact that SYSPRO supports
Microsoft .NET, which itself has great
advantages.”

“Since implementing SYSPRO,” says
Foleanu, “we can process even the most
complex job in about fifteen minutes.
To tell you the truth, with SYSPRO it
takes longer to print the paper, collate
it and send it to the shop, than it does
to create the sales order, related work
orders and purchase orders.”

“The result of integrating our systems
with SYSPRO,” says Foleanu, “has been
a net savings in time. That’s allowed
us to channel our employee’s intelli-
gence and strength in other directions.
Our inventory accuracy has improved;
we've reduced costs, and been able to
get product to our customers in a more
timely fashion. We're extremely pleased
with the result.”

For more information on Dupar
Controls please visit their website,
www.dupar.com
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A SUMMARY OF CURRENT CICA PROJECTS AND INITIATIVES

Corporate Reporting Awards celebrate 60 years of excellence

his year marks the diamond anniversary of the
T Chartered Accountants of Canada’s Corporate
Reporting Awards. Since 1941 the program has
been centre stage in Canada’s evolution to best prac-

tice reporting models. By providing important recognition
for those committed to advancing business reporting, the
program has helped drive the development of best practices
in financial reporting, corporate governance disclosure,
electronic disclosure and sustainable development report-
ing, all of which are now regarded as essential components
of the corporate reporting model.

The only national program shining a spotlight on Can-
ada’s best reporting models, the Corporate Reporting Awards
offer publicly listed companies and federal and provincial
Crowns a unique opportunity to demonstrate pride and
confidence in their corporate reporting. For the first time,

as part of its 6oth year celebration, the program will pro-
vide winning companies with a special electronic seal for
use on websites that communicates their achievement in
reporting excellence.

Companies that strive to be the best in corporate report-
ing are invited to submit their entry until July 8. Eligible
companies are those listed on the TSX as of March 31, 2011,
and incorporated in Canada. Federal and provincial Crown
corporations are also invited to participate. Crowns are
judged only in the Financial Reporting category.

All entries receive a comprehensive, written evaluation
of their corporate report.

Judging organizations include the CICA, Pricewaterhouse-
Coopers, Ernst & Young, Deloitte, International Institute for
Sustainable Development, Canadian Investor Relations
Institute, and Toronto CFA Society.

Entry information and criteria can be found at www.
cica.ca/cra.

Responding to new cornerstones of our profession

f all the activity resulting from the adoption of new
accounting and auditing standards seems like it is
culminating on your desk right now, you're not alone.
“Members have been under increased pressure this year,”
says Gordon Beal, CA, director of the CICA’s Guidance
and Support department. “Whether you are involved in
financial statement preparation or auditing, | encourage
you to visit the CICA’s designated Canadian Standards
in Transition website, which provides insight and
resources regarding new accounting standards for public
and private companies as well as the new Canadian
auditing standards.”
New resources are posted on the site regularly.
The vast majority of them are available at no cost, and
they are intended to help practitioners and members in
industry respond to the changing standards environment.
Recent additions include:
« A web page dedicated to the preparation of interim
financial statements under IFRS. It outlines key areas
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of consideration and provides links to resources relating
to each area.
« First-Time Reporting on Financial Statements —
Adopting Accounting Standards for Private Enterprises is
a concise document that provides guidance to auditors
engaged to report on the first set of statements prepared
in accordance with accounting standards for private
enterprises.
» Anatomy of a 12-Hour Audit of Micro-Entities using
International Standards on Auditing is a nonauthoritative
paper intended to provide insight to practitioners as
to how an audit of a micro-entity in accordance with the
new Canadian auditing standards might be approached.
Author Phil Cowperthwaite and his firm have specialized
in the audits of small entities for more than 25 years.
« Resources that address the unique challenges the
transition to IFRS poses for the Canadian mining
industry.

Visit www.cica.ca/TRANSITION.
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News from the profession

A SUMMARY OF CURRENT CICA PROJECTS AND INITIATIVES

New peer networking opportunities for SME advisers

Many CAS in SME advisory firms have told us they
lack a readily accessible network of peers with whom they

« How does your firm measure up with other CA firms?
« Are you exploiting new technologies to their fullest?

This summer, CICA’s continuing education group is
sponsoring a unique program that will provide an oppor-
tunity for SME advisers to enhance their knowledge and
network with their peers. CICA’s new Practice Management

can raise questions, share experiences and compare
best practices. If you are a member of an SME advisory
firm, you may have already given some thought to such
questions as:

« Is your firm really built on a solid foundation with core
values?

« Are your partners and your team totally committed and
aligned?

- |s there a healthy urgency around your practice?

Workshop will be held in Whistler, BC, and Blue Mountain,
Ont. Practice management experts will facilitate the
workshops and share innovative strategies being employed
by successful firms today. Visit www.cpd.cica.ca/
PracticeManagementWS for complete details.

Canada’s CAs launch
website for internationally
trained accountants

pril saw the launch of the profes-
Asion’s website to help internation-
ally trained accountants understand the
process of becoming a Canadian chartered
accountant. The website was created with
the input of qualification experts from
provincial institutes across the country
and was funded by the foreign credential
review program of Human Resources and
Skills Development Canada.

The site, www.BecomeaCAinCanada.
ca, answers many questions faced by
internationally trained professionals in
Canada and abroad. It includes a growing
collection of materials for internation-
ally trained professionals, links to gov-
ernment websites and a downloadable
application form that can be submitted
to the provincial institute/ordre where
an applicant wishes to become a member.
We also encourage Canadian employers to
visit the site, to find out how they can help
internationally trained employees become
Canadian CAs.

Who says lawyers have all the fun?

Read about the exploits of Robert Scroyle, CA. in RICHARD KING's new novel:

ACCOUNTING FOR CRIME

"Accounting for Crime hooks
the reader with deal-making,
danger, and man'’s tendency to
stretch and exchange morality
for his desires.”

- Robert Leitman, CA.

Available at

Paragraphe Bookstore
(514)845-5811

Books for Business
(416)362-7822

and other fine booksellers.

T T
ACCOUNTING
FOR CRIME
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RECENTLY ISSUED PRONOUNCEMENTS

CICA Handbook - Accounting Date issued’
Amendments to Preface and Introductions to Parts |, Il and IlI March 2011
Amendments to IFRS 1 regarding Severe Hyperinflation and March 2011

Removal of Fixed Assets for First-time Adopters (Part I)

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 March 2011
Underlying Assets (Part I)

CICA Handbook — Assurance

Conforming amendments to Sections 7050 and 7200 May 2011
regarding the adoption of ISAs as CASs

Clarification of recent Handbook changes May 2011
CICA Public Sector Accounting Handbook

Financial Statement Presentation, Section PS 1201 June 2011
Foreign Currency Translation, Section PS 2601 June 2011
Government Transfers, Section PS 3410 March 2011
Financial Instruments, Section PS 3450 June 2011

RECENTLY ISSUED DOCUMENTS FOR COMMENT (to May 31, 2011)

Accounting Comment deadline

ED 2011 Improvements to Accounting Standards June 30, 2011
for Private Enterprises

Auditing and Assurance

ED Commenting in a Comfort Letter on Pro Forma June 30, 2011
Financial Information

ED Standards Affected by Changes in Canadian Securities June 30, 2011
Regulations

WATCH FOR

Documents for Comment IASB proposals regarding Annual Improvements 2009-2011;

Consolidation — Investment Companies; Three-yearly Public
Consultation on Technical Agenda

IAASB proposals regarding Assurance Engagements Other than
Audits or Review Engagements of Historical Financial Information;
Auditor Reporting

Legend
ED — Exposure Draft EDI — ED based on IFRS/ISA RVI — IASB Request for Views
DIl — IASB Draft Interpretation ITC — Invitation to Comment

T 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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SMARTER,
EASIER,
SAFER

Telpay provides electronic business
payment solutions developed for
accountants, by accountants.

Business just got better, with features like accounting
system integration, remote approval, enhanced reporting,
international payments, and the ability to pay anyone.
Telpay will save your company valuable time and money.
Finally businesses can eliminate the cost of cheque
processing and change for the better.

Welcome to the better way to pay.

The Better Way to Pay.




A century of CAmagazine

WHEN THE CANADIAN CHARTERED ACCOUNTANT BEGAN PUBLISHING

100 YEARS AGO, EDITORS SAID ITS PAGES WOULD BE “OPEN FOR DIS-

CUSSIONS, FOR NEWS AND FOR ANY OTHER PURPOSES TENDING TO

BRING THE MEMBERS MORE CLOSELY IN TOUCH WITH ONE ANOTHER.”

Sensibly, they made no claim for how the magazine would strengthen the com-

munity and instead focused on reporting and offering insight on events and

issues critical to CAs. For a century, the magazine has acted as the profession’s

adviser, referee, historian and, occasionally, conscience. Here we celebrate those

who built, sustained and helped CAmagazine prosper. Happy birthday to us.

BY STEVE BREARTON

28 CAmagazine | June/July 2011



JAMES JARCHE/SSPL/ WILLIAM VANDERSON/HULTON/GETTY

’1 Us The T€Ens

Small beginnings are no indication of
ultimate results,” noted the foreword
to the first issue of The Canadian Char-
tered Accountantin July 1911, Launched
from temporary offices in Toronto with i
the slogan “Of the Profession; by the Pro-
fession; for the Profession,” the 32-page i
quarterly magazine was an effort to knit
the far-flung members of the Dominion i
Association of Chartered Accountants i

into a cohesive fraternity. At the time,
there were only seven provincial ac-
counting organizations, with Alberta
having formed its institute the previous
year. In September 1911 at the national convention in Montreal, the magazine received its

first and most important review: “Let it be printed,” members voted.

The

® |n 1917, the feds introduce income tax as a “temporary measure.” Firms advised
it is “within reason to expect that everyone should keep a record of all earnings.”

* Editorial calls for women in accounting, arguing it is too late “to waste any time in
asserting that woman’s sphere does not extend to the realms of all the professions.”

® Educating and connecting fellow Canadian CAs, the magazine vows to strengthen
“our usefulness to ourselves and to the public.”

Regional representation of CAs, 1911

Atlantic
Canada
Western 1% Quebec
Canada 22%
171%
Ontario
54%

Territories 0%

per week*

*Based on a 42-hour week

$3 10 6 $7.50 to $12.50

I9II

¥ FROM THE PAGES

On working in Western Canada

“lin 1911] the business public [in the West]
was not ‘sold’ on the idea of audits; and
with the exception of businesses which
were either owned or controlled by British
or Eastern Canadian houses, there was

a repugnance, quite openly expressed at
times, at the idea of ‘outside’ auditors.”

[John Parton, FCA, July 1961]

On work-life balance

“With a multitude of daily duties pressing
in upon us, we are ever in danger of
‘becoming enslaved to the vice of over-
work.” Our duty in this regard [planning
Summer Holidays] cannot be fully
discharged until we recognize that Days
Off are good business for our clients,
ourselves and our employees.”

[Editorial notes, April 1914]

With the birth of this | ISl

Magazine a new

i opportunity comes to the

Chartered Accountants
of Canada”

[Foreword, July 1911]

per week

Snapshot 'ﬁ
Members: 246

Canadian
population: 7.2 million

anp: $2.2 billion

The profession: “[Our] duties ... were to
‘detect fraud and correct errors.’ | can recall
[one] client being most annoyed because
we had failed to report that two chickens
had been stolen [from] his delivery wagon.”

[Col. H.D. Lockhart Gordon,
FCA, reminiscing in July 1961]
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IN THE BEGINNING, ACCOUNTING MEANT CORRECTING OTHER PEOPLE’S BOOKKEEPING.
TODAY, ACCOUNTING HAS BECOME SYNONYMOUS WITH A VAST RANGE OF TAX, AUDITING,
FORENSIC AND OTHER BUSINESS SERVICES, BUT 100 YEARS AGO CANADIAN CAs— ALL 246 OF
THEM — WERE KNOWN FOR CASTING A WARY EYE TO DETECT DECEIT AND REMEDY ERRORS

in company accounts. The profession has changed
in other ways as well. In 1911, Canadian CAs were
often sole practitioners who represented the only
accounting resource in a community. The Institute
of Chartered Accountants of Alberta, for instance,
boasted 13 members and a complete, unabridged re-
port of a firm’s books may have amounted to the four
words “audited and found correct.” The scope and
custom of accounting changed slowly but steadily
during each of the succeeding decades. Below, we
chronicle five areas where the profession has seen
the most dramatic changes, as reflected in the
pages of CAmagazine.

The changing workplace

Those joining the fraternity of Canadian accoun-
tants 100 years ago might have earned $50 a month
and likely would have walked or taken a horse and
cart to a client’s office. Once there, as recounted in
the magazine by Col. H.D. Lockhart Gordon, FCA,
in July 1961, they pored over heavy, bound ledgers
or attempted to reason with business owners who
were keen to be issued a certificate stating the books
were in order, but often unwilling to open the heavy
brass locks on private ledgers. Pens and coloured
inks were used to tick off figures. Working hours
were strictly 9 a.m. to 5:30 p.m. from Monday to
Friday and 9 a.m. to 1:30 p.m. on Saturday.

The expansion of large-scale industry and the
arrival of income tax occasioned by the First World
War increased the number of clients and the variety
of work. In the following 40 years, improvements in
bookkeeping and financial controls (many recom-
mended by accountants) would convince businesses
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of the value of a CA’s work, while new office technolo-
gies, such as counting machines and computers, now
looked after many of the more tedious elements of the
job. Firms began to abandon the generalist and divide
staff into accounting and auditing, tax and other spe-
cialized departments, such as management services.
The Second World War introduced another progres-
sion: the international business trip. In May 1940,
the magazine wrote of travelling auditors required
to work in all parts of the world who travelled “by
air in the course of their duties.”

If the nature of the work had changed, so too had
the physical environment. In an August 1960 edito-
rial, editor Renny Englebert noted that the charmless
modern office buildings were nevertheless better
places to work because of improved lighting and
better furniture. “Yesterday, seniority and position
were judged by the size of the desk, the room and
the rugs. Today the elite work near the windows
and the rank and file occupy the windowless air-
conditioned centre areas.” There was more emphasis
on social skills and communication. Times changed
and employee-employer relations “call for human
diagnosis and even psychology.”

The ’80s occasioned a shift to open-office systems
that were sold to accountants for their impact on the
bottom line. “The main criterion for their acquisi-
tion ... should be the return on investment that can
be realized,” wrote Willson Business Environments’
regional sales manager Elroy Jopling in August 1981.

If the shift from a wooden roll-top desk and office
to a bull pen with a view of the parking lot would
have been a dramatic new concept to a CA working
70 years ago, then the change in social relations
within the workplace would have amounted to a
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uring the '20s, a rapidly growing pro-

fession is occupied by an increasingly
complex world: the phrase “labour relations”
is no longer a contradiction, government
seems to be meddling everywhere and a
“temporary” wartime income tax becomes
permanent. As people and places become
more interconnected, the Dominion Asso-
ciation of Chartered Accountants attempts
to build bridges between English- and
French-speaking professionals. In 1924,
the accounting profession holds its annual
convention in Quebec City, and “for the first
time a welcome [is] extended ... in the
language of old France,” while 42-year-old
lawyer, and later prime minister, Louis St.
Laurent addressed the gathering on differ-
ences in the law in Quebec.

BI1G issues

Accounting balance sheets are attacked by financial writer Hartley Withers as “an
impossible cryptogram with an esoteric meaning that is only revealed to an initiated
caste, after much fasting and mortification.”

Income tax (now permanent) brings another complication: tax evasion — in the US,
half of all obligated taxpayers are alleged to be delinquent.

Following debate about the fairness of the CPA exams, a November 1926 article
momentarily quiets the dispute by determining the tests are “not too long or too hard.”

FROM THE PAGES

20

Golf humour

Indifferent Golfer (to caddie):

“| say boy, did | take fourteen

or fifteen strokes to the last hole?”
Caddie: “l dinna ken, sir.”

Golfer: “What! You call yourself a caddie
and you can't count my strokes?”
Caddie: “It's no caddie you want, sir.

It's an accountant!”

[September 1922]

On the trial balance

“At various intervals an upheaval very
similar to that occasioned by a terrier
searching for mice, takes place among
the books and is called ‘taking a trial
balance.” After one or more sleepless
nights the bookkeeper emerges
triumphantly from this festival of figures
with one significant sum which may

or may not represent correctly the gain
over the period which brought on the
balance.”

[playwright and writer Merrill Denison,
May 1928]

Memb?rs: 570
gﬁﬂﬂfﬁﬂgm 8.43 million
ane: 5.1 billion

The profession: “As to where accoun-
tancy ends and management begins no
one can tell exactly, but accountancy

is fast evolving from the art of keeping
records to the art of making reports. It
is now dealing more and more with the
things that ought to be done, as well as
with the things that have been done.
But accountancy is not merely a matter
of auditing.”

[Editorial notes, March 1926]
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revolution. The profession was no longer the domain
of white men. Women had moved from the typing
pool to positions of leadership and cultural minori-
ties worked on an equal footing with other CAs.In
October 1996, writer Sylvie Halpern asked readers to
look beyond traditional stereotypes of accountants
to discover that “the public accountant’s world has
become incredibly diversified.”

Along with the newfound sensitivities to social
and cultural differences came a new consideration
for the needs of employees: maternity benefits and
parental leave, flexible work arrangements and well-
ness plans offering massages and stress counselling.
And let’s not forget casual Fridays, which for men
at one large firm in 1993 meant topsiders, socks,
dress slacks and short-sleeved polo shirts — while
sneakers, sandals, jeans and shorts were forbidden,
as reported in the November issue.

In the summer of 2008, the magazine demon-
strated how much the office had changed by profil-
ing Todd King, a dedicated surfer who worked at
Deloitte in Halifax. “As a surfer, if you know there
are waves breaking in reach of you and you can’t
get to them, you're like a rat in a cage,” King said.
“No one is surprised to see me walk out the door at
2 p.m. to go surfing.”

CAs, it seemed, had caught a wave and ridden it
right into the future.

Accountants and public image

Before there were deprecating remarks about bor-
ing accountants, there was fear and apprehen-
sion. “Those damned auditors again!” were words
Winnipeg FCA John Parton was accustomed to hear-
ing in the years around 1911. “As we entered ... we
would be greeted with a barrage of black looks, of
forced sickly smiles — even of glances of trepidation
[and] the very air would shimmer with resentment,”
he wrote in the July 1961 50th anniversary issue.
The accountant’s traditional role as an outsid-
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er probing business has meant that those directly
involved have always had strong views of the profes-
sion. In the early years, bankers, with their depen-
dency on outside audits, loved accountants, while
company owners often viewed them with suspicion.
And the public, well, the public back then barely
thought of them at all, and when they did there
was generally confusion. “Please, Mr. Accountant,”
begged public relations executive Don Knowlton
in February 1948, “can’t you figure out words that
will mean to everybody what they mean to you?”

In turn, that lack of understanding bred disin-
terest. By the ’50s, the profession struggled to gain
equal status with doctors and lawyers as profession-
als in the eyes of the public. When one poll asked
Canadians which of the professions they would
recommend to a young person, accounting wasn’t
even listed. In March 1953, an editorial commented:
“We believe [the public] look upon accounting ... [as]
an esoteric mystery to which they have not been
admitted, and one, moreover, to which many of them
have no desire to be admitted.”

As the demands on the profession increased
through the ’60s and accounting’s range of services
expanded to meet new challenges, the accountant’s
place as central to business success was recognized.
The affirmation was welcome, and during the ’7os
and ’8os when business was increasingly viewed
with suspicion for alleged sins ranging from poi-
soning the environment (Hooker Chemical and
Love Canal) to knowingly selling defective prod-
ucts (Ford Pinto), CAs were shining knights armed
with rules and regulations to defend the public from
rapacious companies. The magazine chronicled the
pursuit of “turning good intentions into good busi-
ness practice,” as one April 1985 feature on ethical
management put it, with articles on corporate social
audits appearing throughout the period beginning
in November 1974.

In terms of public appreciation it was never
better for accountants. In 1990, The Financial Post’s
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FROM THE PAGES

To the Auditor

Two signatures he pointed out

Not quite alike — as though in doubt
As to their authenticity.

(Oh, he was very mean to me).

He said, “Why do these figures show
In this account, I'd like to know,
Instead of that?” | wished he’d go
Before my temper he would maim,
When the auditor came.

[Humour, May 1931]

The Auditor’s Hedge

We have audited the Balance Sheet
and say in our Report:

That the Cash is overstated, the
cashier being short;

That the Customers’ Receivables
are very much past due;

That if there are some good ones
they are very, very few;

That the Invent'ries are out of date
and practically junk;

That the method of their pricing is
very largely bunk;

e have had major depressions in the past which have affected most or all of the leading i~ That, according o our figures, the
W countries of the world,” read a June 1932 editorial in the magazine. “But none of these | undertaking’s wrecked;
is to be compared with the present devastation from which no industry and no community, But, subject to these comments, the
even in the remotest corner of the globe, has escaped.” The *30s brought economic misery Balance Sheet’s correct.
the likes of which Canadians had never seen; growth and trade were in freefall and in 1933, [anuary 1930]

at the depth of the crisis, unemployment stood at 27%. Accountants, typically buffered from
the worst effects, still asked if the profession was too large — even though professional
membership grew by a scant 68% over the decade compared with 152% during the '20s.

Gross domestic product would be lower in 1939 than it was in 1929. m

T O
. Members: 1,440

= The arrival of approximately 125 new “If the accountant

accountants annually prompts members Canadian

LD BRI U [0 CEE 0 1 sl is to enjoy years of . population: 10.2 mittion
overcrowded. $ 5 7 _—

* Despite a lack of uniformity in corporate useful effort he GNP: « £ billion

law, accountants hope the “near future” must see to it that his i  The profession: “Present day accounting
will bring consistent local standards for strives not only to obtain satisfactory
accounts and audit. If only they knew. Strength and health ... records, but also to interpret them to serve
* Fraud and embezzlement involving are renewed as a basis for management ... [and] aids in
“widows, the fatherless and those who developing plans and methods of efficient
have no other helpers” inspire calls to by vacations” i operation of the business enterprise.”
toughen provisions for safeguarding trust [Professor Philip H. Hensel, University
funds. [Editorial notes, August 1936] of Western Ontario, February 1936]
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Moneywise magazine ran an article titled “No More
Mr. Dull Guy” that profiled “wild and crazy — well,
interesting accountants.” Of course, that increased
attention — especially in a time of turmoil — was
a double-edged sword. The plight of firms such
as Enron Corp. and Nortel Networks would soon
raise many questions about financial transparency,
accounting standards and the role of accountants in
abetting some of these abuses.

If the ’gos were a high point for the public’s view
of CAs, the first decade of the new millennium was
likely a low point. (The only bright spot for accoun-
tants was the estimated $400 million Nortel spent
on outside auditors and consultants to help fix the
mess.) Reforms, including uniform international
accounting practices and a turn toward principles-
based standards, subsequently made most people for-
getabout the scandals. “The profession is taking itself
much more seriously. What Enron has done isrecast
the landscape,” said Royston Greenwood, head of the
University of Alberta’s Centre for Professional Service
Firm Management, in John Lorinc’s December 2002
feature “After Enron.”

The ever-increasing complexity of accounting
rules and regulations, however, had another effect;
it reinvigorated the age-old myth of the accountant
as a boring number-cruncher lost in arcane regula-
tions and statutes. Or as CA and funnyman Perry
Truster, a partner at Truster Zweig LLP, said in a fea-
ture on humour and the profession in April 2000, “I
use lots of funny stories and jokes in my lectures and
presentations, but my jokes are hardly ever about
accountants — we’re too dull.”

Use of technology

The image of the ink-stained accountant may be
popular, but the industry has always been attuned to
the potential and the necessity of new technologies
and adopted them quickly. Audit reports handwrit-
ten by a principal were standard in the first years of
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the magazine’s publication, but by the ’30s, stenog-
raphers and the typewriter reigned supreme. A sub-
sequent June 1949 article in the magazine by Charles
Goldsmith, a manager at the International Business
Machines Co. Ltd., called the development of the
typewriter the “most important forward step in mod-
ern accounting” for its ability to simplify the record-
ing of business transactions, loosen requirements
for single-bound journals and establish “loose-leaf
records as an acceptable form of accounting record.”
In June 1937, the magazine wrote that account-
ing has “been revolutionized by the adoption of
tabulating equipment, which includes devices for
making original records of information, and also
for distributing or analyzing these records in any
manner required.” And in December 1940, an article
was published entitled “Handwriting—adying art.”
Technology was now simplifying tasks such as
billing, creating inventory lists or stockholders’
records, improving efficiency as well as generating
new kinds of information on sales or tabulating
payroll. It also conjured dreams of a future domi-
nated by machines. “Replacement of manual and
mental labour with machine power will bring about
the most fascinating of the changes in our profes-
sion,” prophesied Montreal CA Edward W. Netten
in “Accountancy of the future,” published in the
December 1956 issue. “The day will come when all
the manifold functions of making and selling a prod-
uct can be handled automatically by electronics.”
In fact, it was already coming true. The previ-
ous year, the CA Club of Western Ontario heard
from Toronto CA Gordon H. Cowperthwaite how
Canadian businesses would benefit from electronic
computers “sooner than they anticipate” and by
1960, businesses were using computers for payroll
applications. During the decade, as FCA Harold E.
Crate wrote in a March 1967 article, “The computer
— a challenge to accountants,” Canadian accoun-
tancy firms sent staff to computer-auditing courses
throughout North America, hoping they would
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Canada heads out of the Depression and into another world war. The country’s CA
association begins preparation in May 1939 by tallying the skills of members and
sending accounts on to Ottawa in case of a national emergency. By August 1940, some
45 full- and part-time positions were filled in the Foreign Exchange Control Board and
another 60 appointed in the pay and accounting services of the National Defence for Air.
Bringing a business-like efficiency to the armed forces is suddenly a national priority,
but so too is ensuring the smooth operation of local commerce and industry. The only
problem: there aren’t enough accountants to go around.

The TR R e e e e e e e e

= With the public clamouring for less complicated tax forms, CAs find a way to defend
complexity, arguing that “painstaking efforts” to be equitable are making the process
so laborious to the taxpayer.

= Canadian CAs worry so-called degrees from overseas accounting organizations that
secured charters through “devious means” are threatening the profession.

= Expectations that income tax questions would become less frequent as years pass
prove naive and the profession regretfully calls for permanent tax appeal bodies.

brilliant

US army tests “indicate accountants may be the smartest
occupational group.... Accountants, on the average, made

the highest rating in the tests, lumberjacks the lowest”

[September 1947]

FROM THE PAGES

On the war for talent

“War shortages are becoming visible not
merely in commodities but also in-humans.
[There is a] shortage which is developing
in regard to professional accountants.”

[Editorial, quoting from The Chronicle
of Montreal, December 1941]

On women in accounting

“A young woman who has spent five or
six years of her time and life, sacrificing
many of the joys of youth, is going to
think twice before she forsakes her career
for marriage. After five years of studying,
a young woman is apt to have enveloped
herself in other interests.”

[Jean M. Nettle, “Women in accounting,”
January 1945]

Snapshot 'i

Memb(_ars: 2,422
5233&'22“: 11.4 mition
ane: $6.7 billion

The profession: “While [the CA] continues
to fill the mission of auditor and to perform
the duties inherent in that office, the public
accountant has assumed an even greater
role — the diagnostician of the health of
the commercial firm and the consultant of
the business executive.”

[Editorial, May 1940]
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On mysteries of accounting

’5 DS The Fifties

“We believe [the general public] look upon
accounting in much the same way as our
medieval ancestors looked upon alchemy

he 1950s brings explosive

growth in the profession to
cope with the greatly increased
demands of industry, finance and
government in a global economy.
Between the end of the Second
World War and 1961, membership
in the Canadian profession grew
to 9,721 from 2,918. Among the
many decisions accountants face
is whether to follow other occupa-
tions — such as law and medicine
— to consciously create special-
ists or continue to focus-primarily
on providing audit and'tax services
for clients.

The TR e e e e e

* |s an accountant’s training too restricted for an ever-complex global village?
“Is the modern chartered accountant,” asks the magazine in September 1955,

“a really educated man?”

* The absence of a ruling accounting authority and “natural inertia” explain why
accounting language fails to match changes in accounting techniques.

* Qut of 265 federal MPs, there is one CA. The reason, suggests the Honourable
J. Waldo Monteith, FCA, minister of national health and welfare, is their training makes
CAs “introverted, conservative in outlook and hesitant about taking the risks.”

Regional representation of CAs, 1951

Atlantic
Canada
3%
Western uu;;l;zc
Canada
29%
Ontario
35%

*Territories 0%
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“Quebec [CAs], no doubt
because of the French
influence, display a

certain elegance in

appearance and manner” :

[Editorial, September 1950]

in their day. It is an esoteric mystery to
which they have not been admitted, and
one, moreover, to which many of them
have no desire to be admitted.”

[Editorial notes, March 1953]

Was Shakespeare a CA?

“l am well aware that in claiming
Shakespeare as a principal forerunner

of the modern chartered accountant, | am

taking arms against a sea of troubles.”

[Derek Lukin Johnston, “Was Shakespeare
an accountant?” November 1954]

Members: 3 y 9 3 9

Canadian
population: 13.7 million

anp: $18.5 billion

The profession: “It is nearly impossible
for ... a small group of men to master the
diverse subjects of our work. Industrial
size and ever-increasing complexity will
encourage large practices with many
specialists. As industry broadens out on
an international scale, our firms will too.”

[Edward W. Netten, CA, “Accountancy
of the future,” December 1956]
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spread the knowledge to others upon returning. introduced CAs to the office of the future and asked

During the ’7os, computerization impacted | them to imagine arriving at work with their ath-
almost every operational and reporting aspect of | letic bag in hand. “What you pull out of that bag
business and in the following decade, the arrival is not running shoes or a racket, however, but a
of microprocessors and personal computers would small computer you have been using to do work on
similarly revolutionize the way accountants worked over the weekend,” wrote Marion Hart, president of

and communicated. marketing and communications firm Marion Hart
Even then, there was recognition that computers Associates, in August 1984.

would fundamentally alter the way we interacted Within a few years, the magazine was offer-

with the machines and among ourselves and the | ing instructions on when to use e-mail instead of

magazine routinely dedicated entire issues, such voicemail (see p. 44, “E-mail vs. voicemail”). And to

as the August 1973 “Machines and management” remind people how rapidly the waves of computer

cover, to the subject. technology wash over us, it was a mere five years
In August 1980, an editorial envisaged “Manage- ago, in December 2006, when CAmagazine noted

ment by keyboard.” Four years later, the magazine | (without irony) that “manufacturers have discov-

Every small business wants to grow.

To help you do so, we've identified
five areas key to every small business
in our new guide, 20 Ideas for Small
Businesses and Pitfalls to Avoid.

20 Ideas
for Small Businesses
:nd Ppitfalls to Avoid

i

Call 1.800.803.8367 for your FREE printed
guide, or download a copy by visiting
roberthalf.us/smallbusinesscenter.

Mirobert Half

zﬁ Robert Half

Congratulations to CAmagazine
on your 100th anniversary!

© 2011 Robert Half. 0211-9010
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ncreasing corporate complexity, the importance of computers, increased specialization and
the ascendency of multinational firms dominate discussion in the CA profession, but no
single theme is as contentious as how best to educate and train accountants. In 1960, the
greatest source of student accountants training at local firms was high schools: 70% or more
of trainees arrived directly from secondary institutions. In 1961, a continuing education program
was started to recognize education didn’t end after accreditation, and by 1970 provincial insti-

tutes agreed students would need a university degree to qualify as a CA.

The TR e e e e e e e e

» Can small and large firms coexist? The schism that exists between national and local
practitioners may widen into serious proportions unless steps are taken soon.

= A raise just won’t cut it in affluent society. “There are no quick, practical answers to
understanding and motivating people,” wrote D.S. Wells, CA, in November 1969.

= There’s a fight for survival between computers and accountants; some accountants
may not survive, but “those who perish will do so because of themselves,” commented
FCA Harold E. Crate in March 1967.

Doctors:
Average annual salaries of professionals Engineers
in Canada, according to the Department & architects:
of National Revenue
[October 1968] Accountants:
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FROM THE PAGES

On the role of the CA

“Everyone makes mistakes ... andif-all
the CA does is look for them, he won't
know why | am in business, how | am
doing in business, or even if | should be
in business. | want my auditor to

look about him and see the entire
business. As it is, he spends the morning
telling me about 16 cents missing from
the petty cash.”

[Practitioners Forum, May 1968]

On the office

“The office of ... thirty years ago would
be unbelievably foreign to the young
people of today. It had none of the
features they take for granted nor such
social benefits as coffee breaks,

Blue Cross, unemployment pay, a
thirty-five-hour week and paid vacations.
In those times ... employees were
material to be used; they could readily
be replaced — and they were.

A fifty-hour week was not unusual.”

[Editorial, August 1960]

Snapshot )
Members: 9 3 72 1

(10,000 in September 1961)
Canadian

population: 179 million
anp: $38.4 billion

The profession: “One hundred years
ago, accountants were bookkeepers,
estate agents, trustees, and carried out ...
other commercial businesses in order

to eke out a living. Over the years, they
have both subtracted and added
responsibilities and today our members
in practice are auditors, tax consultants,
management consultants and licensed
trustees.”

[J.R-M. Wilson, CICA president,
September 1967]
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ered that many notebooks ... are used primarily as
desktop replacements. They are purchased because
they take up less room than desktop computers and
they are easier to move around the office.”

Women in the profession

CAmagazinerepresents all chartered accountants,
but surveying a century of news, features and com-
mentary it is clear the publication has always worked
to advance the status of women. As early as January
1913, the magazine editorialized that it was “fool-
ish to attempt to claim that woman has no right to
engage in professional accountancy.”

It was an advocacy, however, often out of step
with industry practice. Women were grudgingly
accepted into practice in 1922 (1930 in Quebec) when
Mercy Ellen Crehan and Florence Eulalie Herkins
became the first accredited female CAs. Even the
opportunities afforded women during the Second
World War to demonstrate their obvious compe-
tence barely opened doors.

In June 1966, FCA and former federal MP Ellen
Fairclough wrote: “While it is undoubtedly true that
it has been difficult for women to find acceptance
in the offices of the average chartered accountant,
either at the training or graduate level, it is my opin-
ion that the very need for their services will provide
the leverage which will open these doors in the fore-
seeable future.”

Despite reluctance within the profession to ac-
commodate women, writers and editors continued
during the ’60s and ’7os to examine issues ranging
from the suitability of a career for females to wom-
en’s liberation in the boardroom and the appropri-
ateness of using “Ms.” in the workplace. “Men do not
have a monopoly on the right to choose a career that
fulfills their intellectual needs,” wrote managing
editor Dorothy Cooper in September 1973. “Yet the
old myths that women have certain problems such
as requiring long leaves of absence for child bear-

ing, a lack of mobility and insufficient dedication
to work ... are still used to prejudice the exercise of
their right.”

The truth was, even the United Nations’ declara-
tion of 1975 as International Women’s Year couldn’t
generate “one energetic yawn” within the profession.
The suggestion was made (only half-seriously) in a
May 1975 editorial that any discussion regarding
the use of the word “chairperson” was a topic better
suited for linguists than accountants.

Despite the challenges, by the early *8os, about
one-quarter of all new CAs were women and they
were finally becoming partners in large accounting
firms. Maternity leave and flex-work arrangements
were also available — but taking advantage of those
benefits was still seen as “tantamount to commit-
ting career suicide,” noted managing editor Judy
Margolis in a June 1989 editorial.

The following decade, in a March 1994 feature
by Carol A. McKeen, CPA, and Merridee L. Bujaki,
CA, readers of the magazine read about the glass
ceiling and sexual harassment. “Though almost
equal numbers of male and female students enter
public accounting firms, only a few women reach
partnership.” There remain gender imbalances that
need to be addressed, such as the lack of women in
leadership positions.

“I'still think it’s tough when you don’t see any-
body in leadership who’s like you,” said Mary Lou
Maher, partner and chief human resources officer at
KPMG Canada in a November 2005 feature. “If you
are a woman, a visible minority or whatever, I think
it is tough to feel that you have a clear road ahead of
you, or that there’s a place for you at the top.”

But the profession has, indeed, come a long way.
In 1913, when the magazine recommended that
women should simply be given the opportunity to
prove whether they could succeed in accounting, it
noted that some in the profession would receive the
message with “scant courtesy.” Regardless, it was a
message that needed to be heard then. And today.
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’7 US The Seventies

M oving beyond the mechanical
age and post-war conserva-
tism, the "70s are defined by the
prospect of radical change at home,
in the workplace and in social rela-
tions. The January 1970 editorial
discussed robots and machines
“slaved” to humans, and chemical
methods to improve human analyt-
ic abilities. And the Apollo space
missions made anything seem pos-
sible — including new possibili-
ties for accounting. “Will the '70s,”
asked the magazine in a January
1970 editorial, “be a decade of ful-
filment for accountancy?”

BIG issues

Corporate social responsibility arrives. “It can no longer be doubted that ... corporations
have become increasingly concerned with the impact of their operations on society,”
wrote accountant Steven C. Dilley in November 1974.

Profit becomes a four-letter word as businesses become “shame-struck” if, heaven
forbid, a positive number is reported to the shareholders. [B.M. Grant, CA, March 1973]

Quebec’s Official Language Act is introduced in 1974, while an April 1975 editorial
says, “English is the language of business.” Quebec nationalists: 1. Language purists: 0.

When | grow up | wanna be...

Accountant 6%
Doctor 22%
Lawyer 9%

Teacher/professor 7%
Engineer/architect 7%
Business/finance: 5%
Senior high-school students’ and
university undergraduates’ ideal job, according

to a Canada-wide career survey conducted
in 1976 and 1977. [January 1978] .\:
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The dull meeting dilemma

“Listen carefully as your fellow
committee members bleat on, but
every twenty seconds write down the
word that is being said right then. In ten
minutes you will have written thirty
words if you haven't dozed off. Try to
arrange these words in sentences that
make more sense than what is being
said in the discussion. You shouldn’t
have too much difficulty. Your fellow
committee members will be impressed
when they see that you are writing down
some of the things they are saying.”

[Reproduced from Hospital Accounting,
February 1970]

On red tape

“One of today’s wonders is that business
has not yet choked to death on red

tape or been strangled by bureaucracy;
and that businessmen have managed

to remain on the fringes of sanity while
trying to ferret out and comply with all of
the rules, regulations and laws that

have been directed at, around and about
them by all levels of government.”

[Lorne J. Reesor, editorial, March 1972]

Snapshot ,i
Members: 1 8,1 00

Canadian
population: 21.3 million

anp: $85.7 billion

The profession: “The self-regulating
professions are losing their grip on the
good graces of society. Dr. Sylvia Ostry,
Canada’s deputy minister of consumer and
corporate affairs, charged that professions
have been more effective in reducing
competition ... than in providing significant,
positive benefits to the public.”

[Editorial, December 1976]
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Becoming a CA

“In the course of his training, the Junior ... starts off
more or less under the thumb of a so-called Senior
and ... must go through all the drudgery and take
the same punishment as the Senior has undergone
and suffered.” Sound familiar? That was written in
January 1931, but the burden of qualifying as a CA
has nettled for years. Take this May 1986 lament
from an articling student: “I'm sick to death of work-
ing in a ‘Popsicle-stick’ profession run by a bunch
of workaholics.”

The sentiment of toil and servitude may remain,
but much has changed for student accountants. In

1911, the process of apprenticeship through which
students became a CA wasn’t even standardized.
In Montreal, according to a notice on uniformity of
standards among provincial societies appearing in
the magazine in October that year, four years of work
was required. Ontario prescribed three years, while
Alberta had no service demands except “accounting
experience satisfactory to Council.” The prerequisite
for admission to the profession then was to pass up
to three examinations demonstrating competency
in disciplines ranging from penmanship and mer-
cantile law to municipal accounting.

Taking the examination has also been conten-
tious over time, particularly the issue of the fairness

WE'RE BACK

is back it 1«1l
s AccountEdge

Accountants can request a free, full copy at

ca.accountedge.com/freecopy

Read more about the AccountEdge story at acclivitysoftware.com
© 2010 Acclivity LLC. MYOB and the MYOB logo are registered trademarks of MYOB Limited.
AccountEdge is a registered trademark of MYOB US, Inc.
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’8 ns the Eighties

computing becomes
commonplace, flexible work

the partnership ranks of the
Big 10 national firms. Not
only that, but (male) manag-

executives at all levels ...
may well find that their skills

success,” wrote editor Nelson Luscombe, CA, in August 1980 (see profile “Editor’'s account,” on

p. 8). Itis the decade when the future finally arrives. Not that the past exited without complication,
however. The pressures of changes in the workplace, industry consolidation and erosion in public

confidence in business make it a future imperfect.

BIG issues

Big gets bigger as large firms thrive on large-fee national and international clients
and grow by merger. Small offices will survive, but what about medium-sized firms?

Bank failures sink public faith in accounting, and show how great the gap is
“between what an unqualified auditor’s opinion means to those who give it and what
it means to the public,” wrote editor Nelson Luscombe, CA, in December 1985.

Flexible work arrangements arrive, but at what cost? “Daring to be different,”
notes managing editor Judy Margolis in June 1989, “is tantamount to committing
career suicide.”

Top areas of concern among I9 81

accounting practitioners B .
in 1984 Our capacity at present

to develop CAs is
severely limited ...
competition is going to
be fierce for first-rate
university graduates in

the very near future”
[Irvine E. Millie, March 1981]
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During the '80s, desktop

arrangements take hold
and women finally enter :

ers might have to learn how
to type: “In this new era, i

at the keyboard will be the :
key to their management :

: FROM THE PAGES

On consolidation in the
industry

“The big accounting firms will get bigger
and bigger, continuing to thrive on large-
fee national and international clients ...
the small, one- or two-office accounting
firms will survive — primarily on local
business — [and] the medium-sized firms
will almost certainly get caught in the
squeeze.”

[Editorial, March 1981]

On new accounting
models

“To be able to measure the cost of the
Exxon Valdez oil spill only in terms of

a 77-cents-per-share quarterly loss to
shareholders just goes to prove how
limited our present accounting model is.”

[Editor Nelson Luscombe, CA,
November 1989]

Snapshot 'i

Members: 30 y 1 48

Canadian
population: 24.5 million

ane: $314.4 nillion

The profession: “Our marketplace has
changed. The law is changing but the
[public accounting] firms aren’t changing.
I think they’re going to be ill-equipped to
meet the needs of the marketplace and
to fulfill their responsibilities.”

[Ken Dye, auditor general of Canada,
January 1985]

F8 IMAGING/HULTON ARCHIVE/GETTY/BOB HALLINEN/ANCHORAGE DAILY NEWS/GETTY



A century of CAmagazine

of the test. In November 1926, Vancouver CA J. Hugh
Jackson wrote, “The percentage of failures has been
entirely too large,” and 50 years later, Erma Patterson
Morrison, president of the New Brunswick Institute
of Chartered Accountants, raised the concern that
the low pass rate was deterring young people from
entering the profession. Despite the importance of
exams, the magazine wasn’t beyond poking fun: a
mock test printed in July 1927 answered the ques-
tion, “Discuss the means for elimination of undue
detail work on Continuous Audits” with “Leave the
detail work to your Junior.”

Prominent during the magazine’s history has
been the debate surrounding the necessity of for-
mal education versus practical training for stu-

dent accountants. In October 1914, the magazine
published the anonymous “Recollections of an old
accountant,” which stated, “Examinations nowadays
are splendid instances of the pursuit of the perfect,
but they would ill-equip a man for some of the prob-
lems we were frequently faced with.”

Despite that sentiment, education has slowly won
out. In 1921, the Dominion Association of Chartered
Accountants approached Queen’s University to pro-
duce a course of study and a year later students had
to complete those classes before writing exams. For
decades, those courses were the only contact most
articling students had with higher education — a
November 1964 editorial entitled “Education for
the profession” noted fewer than one in five CAs

SR&ED problems? There may be a new solution.
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more favourable outcomes in the appeal of SR&ED claims that have been
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On integrating French CAs

The N1neties

“[Institute services in French] are not
adequate for francophone members and
the structure of the CICA does not permit
these members to fully participate in CICA
activities, with the result that the CICA has
deprived itself of important resources.”

[CICA task force on bilingualism, July 1990]

A child’s view of accounting

“Once | got to see a balance sheet.
Balance sheets are so complicated they
are really not good for anything but being
balance sheets.”

[“Accounting according to kids,” Harold Dunn,
December 1994]

ordon Gekko haunts Wall Street and the Exxon Valdez leaves a sticky legacy for business. If O Wk TITEE e

the '80s ended with the popular imagination equating commerce with greed, then the '90s § VWhile an estimated 10% of Canadians
positions accountants as trustworthy antidotes to rapacious businessmen. CAs as superheroes? :  are online, [computer communications
“Accounting is suddenly very sexy,” wrote managing editor Judy Margolis in an April 1990 edito- | strategy consultant Jim] Carroll says CAs
rial. “Our staid, conservative times demand a new icon, and CPAs, long recognized for their ob- i are well below the national average.
jectivity in dealing with other people’s money, happen to be it.” Canadian accountants leveraged ‘It would be an easy step for most of them,
that positive impression to take a leadership role in issues ranging from the environment to di- but they are confused or there are cost
versity in the profession. Global stock markets soared, fuelled by the tech boom. The Dow Jones | constraints, says Carroll. ‘We've all got
closed above 10,000 in 1999 and the Toronto Stock Exchange rose 112% over the decade. our heads in the sand.”

[Tim Falconer, “Get wired!” March 1995]

BIG issues
Invisible stakeholders begin to exercise rights over firms without investing a dime, m
in what is described as an accounting nightmare.

Women: meet the glass ceiling. Though almost equal numbers of male and female s na pSh Ot 'i

students enter public accounting firms, few women make partner.

The recession of the early ’90s brings a painful economic restructuring; clients do .
more work in-house and rarely turn to outside advisers. : Members: 48 H 4 04

Canadian
population: 27.5 million

anp: $679.9 billion
E-MAIL VS. VOICEMAIL: Where the user has a choice of

communication methods, guidelines need to be established [August1991] |  The profession: “The Canadian
: accounting profession doesn’t look like it

used to even 15 years ago. The old

E-mail V-mail 7 i paradigms tailored to a profession of
* |f the recipient will need * |f the individual is out of town men in green eyeshades no longer fit the
to retain the information i 1990s, when women and men from all
for future use * It the message is urgent i backgrounds and cultures work together
* If the message is going to more * If you are following up on in sophisticated high-tech environments.”
than one person a previous e-mail message [Carol Loughrey, FCA, CICA chair, May 1995]
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had a university commerce or business degree. In
fact, it wasn’t until 1970 that the profession required
students to be university graduates, a decision a
November 1967 editorial called a “pressing and un-
avoidable necessity.”

By the ’80s, the desirability of specialized higher
education for trainee accountants was unquestioned,
but providing grads with BComms and MBAs a
stimulating, welcoming environment was often
neglected. In May 1986, the magazine asked, “Have
our rites of passage turned into trials of endurance?”

Another significant change was chronicled in a
December 2009 feature entitled “Industry approved,”
which examined the amendment allowing students

to article in industry beginning in 2007. “We have
to show the CAs out there who emerged from the
more familiar accounting firm world that these new
[arrangements] are not diluting the brand,” said Jason
Berting, CA, of oil firm Nexen. “In the end, we expect
they’ll enhance it, make it something even more.”
For the past 100 years, the magazine has recorded
the tensions between protecting traditional stan-
dards of excellence and the uncertainty of incor-
porating best practices from other disciplines and
industries. And if history is any indication, students
will continue to be at the centre of those struggles
for the next century.
Steve Brearton is a freelance writer based in Toronto

Connect with your clients using
Small Business eNuggets

A library of over 50 web-based, interactive
presentations for you to share with your clients
\II

- A
-~ [
_ 1 _|
b r ‘ A Chartered Accountants
- L of Canada

Go to www.smallbusinessenuggets.ca to
view a sample or email enuggets@cica.ca
for more information

Small Business eNuggets
CONNECT WITH CLIENTS

CAmagazine | June/July 2011 45



FROM THE PAGES

20 U US the Naughts

On international
accounting standards

“Despite the best efforts of a number
of groups ranging from the World

Bank to the International Federation

of Accountants, emerging markets are
being left behind in the push to
establish global accounting standards.”

[writer Lawrence Richter Quinn,
“Emerging pains,” April 2004]

On the net tax nightmare

“The existing tax system is based
on the concept of physical presence,
which electronic trade eliminates.”

[Pierre Bourgeois, Canadian tax leader
for PricewaterhouseCoopers
in Montreal, March 2001]

f you love someone set them free. More than six in 10 CAs now work outside public practice. And

often in senior positions — a 2004 analysis of the Globe and Mail’s Report on Business top-1000
companies found 59.2% of Canada’s largest public firms have a CA in at least one of the top-six
positions. Things are also changing in the industry: major firms are becoming a one-stop shop for
clients whose operations span the globe, and Enron and similar accounting scandals forced unprec-
edented regulatory change. International commerce and international tragedies encourage Canadian
CAs to commit time and toil to relief efforts from New Orleans to Malawi.

The TEEEREREEE e e e e e e e e

* |n five or 10 years businesses will be outsourcing some or all of their accounting and
finance functions to emerging economies. First it was IT and HR — now it is finance.

= Accountants work to rebuild investor confidence in the integrity of financial
information. Canada’s financial system must be watertight and foolproof.

Snapshot 'i

* Firms failing to assess the impact of new international financial reporting standards
or having inadequate implementation plans will find the transition “very rough going.”

Members: 63 y 985

Canadian
population: 30.7 million

cop: $1.076 trillion

Regional representation of CAs, 2011
Alantic “Sole practjtioners are The profession: “Within the major firms,
Canada . accounting is less important now than
5% quebec a dying breed it was five years ago, and hugely less
Western 23% b s than it was 15 years ago. Five years
ecause they can’t - .
Canada y from now, it will not necessarily be the
30% keep up with the flow central service of a large, diversified,
f lati . professional services firm.”
Ontario
42% A ofregu ations [Steve Glover, executive director of the
Ig;;'tfr:;e; [Ross McNichol, Calgary-based sole Institute of Chartered Accountants of Alberta,
0.1% practitioner, March 2007] January/February 2000]
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July 1911
First issue of The Canadian Chartered
Accountant

October 1911

First review: “The initial issue is small,
but it has a dignity both in form and
matter, that promises well for its
future”

Journal of Accountancy

October 1911
Business Systems of Toronto takes out
first advertisement

April 1912
Magazine publishes first letters to the
editor under “Correspondence”

July 1921
Becomes a bi-monthly

June 1932
Becomes a monthly

September 1946

“The Canadian Chartered Accountant
has struggled through the war period
against a paper shortage which on
many occasions has meant holding an
issue, already made up for the press,

for a week or two for delivery of enough
paper to print it, and on other occasions
substitute grades of paper have

been used”

CA

magazine

CAmagazine timeline

January 1947

“Some of our members have expressed
the view that the cover and design of
the printed pages of this Magazine are
drab and, to say the least, soporific.
They suggest that something be done
about it”

February 1952
Circulation surpasses 10,000

July 1961
Prince Philip congratulates the journal
on its soth anniversary

January 1963

Magazine shifts from pocket size to
standard size. New look is the most sig-
nificant change since inception in 1911

July 1967
Magazine shortens its name to
Canadian Chartered Accountant

July 1968
Bilingual cover introduced

August 1970

“It is against this background [of a
world bubbling with change] that
comments are offered on the editorial
policy of the Canadian Chartered
Accountant; particularly for those of

our readers who seem firmly convinced
that we rigorously avoid controversy”

April 1973
Title changed to CA magazine

July 1974
Dorothy A. Cooper becomes the
magazine’s first female editor

October 1979
Separate French supplement issued

June 1994

Former associate editor Brian Banks
wins the magazine’s first National
Magazine Award for his March 1993
article “The nonconformist, his
ex-wife, the gambler and the alien”

July 2011
100th anniversary

List of editors

George Ussher Stiff (1911-1916)
W.J. Valleau (1916-1932)
Austin H. Carr (1932-1942)
W.A. McKague (1943-1946)
R.F. Bruce Taylor (1946-1948)
Melville I. Pierce (1948-1954)
Renny Englebert (1955-1969)
Lorne J. Reesor (1969-1974)
Dorothy A. Cooper (1974-1979)
Nelson Luscombe (1979-1996)
Christian Bellavance (1996-2010)
Okey Chigbo (2010-)

—SB
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CICA congratulates CAmagazine
on 100 years of spotlighting the
CA profession

The Canadian Institute of Chartered Accountants congrat-
ulates CAmagazine on turning 100 in July, a significant mile-
stone few Canadian publications can claim. Starting in 1911
as a journal called The Canadian Chartered Accountant, Official
Organ of the Dominion Association of Chartered Accountants,
the magazine evolved over the years into the informative, award-
winning magazine CAs have come to know.

In the publication’s first foreword were these words: “Our pages
will be open for discussions, for news and for any other purposes
tending to bring the members more closely in touch with one
another, building up the bonds of union and strengthening our
usefulness to ourselves and to the public.” And a century later,

the magazine remains true to this mandate.

‘ A Chartered Accountants
of Canada
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TAXATION

GLOBALIZATION

By Fred O’Riordan

Governance and risk in a global economy

Getting global tax risk management wrong can mean financial
disaster, but getting it right can yield many competitive benefits

I nrecent years, globalization has literally changed
the face of Canadian business. Enhanced market
access and sales opportunities at home and abroad

have impacted companies for better and some for

worse in virtually every sector of the economy. A number
of long-established corporate names have disappeared
forever, while others have flourished. Some have merged
or been acquired, while new entrants have rapidly grown
to become market leaders.

This ever-changing tapestry underlines the dual real-
ity of operating in global markets. With new business
opportunities come new challenges, new competitive
pressures and heightened risk.

The global economic downturn and distressed financial
markets put additional pressure on many businesses to
re-examine their supply-chain relationships with related
and unrelated parties in order to find greater efficiencies,
better manage their cash flow and operate more effectively.

For these reasons, never has the need for strong internal
corporate governance, oversight and risk management
been more mission critical for corporations, their boards

and their shareholders. The companies that manage risk in
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away that is tailored to changing market conditions and
aligned with their overall business strategy will emerge
as the biggest winners.

Businesses are not alone in dealing with the dual real-
ity of globalization. Governments have also been impacted
by the same global forces as businesses — once again,
some for better and some for worse. Many have had to
make difficult fiscal policy choices to finance their eco-
nomic recoveries, maintain their domestic employment
levels and preserve their tax revenue bases. Protecting
or enhancing tax revenues derived from taxing multina-
tional corporations with large crossborder transactions
has become a common objective of governments in both
established and emerging markets.

Many revenue administrations, including the Canada
Revenue Agency (CRA) and the Internal Revenue Service,
have expanded their audit staffs in the international tax
and transfer pricing area. They closely scrutinize transac-
tions that involve, for example, business restructurings,
high-cost services and intangibles such as patents and
royalties. An unprecedented level of cooperation and infor-
mation sharing is taking place between revenue adminis-
trations on a bilateral or multilateral basis to ensure com-
pliance with tax laws. Tax authorities are comparing notes
on the transfer pricing documentation being prepared for
local authorities to ensure consistency at a global level.

Revenue administrations have also signalled their
expectation that large corporations will strengthen their
corporate governance in the area of tax-risk management.
They did not arrive at this position overnight but gravi-
tated toward it over several years. It is worth setting out
for the record a chronology of the major turning points.

Traditionally, in their own internal resource allocation
decisions related to audit activity, revenue administrations
only addressed tax risk in a rudimentary way. (The CRA’s
agency management committee now undergoes a rigorous
annual enterprise risk management exercise and the CRA
has hired a chief risk officer.) They typically audited large
businesses over a certain threshold on a cyclical basis with
little regard to their compliance history and the results of
prior audits. In the CRA’s case, this included the goo com-
panies with $250 million or more in gross annual revenues.

That started to change over the past decade. As large
business audits started to generate more material assess-
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ments, especially those resulting from transfer-pricing reviews,
the “opportunity cost” of valuable audit resources became higher
and authorities started to become more conscious of cost effec-
tiveness. As a result, many adopted compliance risk management
strategies as an essential management tool.

Authorities also saw the advantage of identifying behavioural
factors that influence voluntary compliance and incorporated
them into their business risk models. In 2008, the OECD’s Forum
on Tax Administration (FTA), comprised of about 40 national tax
administrations and related international organizations, released
its Study into the Role of Tax Intermediaries, concluding that
revenue administrations needed to take a broader approach and
develop a more cooperative relationship with taxpayers and tax
intermediaries to facilitate higher levels of voluntary compliance.

This enhanced relationship, as it is known, is based on a quid
pro quo: more transparency from the taxpayer in return for more
openness and impartiality from the revenue administration. The
tax administration benefits by reducing its compliance costs; the
taxpayer benefits by having greater tax certainty with earlier
resolution of disputes and fewer intrusive audits.

At its meeting in South Africa in January 2008, the FTA is-
sued a communiqué recommending that FTA
countries risk assess large corporate taxpay-
ers and develop appropriate compliance re-
sponses, acknowledging that the relationship
between tax administrations and taxpayers
varies between countries in accordance with
different administrative and legal frameworks.

These recommendations were followed by a
report, General Administrative Principles: Corporate Governance
and Tax Risk Management, on corporate governance and tax risk
management in July 2009. It noted that many large businesses
have changed the way they approach corporate governance and
tax compliance, reflecting an environment of heightened com-
munity sensitivity to social responsibility. It pointed out that
leading practice corporate boards are mandating that tax risk
must be managed like any other enterprise risk.

In that context, it referenced the introduction of new legisla-
tion and standards in many countries requiring greater trans-
parency in financial reporting by public companies, including
the Sarbanes-Oxley legislation in the US. Mentioned in the same
vein were new FIN 48 requirements mandating an analysis of
material tax positions in financial statements, in accordance
with the Financial Accounting Standards Board.

Of course, these requirements not only apply to US firms,
but also US subsidiaries of foreign-based large businesses and
non-US entities registered with the US Securities and Exchange
Commission. The CRA may use these tax disclosure and report-
ing requirements in deciding which transactions to focus on
in its transfer pricing audits. The Department of Finance could
also consider expanding legislated disclosure requirements in
Canada, along the lines already set out for consultation in the
2010 federal budget or beyond them.

The FTA report contained three member-country case studies
describing different experiences in promoting good corporate
governance and enhancing relationships with large business. One

of these was from Canada. It indicated that the “CRA is revising
its audit program to recognize differences among large businesses
with respect to the strength of their governance and their will-
ingness to deal with CRA in an open and transparent manner.”
In brief, audits will be eliminated or limited to certain issues
for companies with evidence of strong compliance and a willing-
ness to work with CRA on an open and transparent basis. An
important feature of this approach will be that the CRA will
advise the taxpayers how their governance and risk factors are
perceived and the compliance approach that will be utilized.
So, where is the CRA heading with this? I asked CRA commis-
sioner Linda Lizotte-MacPherson whether corporate boards and
their audit committees should have firmer oversight of tax issues.
Her reply (and the full interview) is published in the February
issue of Ernst & Young’s Tax Policy and Controversy Briefing.
In part she said: “Yes, I agree that oversight of tax issues needs
to occur at the boardroom level. How a company manages tax risk
can affect its financial performance and reputation, and CEOs
and boards of large businesses are increasingly considering tax
risk management as part of their overall corporate governance.
“Increased transparency on the part of taxpayers helps us

Multinationals operate in a dramatically changing world.
Adapting requires them to think strategically ahout

their tax positions and approach to managing tax risk

administer Canada’s tax laws with the least compliance burden
for taxpayers and the most effective use of our resources.

“Tax administrations have a vital role to play in helping cor-
porate boards in relation to their responsibilities for tax strate-
gies and material outcomes. I think there is merit to engaging
in direct dialogue on this topic with CEOs and boards, given the
significant and material risks inherent to tax.”

It is possible to manage tax risk in a global business environ-
ment by using leading practices that address both the needs of
businesses and the expectations of tax administrators. The goal
isto achieve alevel of certainty about tax positions, tax reporting
and tax planning that aligns with the principles of good corporate
governance and that will satisfy the concerns of both parties.

The key is to ensure governance covers all aspects of the tax life
cycle — planning, provision, compliance and controversy. This
means that before making a strategic decision on any type of tax,
that decision’s impact across each life-cycle phase is considered.

Too few companies have formally documented tax governance
policies that address all stages of this life cycle. Most organizations
have stronger governance surrounding the tax provision stage
but planning, compliance and controversy tend to be weaker.

Some leading practices that companies should consider are:
. adopting and deploying a global approach to tax controversy
and risk management (companies that develop tax strategies from
this broader bilateral or multilateral perspective can mitigate risk
and exposure from audits);

. evaluating global systems and resources for tax risk man-
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agement (global tax risk management
systems should have processes in place
to identify, assess, measure, mitigate risk
and monitor actions and strategies not
unlike risk management strategies for
corporate or enterprise risk. The key is
having the right people understand they
have ownership of the risks identified and
take appropriate actions);
« managing ongoing and potential contro-
versies at a strategic level (comprehensive
risk management strategies help compa-
nies anticipate controversy issues, avoid
unnecessary disputes and mitigate the
impact of those disputes that do arise);
« including global tax risk as a corporate
governance issue (CEOs and boards are
increasingly seeing tax risk management
as being part of overall corporate gover-
nance and audit committees are expand-
ing their focus from a narrow examina-
tion of tax compliance issues to a broader
consideration of tax risk management);
. staying connected with tax policy and
legislative changes (changes can create
significant risks and great opportunities
for businesses and the integration of tax
policy awareness into business planning
ensures that current decisions are made
with potential future outcomes in mind).
Multinational firms operate in a dra-
matically changing world. Adapting to
these changes requires companies to
think strategically about their tax posi-
tions and overall approach to managing
tax risk. There is a growing expectation
they will engage with tax administrations
and work in new ways to resolve disputes
or avoid disputes before they occur.
Those that succeed will incorporate
tax risk management into the core of their
business decisions — from the boardroom
and audit committee agendas to the opera-
tions on the ground in various tax juris-
dictions. Getting global tax risk manage-
ment wrong can mean material financial
and reputational damage. Getting it right
can yield significant competitive benefits.

Fred O'Riordan is national adviser, tax
services, with Ernst & Young LLP in Ottawa
and a former CRA assistant commissioner,
appeals

Technical editor: Jay Hutchison, tax
managing partner, Canada, E&Y
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FRAUD

SCAMS By David Malamed

Too good to be true

Investment fraud is on the rise. So make sure you know
what red flags to look out for when giving a client advice

n 2008, two men, one American, one Canadian,
I catapulted investment fraud into headlines
around the world. The American was 70-year-old
Bernie Madoff, who for years had operated a mas-

sive Ponzi scheme that cost his many investors billions
of dollars when it collapsed. In 2009, Madoff pled guilty
to 11 felony charges, including fraud, and was sentenced
to the maximum punishment — 150 years in prison.
The Canadian was 67-year-old Earl Jones, a Montreal na-
tive who bilked 158 investors, including his cancer-strick-
en brother, his own daughter and other family members,
out of $50 million. Like Madoff, Jones had managed to get
away with his Ponzi-type schemes for a long period of time,
about 30 years in his case. In 2010 Jones was sentenced to 11
years in jail, which in Canada means he could be released
after serving only one-sixth of his sentence, depending
on his behaviour behind bars. Madoff, on the other hand,
will almost certainly die in prison.
Both men were by all accounts charming and seem-
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ingly trustworthy. Their intricate financial webs, which
they kept going for so long, became undone by something
beyond their control —a sudden downturn in the econo-
my. When many of their clients decided to cash out their
investments, the financial house of cards the fraudsters
had so carefully built could no longer remain standing.

Investment fraudsters are by no means all cut from the
same smooth cloth. They come in every size and shape
imaginable. And they are far more prevalent than the
average person likely imagines.

For every Madoff or Jones, there are thousands of fraud-
sters trying to separate gullible and often greedy individu-
als from their savings. This was made patently obvious by
the results of Operation Broken Trust, a US federal inves-
tigation organized by President Barack Obama’s Financial
Fraud Enforcement Task Force.

Operation Broken Trust, the first US nationwide initia-
tive to combat investment fraud, was established in the
wake of the recent financial crisis. The objective was to nab
fraudsters who preyed on the general public. The results
of the Justice Department’s undertaking, which spanned
only three-and-a-half months, shocked
the investigators.

In early December 2010, US Attor-
ney General Eric Holder announced
thatcriminal and civil chargeshad been
brought against more than 500 peo-
ple. The schemes exposed by the in-
vestigation had defrauded thousands
of investors out of US$r0.5 billion.
“These are staggering, staggering num-
bers,” Holder said. Prior to his news
conference, 87 people had already re-
ceived prison sentences; several were
given more than 20 years. One defen-
dant received 85 years in prison.

The investigation looked at more
than 120,000 cases of fraud, includ-
ing Ponzi schemes, foreign currency
fraud, investment scams and mar-
ket-manipulation. Holder noted that
the fraudsters targeted communities,
churches, immigrants, the elderly and
the disabled.
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The Justice Department said that in some cases church mem-
bers exploited their fellow worshippers. One man in Texas offered
his congregation lucrative foreign exchange rates he said were
a “blessing from God.” Fraudsters often targeted friends and
coworkers. In one example, a police officer lured other members
of his force into a Ponzi scheme.

Operation Broken Trust was a joint effort among Justice, the
US Postal Service, the Commodity Futures Trading Commission
and the Securities and Exchange Commission. Robert Khuzami,
director of the SEC’s enforcement division, said that while Wall
Street banks have received the biggest fraud headlines, hundreds
of other scams devastate working families and retirees.

Indeed, investment scams ensnare victims of all stripes, and
their losses can range from small amounts to many millions of
dollars.

Although it’s impossible to prevent all potential victims from
being scammed, there are many telltale signs an investment
opportunity might not be legitimate. If advisers are aware of
what to look for, they should be able to help clients avoid losing
money unnecessarily.

Large-scale investment frauds typically promise investors un-
realistic returns. One example fea-
tured a slick-talking con man — most
investment fraudsters are male and
have the gift of the gab — who some-
how convinced a large number of To-
ronto-area residents that he could
get them returns of 20% or higher in
a scheme involving the sale of high-
technology components to countries in the developing world.

He met his prey at several business networking events, where
he casually mentioned the investment opportunity. When some
showed an interest he first feigned reluctance to share his good
fortune but gradually relented. Professing a dislike for office
meetings, he suggested they have breakfast gatherings at alocal
low-scale diner. At the breakfasts, the impeccably dressed con
man slowly spun a tale of incredible sales and amazing profits.

To be eligible for such a windfall, he said, they all had to pay a
nonrefundable enrollment fee of $2,500. Once they anted up, he
played them like a cult leader, making them believe they were
a specially chosen and elite club, one that was about to become
incredibly wealthy.

Then he announced the deal was happening faster than
scheduled. If they wanted in they had to invest immediately.
A couple of the group members balked, saying they needed time
to conduct due diligence. Some mentioned they had been cau-
tioned by advisers and friends that the opportunity sounded too
good to be true. No adviser, however, had aggressively warned
them to walk away from the deal.

The con man quietly agreed with the dissenters. He urged
them to leave the group. He said there were many others wait-
ing to replace them. He even offered to return their enrollment
fee. His gambit worked. No one left. Within days the con man
received $7 million in total from the investors. Within a week
he had disappeared with their money.

Although some of the advisers had voiced concerns about the
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deal, they had not done more than offer a few words of caution.
However, this scheme had so many red flags they should have
considered an intervention to protect their clients.

In addition to the promise of unreasonably high returns,
the breakfast meetings were an indication that something
was wrong. Although the con man had cards and letterhead
for an office in a downtown high rise, it was no more than a
mail drop-off box. Who would invest large sums of money with
someone who only held meetings at a greasy spoon?

The man’s background was dubious. He had a website that
glowed with his accomplishments and recommendations from
previous investors. But apart from the website there was noth-
ing about him in the main Internet search engines. That was a
result, he explained, of his penchant for privacy and his policy
of offering opportunities only to small and exclusive groups.

In truth, he had no real track record or credible financial cre-
dentials. Any meaningful due diligence would have unmasked
him as a fraud.

The other major red flag was the ticking clock. Like many a
movie plot, a con man’s story includes an impending deadline.
Any time an investor is told it’s now or never — leaving no time

Not all individuals spinning scams are strangers to their
victims. Many, like Montreal’s Earl Jones, are quite

the opposite: they are trusted friends and even family

for effective due diligence — the investor should immediately
step away from the deal.

It’s possible investors would not have listened to anyone who
challenged the legitimacy of the deal. Greed can be blinding. But
none was directly told that this sounded like a scam. And none
was confronted with any evidence that might have shaken his or
her faith in the con man. A visit to the purported office, which
was a few minutes walk from where some of the advisers worked,
likely would have provided enough cold water to throw on an
investor’s raging fire.

Not all individuals spinning scams are strangers to their
victims. Many, like Jones, are trusted friends and even, at times,
family. Understandably, it might seem awkward or uncomfort-
able conducting effective due diligence on a close acquaintance
for fear of offending him. “Are you saying you don’t trust me?”
the acquaintance might respond. But if the deal is legitimate and
the person presenting it is professional, the response should be
to welcome the scrutiny. Any attempt to dissuade meaningful
inquiry should be taken as a bad sign and an incentive to dig
into the person’s background and claims even more diligently.

Jones ingratiated himself into the lives of his victims. He
was someone people easily liked. He was also not qualified to
invest their money. A quick check of his background would have
revealed that he was not a certified financial planner, contrary
to what he claimed.

As one forensic accountant likes to say, when it comes to fam-
ily and friends keep your chequebook separate. Fraudsters tend



to be expert at reading human nature and know how to take
advantage of a person’s weaknesses. One such trait they like to
exploitis vanity. When touting a scam one approach is to couch
itin difficult-to-follow language that makes it sound incredibly
impressive. “Unlike a lot of people, you understand how this all
works,” they will say, or words to that effect. As soon as the victim
nods in agreement, the bait has been taken.

As an adviser, make sure you and your client are completely
clear as to what a potential investment entails. If not, warn your
client to stay away from it. No legitimate investment should be
unclear in any way. All risks should be understood and closely
assessed.

If the client is being offered exceptional returns and has been
told the individual or firm making such claims has a history of
similar achievements, do not take the assertions at face value. A
red flag in the Madoff case was that his reported performance was
too good to be true. If the returns are far above industry norms,
follow the advice of the CFA Institute: “Find out if the firm has
its reported performance numbers independently audited, who
audits them, and whether these figures comply with Global
Investment Performance Standards, a set of ethical principles
for calculating and reporting investment results.”

While a client should not automatically avoid investing with
anindividual or a small firm, the risk, understandably, is greater
than when doing business with a large entity that is subject to
oversight. For that reason, thorough due diligence is even more
critical when considering a deal when there are no safeguards
if the deal turns out to be fraudulent. A transaction involving a
broker or a financial institution affords some degree of protection.
The institution might make restitution or the victim could seek
recourse from bodies such as the Investment Industry Regulatory
Organization of Canada or the Canadian Investor Protection
Fund, which provides insurance for investors who lose money
in a transaction involving a CIPF member.

Doing business with a seemingly respected broker does not
guarantee that investment fraud won’t occur. There are too

many cases of brokers misusing clients’ money to dispel that
notion. In many instances of broker fraud the evidence shows
that the client paid scant attention to what was happening with
his or her account. One red flag clients should watch out for is
if the broker, and not the firm, is sending out the account state-
ments. A client should also be careful not to sign any papers
sent by the broker without obtaining professional advice on
what the papers state. This is especially true if the client is
elderly. And, needless to say, a broker should not be allowed to
make transactions without a client’s authorization. If such a
relationship exists, especially if a bond of trust has developed
between a broker and client over the years, it needs to be cur-
tailed. Sometimes an outside adviser can help such a change
take place by presenting it as a matter of business practice and
not as a personal slight to the broker.

These days a lot of the smaller investment frauds are launched
via the Internet. Although many people — hopefully most —are
aware of the variations in the so-called Nigerian scams that offer
large amounts of money to help someone access a small fortune
in some foreign bank, they do occasionally work. Clients should
be advised never to respond to any e-mail investment solicita-
tion. There are far too many scams to itemize, but they tend to
have similar characteristics: they are not addressed to a specific
individual and the spelling and grammar are poor.

They also tend to promise that their investment is a sure thing.
That’s definitely a red flag. The only sure thing about an invest-
ment is that there is an element of risk. That risk can be reduced
by effective due diligence. The investigation has to take place,
however. Too often the lure of easy and quick money trumps
common sense. That’s where an adviser can play an essential
role by pointing out the red flags, providing, of course, that the
adviser doesn’t also fall for the pitch.

David Malamed, CA-IFA, CPA, CFF, CFE, CFl, is a partner in
forensic accounting at Grant Thornton LLP in Toronto. He is also
CAmagazine's technical editor for Fraud
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DEFINED BENEFITS

By Darren Henderson + Christine Wiedman

Will changes bring transparency?

Some fear that proposed changes to pension accounting
may make DB plans less attractive to companies

ension accounting for defined benefit (DB) pen-
P sion plans has long been criticized for its com-
plexity and lack of clarity. In 2005 Mary Williams
Walsh of the New York Times wrote, “It is no secret

that pension accounting is a hall of mirrors that distorts
the appearance of both pension plans and the companies
that sponsor them.”

In April 2010, the International Accounting Standards
Board recognized the “urgent need to improve the finan-
cial reporting of long-term employee benefits” by propos-
ing sweeping changes in the Exposure Draft Defined
Benefit Plans.? The key proposed change is to end the
smoothing of pensions by recognizing the pension fund-
ed status directly on the balance sheet. In addition, pro-
posed pension rules would remove discretion in choosing
an expected return on pension assets (EROA) rate and
break pension expense into three components.

Will the proposed changes improve transparency?
How will Canadian companies be impacted, particu-
larly those with large underfunded pension plans? The
proposed changes, incorporating the empirical findings
from academic research on pension accounting, and

estimating the impact on Bombardier Inc., a Canadian
firm with a significant pension deficit, are evaluated and
summarized in the following.

Recognition of funded status, elimination of smoothing
With the existing smoothing mechanisms under IAS
19, Employee Benefits, pension assets and liabilities rec-
ognized on the balance sheet often differ significantly
from the funded status of employer DB pension plans
(i.e. the fair value of pension assets less accrued benefit
obligation).? For example, in its January 31, 2010, finan-
cial statements, Bombardier recorded a net pension asset
of $338 million on its balance sheet, while its pension
funded status was a deficit of $1.514 billion. The differ-
ence of $1.852 billion, comprised primarily of unamor-
tized actuarial losses, remains off-balance-sheet and is
only disclosed in the notes to the financial statements.
Because the proposed full recognition of these amounts
is expected to significantly impact the financial state-
ments of many firms, opposition is expected. In a com-
ment letter on the exposure draft, British Airways Plc
notes that removal of the corridor method would cause
asignificant reduction in equity and cause confusion to
users of financial statements.

Bombardier Inc.
Impact of funded status recognition

All figures are in millions of US$, except percentages

Year

Shareholders’ equity — original

Shareholders’ equity — exposure draft
Percentage change under exposure draft

Change in shareholders’ equity — original
Change in shareholders’ equity — exposure draft
Difference between original and exposure draft

Difference as percentage
of original shareholders’ equity
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2010 2009 2008 2007 2006
3,769 2,554 | 3,188 2,733 = 2,425
1,917 740 1,810 1,184 385
-49% -71% -43% -57% -84%
1,215 (634) 455 308 127
1,177 | (1,070) 626 799 (274)
(38) (436) 171 491 (401)
-1% -17% 5% 18% -17%
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Bombardier Inc.
Impact of eliminating discretion for expected return on assets
All figures are in millions of US$, except percentages

Year 2010 2009 2008 2007 2006
Expected return on assets — original 6.98% @ 7.33% @ 7.42% 7.23%  7.20%
Expected return on assets — exposure draft 6.01% @ 539% | 4.99% | 4.77% | 5.39%
Percentage change under exposure draft -097%  -1.94% -2.43% -2.46% -1.81%
Pension expense — original 234 248 282 366 287
Impact of exposure draft rate change 51 109 122 97 60
Increase as a percentage of pension expense 22% 44% 43% 27% 21%

Critics of current pension accounting argue that smoothing
is misleading and hides the fiscal reality underlying pension
plans. However, earlier academic research finds that investors
generally consider pension liabilities when assessing firm
value and credit risk. An early study finds that pension assets
are positively associated with stock price and pension liabili-
ties are negatively associated with stock price, supporting the
notion that the market views pensions as assets and liabilities
of the corporation.* Another study finds that the fair value of
pension assets and the accrued benefit obligation reported in
the notes to the financial statements explain market values
better than the balance sheet pension assets and liabilities.5
Research also finds that the funded status of the pension plan
is incorporated into corporate bond ratings.* While this lit-
erature suggests that financial
statement users take pension
information into account, more
recent research finds that ana-
lysts and investors have difficul-
ty fully processing the complex
information available for pension
plans.’ Specifically, investors fail
to accurately assess the long-run cash flow and earnings impli-
cations of the off-balance-sheet portion of the funded status and
the pension liability. Further, the bond market incorporates
unfunded pension liabilities into bond spreads but appears to
give more weight to liabilities reported on the balance sheet
than to those reported off-balance sheet. The more recent find-
ings support the proposal to fully recognize the funded status
on the balance sheet.?

For some firms, the balance sheet impact of immediate rec-
ognition of funded status can be significant. The table on p. 60
demonstrates the estimated impact on Bombardier from 2006-
2010.° Shareholders’ equity decreases by between 43% and 84%
and the volatility of changes in shareholders’ equity increases.
On transition to IFRS this year, many Canadian firms may elect
to fully recognize unfunded pension liabilities, reducing the
initial impact of the proposed standard.
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Elimination of EROA discretion
Under the existing IAS 19, EROA is calculated using the expected
long-term rate of return for plan assets and requires judgment in
determining these expectations. The proposed rules will remove
any discretion by requiring a net interest charge to be applied
to the funded status of the plan, effectively using the discount
rate for both the accrued benefit obligation and plan assets.
Accounting researchers have documented numerous instanc-
es where managers opportunistically use discretion allowed
under accounting rules to achieve a desired result, such as
increasing earnings. Specific pension research has found that
managers will often reduce the pension expense by taking
advantage of the judgment required in estimating EROA. One
study finds that the relation between EROA and pension port-

Financial statement users take pension information into
account, but research finds that analysts and investors

have difficulty fully processing the complex information

folio asset allocations is weaker than expected.™ Another finds
that EROA assumptions appear to be more aggressive when these
assumptions have a greater impact on reported earnings. This
study also finds evidence that firms use higher EROA rates to
meet earnings targets, prior to acquisitions and secondary stock
offerings, and when CEOs exercise stock options.” These studies
provide support for the proposed standard, since managerial
discretion would be reduced.

However, companies legitimately argue that applying the
discount rate to both the accrued benefit obligation and the plan
assets is problematic, since each has different economic drivers.
For example, in an exposure draft comment letter, Ford Motor
Co. disagrees with the proposed treatment by arguing that an
EROA better reflects underlying economics relative to the dis-
count rate. The EROA, when faithfully estimated, reflects the
pension asset allocation and the investment strategy specific
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to a given pension plan in a way that the discount rate does not.

Since the discount rate will generally be lower than com-
panies’ EROAs, most companies will have a higher pension
expense as a result of the proposed change, which may cause
some pushback from impacted firms. The table on p. 62 details
the estimated impact on Bombardier of using the discount rate
instead of EROA. The change reduces the rate in use by between
0.97% and 2.46% for 2006-2010 and causes an increase in pen-
sion expense by between 21% and 44%. Company opposition
to the proposed changes is not surprising given the potential
magnitude of impact. As a further consequence, companies
may choose to invest in less risky assets since they are not able
to report a lower pension expense when taking on more pen-
sion asset risk.

Disaggregation of pension expense components
Under IAS 19, all pension expense components are aggregated
into a single pension expense figure. The exposure draft pro-
poses to break pension expense into three separate components:
- service cost, which would include current service costs and
past service costs (no longer amortized) and be recorded as an
operating expense;
. finance cost, which would include the interest on the accrued
benefit obligation less the interest on the plan assets and would
be recorded as a component of financing; and
. remeasurements, which would include all actuarial gains and
losses and would be recorded as other comprehensive income
(OCI) as they occur (i.e., there would be no smoothing).

Past research in accounting and finance demonstrates that

investors place different value on permanent versus transitory
components of earnings (i.e., permanent earnings will recur,
meaning the impact on firm value is significant, while transi-
tory earnings are expected to occur only once). For pensions,
actuarial gains/losses are transitory, while service and finance
costs are recurring. A recent study concludes that fair-value
pension accounting can actually impair the equity and credit
value relevance of income statement pension information unless
gains and losses are separated from other income components.™
The authors argue that disaggregation is important as it allows
more persistent components, such as service cost, to be valued
separately from less persistent components. Therefore, academic
research provides support for disaggregated reporting of pen-
sion components.

The net impact of the exposure draft on pension expense
will vary across firms. Firms with large amortization expense
may have lower pension expense since actuarial losses would
be recorded in OCI under the proposed rules. However, firms
with significant past service costs in a given year may have
dramatically increased pension expense. For Bombardier from
2006-2010, pension expense would have been lower in 2006 and
2007, and higher in 2008-2010 (see the table below).

Under existing rules, only foreign exchange gains/losses are
required to be recorded in OCI, while the exposure draft proposes
to include all remeasurements, most notably all actuarial and
experience gains and losses. This change will increase the vola-
tility of amounts reported in OCI. For Bombardier the impact on
OClI s quite significant under the exposure draft, as outlined in
the lower part of the table below.

Bombardier Inc.
Impact of exposure draft on pension expense
All figures are in millions of US$, except percentages

Year

INCOME STATEMENT

Pension expense — original

Service cost — exposure draft

Finance cost — exposure draft

Total pension expense — exposure draft

Percentage change under exposure draft

OTHER COMPREHENSIVE INCOME (0Cl)
Pension impact on OCI — original
Pension impact on OCI — exposure draft

Change under exposure draft

Change as percentage of original shareholders’ equity
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2010 2009 2008 2007 2006

234 248 282 366 287

196 252 259 111 164
50 70 100 114 106
246 322 Sb59 225 270
5% 30% 27% -39% -6%
(177) 347 (157) (105) 35
(43) (373) 156 319 (382)
134 (720) 313 424 (417)
4% -28% 10% 16% -17%



Conclusion

Pension accounting has long been criti-
cized as being opaque, confusing and open
to manipulation. Academic research gen-
erally supports key elements of the pro-
posed rule changes, including recognition
of the funded status on the balance sheet
and disaggregation of pension compo-
nents. The new presentation should help
investors, analysts and creditors more
fully incorporate pension information
into their assessments. However, compa-
nies that sponsor DB pension plans will
be noticeably impacted if all proposals are
accepted, particularly companies with
large unfunded deficits. Sponsors will cer-
tainly experience increased volatility in
shareholders’ equity, which could make
covenant violations more likely based on
existing borrowing agreements. With the
many risks companies already bear by
sponsoring DB plans, the proposed rules
could make such plans even less attractive.

References:

1. Walsh, M. 2005. “GM tops list as study
questions pension accounting,” The New
York Times, June 30, 2005.

2.IASB. 2010. Defined Benefit Plans.
Exposure Draft. London, UK: IASCF.
See Basis of Conclusions, paragraph BC4
for the board’s key goals for the proposal
(final standard should be released by
mid-2011).

3.IASB. 2007. IAS 19, Employee
Benefits. London, UK: IASCF. Similar
provisions apply under CICA Handbook
Section 3461, Employee Future Benefits.
One IFRS/Canadian GAAP difference is
the option, under current IFRS, to rec-
ognize actuarial gains and losses in the
period in which they occur as a separate
component of other comprehensive
income. Some Canadian companies
may elect this option upon transition
to IFRS.

4.Landsman, W.R. 1986. “An empirical
investigation of pension fund property
rights,” The Accounting Review, 61(4):
662—691.

5. Barth, M.E. 1991. “Relative measure-
ment errors among alternative

pension asset and liability measures,”
The Accounting Review, 66(3): 433—463.

6. Maher, J. J. 1987. “Pension obligations
and the bond credit market: an empiri-
cal analysis of accounting numbers,”
The Accounting Review, 62(4): 785-798.

7. Picconi, M. 2006. “The perils of
pensions: does pension accounting
lead investors and analysts astray?”

The Accounting Review, 81(4): 925—955.

A related study (Franzoni, F. and J. M.
Marin. 2006. “Pension plan funding
and stock market efficiency.” Journal

of Finance: 61(2): 921-952) arrives at simi-
lar conclusions about market ineffi-
ciency relating to pension information.

8. Cardinale, M. 2007. “Corporate
pension funding and credit spreads,”
Financial Analysts Journal, 63(5): 82-101.

9. We estimate the financial statement
impact of the rule change using the
proposals articulated in the Exposure
Draft and financial statement infor-
mation disclosed by Bombardier in its
financial statements.

10. Amir, E. and S. Benartzi. 1998.

“The expected rate of return on
pension funds and asset allocation

as predictors of portfolio performance,’
The Accounting Review, 73(3): 335—352.

3

11. Bergstraesser, D., M. Desai and J.
Rauh. 2006. “Earnings manipulation,
pension assumptions and manage-
rial investment decisions,” Quarterly
Journal of Economics, 121(1): 157-195.

12. Hann, R.N,, F. Heflin and K.R.
Subramanyam. 2007. “Fair-value pen-
sion accounting,” Journal of Accounting
and Economics, 44(3): 328—358.

Darren Henderson is an assistant
professor at the Richard Ivey School of
Business at the University of Western
Ontario in London, Ont. Christine
Wiedman is KPMG professor of
accounting at the School of Accounting
and Finance at the University of Waterloo
in Ontario. She is also CAmagazine's
technical editor for Education

G
m
;
>

CARSWELL

THE UNIFORM EVALUATION
IS SEPTEMBER 13-15, 2011

Make the grade with UFE Tax:
A Guide to Understanding the
Basics of Canadian Income
Taxation, Second Edition

by Jason Fleming.

This introductory tax text is written
in plain language to make it easier
to understand rudimentary tax
principles. You gain a big-picture
understanding of federal income
taxation in Canada that helps you
succeed in the exam.

Make the grade.
Visit www.carswell.com/UFE

ORDER # 982817-60155 $47
Softcover approx. 250 pages
June 2010 978-0-7798-2817-3

ALSO OF INTEREST
PRACTITIONER’S INCOME TAX ACT
2011, 39TH EDITION

Practitioner's

- Income Tax Act

[

ORDER # 983492-60155 $108
Softcover approx. 2600 pages

March 2011 978-0-7798-3492-1
www.carswell.com/pita

Available risk-free for 30 days
Order online at www.carswell.com
Call Toll-Free: 1-800-387-5164 In
Toronto: 416-609-3800

CARSWELL.

A Thomson Reuters business

CAmagazine | June/July 2011 65




TAXATION

RETROSPECTIVE

By Michael Cadesky + Peter Weissman

Income tax, then and now

A quick review of the past four decades of the tax system
proves it’s a complex Canadian tax world

t has been almost 40 years since Canada over-
I hauled its tax system, eliminating estate duties
and bringing in capital gains tax. Since 1972, we have
seen no less than 49 editions of the Income Tax Act.

Its length has increased enormously and the complexity
exponentially. Changes in technology have aided the
Canada Revenue Agency in the selection and audit of tax-
payers. Ever-changing legislation, powerful audit tools,
information exchange agreements and antiavoidance
rules have made tax planning harder, tax compliance
more challenging and tax enforcement easier with key
changes over the past 40 years and challenges presented
to the accounting profession.

Personal tax rates
In 1972, the top personal tax rate was close to 70%, when
taxable income reached $60,000. Today, the combined
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top personal tax rate is between 39% and 48% (depend-
ing on the province) when taxable income reaches about
$128,000. While the top personal tax rate has decreased
noticeably, the expansion of the tax brackets has been
far below inflation.

The first meaningful reduction in tax rates occurred
with the 1981 federal budget. The objective was to broaden
the tax base and lower personal tax rates. In 1987 tax rates
were again lowered and the tax base was broadened fur-
ther, along with the conversion of tax deductions to tax
credits. We moved from higher rates and a smaller tax
base to lower rates and a broader tax base.

Corporate tax rates

Corporate tax rates have changed just as dramatically as
personal tax rates. In 1972 the top corporate tax rate was
about 52%. When the latest reductions come into effect
inJanuary 2012, Canada will have a combined federal and
provincial corporate tax rate of about 25% (depending on

BLAIR KELLY



the province) and will no longer be seen as a high-tax place to do
business. Canada’s corporate tax rates are now lower than those
in the US. With corporate rates this low, CAs will have to revise
decades-old strategies.

Small business

Canadian-controlled private corporations (CCPC) have always
enjoyed a preferred tax rate on active business income. The differ-
ential between the high corporate tax rate and the small business
rate in 1972 was about 25%. Today it is only 10%. Compensating
for thisis the dramatic increase in the annual income eligible for
the small business rate. Originally $50,000, it is now $500,000.

Dividends and capital gains
The preference for dividends or capital gains has gone back and
forth over the past 40 years. We have seen capital gains lose
ground to dividends as the capital gains inclusion rate increased to
66213% from 50% in 1988, and then in 1990 to 75%. When reduced
toa 50% inclusion rate in 2000, capital gains regained favour. Even
with the eligible dividend system that evolved out of the income
trust era, capital gains are still preferred in most provinces.

This issue has far-reaching conse-
quences, extending even to post-mor-
tem planning strategies.

Capital gains exemption

It is hard to think of a change in the
past 40 years with more impact on
small business tax planning than the
capital gains exemption. Now at $750,000 per individual, the
capital gains exemption is worth about $170,000 of tax savings.
Ensuring clients can access this significant benefit has resulted
in CAs having to turn simple CCPC structures into more compli-
cated but optimal structures that need to be closely monitored.

Owner-manager remuneration

Until recently, three guiding principles governed the basic phi-
losophy of owner-manager remuneration in Canada. Pay salary
and bonus to eliminate high-rate income, leave low-rate income
in the corporation (to defer tax) and, if additional personal funds
are required, pay dividends.

With the dramatic reduction in corporate tax rates and the
eligible dividend system, it is becoming more common to retain
high-rate income in a corporation as an alternative to bonuses.
This dramatic shift in philosophy for owner-managed busi-
ness, previously unthinkable, is caused by the stark differential
between the top personal tax rate and the general corporate tax
rate. If the tax rates do not drop as expected, we will be revisit-
ing this issue.

Scientific research and experimental development program

The SR&ED tax credit program is a cornerstone of the Canadian
tax system and one of the best incentive programs in the world,
but it is somewhat unpredictable. Issues regarding the pro-
gram’s administration are under review and hopefully this
incentive remains an element to drive innovation in Canada.

Tax deferrals

There is an old adage that tax deferred is tax saved. This has not
escaped the watchful eye of the government, and many changes
have been enacted to prevent tax deferral.

For CAs advising owner-managed businesses, the first attack
on tax deferral came with amendments to the rules on unpaid
remuneration. In the past, it was permissible to accrue a bonus
at year-end and pay the bonus one year later, so deferring per-
sonal tax. This advantage was eliminated in 1986, resulting in
the current rule that remuneration be paid within 180 days of
year-end, failing which it is not deductible until paid. Because
180 days is less than six months, the due date always falls before
the date for filing the corporate tax return.

The next change occurred in 1995 and affected not only clients
but also CAs. It provided that a partnership with an individual
(or a professional corporation) as a partner report income on a
calendar-year basis. The March 2011 federal budget proposed
to eliminate the deferral from all partnership structures. Even
though the budget was defeated, it is expected these particular
proposals will ultimately become law as proposed.

Other changes have been more subtle. The government of

There's the old adage that tax deferred is tax saved. This
hasn't escaped the watchful eye of the government and

many changes have heen enacted to prevent tax deferral

Canada records its tax revenue on a cash basis when preparing
the accounts of the nation. Its year-end is March 31. In a move
designed to create a one-time increase in tax revenues, the
date for remittance of personal tax instalments was changed
from month-end to the 15th. This gave enough time to bank
the March tax instalment before the government’s year-end.

Antiavoidance rules

A striking feature of today’s Income Tax Act is the number of
antiavoidance provisions, many adapted from other jurisdictions,
most notably the US. Most stem from a tax plan that became
popular, and ultimately too popular.

Antiavoidance rules target tax shelters, restrict capital cost
allowance, bring about at-risk and limited recourse financing
restrictions and deny donations. We have seen antiavoidance
rules directed at income splitting, first with a general cleanup of
the rules in 1985 and, more recently, the kiddie tax that applies
to interest and dividends in respect of closely held companies.
The March 2011 federal budget proposes to extend these rules
to certain capital gains.

If one had to pick the most significant tax case of the past 40
years, arguably it would be the Stubart Investments Ltd. (1984
DTC 6305) case where the Supreme Court held that there is no
requirement under the Income Tax Act for a transaction to have a
business purpose. Provided the transaction is legally effective, its
form will govern, absent specific legislation to the contrary. The
afterglow of Stubart was short-lived, with the implementation
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of the general antiavoidance rule (GAAR) in 1988. We advised
clients, anxiously, for 17 years until the Supreme Court clarified
how GAAR was to be interpreted. We now practise in a world
where tax avoidance is permissible provided it is not abusive.
The CRA has not enjoyed the success it had hoped for in applying
GAAR, particularly where international tax treaties are involved.

Now GAAR must be addressed in tax planning even when all
technical tax provisions have been complied with.

International area
We have witnessed an explosion of legislation in the international
area, which began in earnest when CRA lost the Canada Trustco
case in 1995. This case opened the door to structuring active
businesses offshore and stuffing them with investment income
earned tax free. This opportunity was closed down rapidly with
amendments to the foreign accrual property income rules, form-
ing the basis of what we have today. We are faced with lingering
uncertainty in international planning. Proposed amendments
to the tax rules for foreign affiliates and nonresident trusts have
been out there for a decade but have not become law. The rules are
so complicated that the Senate exercised its seldom-used author-
ity to refer the proposals back to Parliament for reconsideration.
If successful, the recent Garron and Antle decisions will mod-
ify the law regarding the residence of trusts, which has been
accepted since the Thibodeau Trust case in 1978.

Tax litigation

The past four decades have seen a dramatic increase in tax liti-
gation due to various factors including taxpayers becoming
more litigious and/or more aggressive; the CRA becoming more
unreasonable and/or refusing to settle cases; and the increasing
complexity of the Income Tax Act. Whatever the reason, it is clear
that tax litigation is a blossoming business. Lawyers handling
tax litigation cases place heavy reliance on a support team that
often includes CAs who know a client’s history intimately.

Compliance explosion

In 1972 the corporate income tax return was relatively simple.
It had to be: it was prepared by hand. The starting point was the
corporation’s audited financial statements. Today, the corporate
tax return is a voluminous series of schedules, condensed into a
barcode or filed electronically. Changes have been significant,
but the most monumental is the starting point. Fixed format (or
GIFI) financial statements are now used based on the corpora-
tion’s internally generated figures, instead of external financial
statements produced by CAs. Recently proposed aggressive tax
planning rules will require that the CRA be informed of tax plans
that meet certain criteria. Preparer penalties now exist that can
penalize advisers in certain circumstances.

In the international area, much additional reporting is neces-
sary. Foreign reporting forms disclose information concerning
foreign affiliates, the T106 discloses transactions with foreign
related parties, and there is a requirement for contemporaneous
transfer pricing documentation. This contributes greatly to the
cost and complexity of tax compliance and places responsibility
on CAs to ensure the necessary information and filings are done.

Tax administration

The CRA’s audit actions have increased steadily over the past
four decades. The increased compliance requirements noted
above resulted in even more taxpayer information going to the
CRA. With computer technology, electronically filed personal
and corporate tax returns and better taxpayer identification pro-
cesses, the CRA is able to run larger and broader special projects.
Decisions of Canadian courts, including the Supreme Court,
have confirmed the CRA’s broad authority to require organiza-
tions to provide information related to unnamed third parties.
For example, eBay, Amex Bank, The Redeemer Foundation and
the Montreal Real Estate Board were all required to provide the
CRA with information regarding their members.

Electronic searches are greatly aiding the CRA, which has
been known to demand access to e-mails and other virtual in-
formation. Analyzing ratios based on electronically filed GIFI
information to identify audit targets has started at the CRA.
Expect the trend for more international cooperation, informa-
tion sharing and even joint auditing among tax authorities to
continue.

This combination of access to large amounts of information
and computer sorting techniques has resulted in a proliferation
of special projects. Gone are the 1990s-style special projects such
as audits of car expenses, hairdressers, restaurants or interest
expense. Now projects range from the kiddie tax project of 2008
to complex and costly mass audits such as those of trusts and
high-net-worth individuals.

Taxpayers now have the taxpayer relief measures and certain
declared taxpayers’ rights that can assist in dealing with the CRA.

What’s next

In charting a course for the future, one would be misadvised
to use the signposts of the past as a guide. It is unlikely that
corporate tax rates will fall further, and it is equally unlikely
that personal income tax rates will drop by much. Capital gains
will most likely continue to be 50% taxable, and dividends from
Canadian corporations will still enjoy preferential treatment. It
seems the capital gains exemption is here to stay.

Entrepreneurial business will continue to enjoy tax advan-
tages, given its importance to the Canadian economy.

Tax avoidance will be dealt with harshly and swiftly by leg-
islation and aggressive audit activity by the CRA. CAs will have
to be careful to avoid assuming clients’ tax liabilities as a result
of preparer penalties, the aggressive tax planning rules and poor
documentation or advice, leading to litigation by clients.

What is as sure as death and taxes is that the income tax world
will continue to become more complex and that scrutiny by the
CRA will increase. CAs must continue to invest in education to
update their tax knowledge. Those practising in the tax advisory
area will continue to live in challenging and exciting times.

Michael Cadesky, FCA, FTIHK, TEP, and Peter Weissman, CA,
TEP, are partners with Cadesky and Associates LLP in Toronto

Technical editor: Jay Hutchison, tax managing partner,
Canada, E&Y
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E X e cC
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

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

Telephone: 416-490-9898
www.us-taxservices.com

THE SIMPLE SOFTWARE
SOLUTION TO DOCUMENTING
SR&ED TAX CREDIT CLAIMS

+ Reduce documentation efforts
by as much as 75%!

« Create concise project descriptions
with cost correlations

« License fees as low as $1,000 / year
= Full training and support available

SR&ED eligiblity overview
& demo at www.rdbase.net

RDBASE.NET

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

Tel: (514) 484-5160

Fax: (514) 484-5453
OIS LT F A PN TS E-mail: info@liwconsultants.ca

www.liwconsultants.ca

PAY EQUITY/I’EQUITE SALARIALE

AUDITS IN PROCESS

The commission de I'équité salariale (CES) is now auditing Quebec enterprises to insure
Pay Equity compliance. Don’t wait until you get a CES audit notice!

LIW Consultants has assisted numerous Quebec corporations implement Pay
Equity and our proven methodology has been validated by the CES.

( Beginning 2011, all enterprises must file an annual government declaration. )

W Tel.: (514)484-5160 » Fax: (514)484-5453

E-mail: info@liwconsultants.ca
CCONSLIT. T ANNTS .
Since 1986 www.liwconsultants.ca

* some restriction apply. call for details

Your Client’s business
needs a lift?

We can help. CAs that refer 3 clients that

become our client get a *FREE website.
Call 416.286.2860 or e-mail

aul@adarmygroup.com for details.

P
ABARMYGROUB.C*M

ADVERTISING ACENCY * LOGO DESIGN * WEB DESICN * SOCIAL MEDIA * VIDEO PRODUCTION

LOOOKING FOR
A CHANGE OF
SCENERY?

— ACCOUNTING
PRACTICE
- SALES

NORTH AMERICA'S LEADER IN PRACTICE SALES

We have qualified buyers waiting! We simplify
the process and help you get more for your practice...
along with the BEST terms. To learn more,
call Brannon Poe, CPA at 1.888.246.0974
or visit us at www.accountingpracticesales.com

FRAN /=

LOCAL. TRUSTED. FRANCHISE. EXPERTS.

Canada’s leading Franchise Consultants
Want To Build An Empire?
Call Dave about MASTER FRANCHISES
888-274-2125 or dbroughton@frannet.com
FRANCHISE BROKERS NEEDED
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Accounting for Success
The Guide to Case Resolution
(new edition)
by

Dr. Sylvie Deslauriers FCA CPA

www.ABplusPublications.com

FRANCOYS BRUNET, CA — CONSULTING FIRM

U.S. and International Tax

Services: e U.S. and international tax consulting
o |.S. tax returns (individuals and corporations)
e [nternational transaction consulting
Resources: e Qur team is composed of experienced tax advisors

® Qur network is established in over 100 countries

630 RENE-LEVESQUE BLVD. W., ® SUITE 2895  MONTREAL ® QUEBEC e H3B 136
TELEPHONE: (514) 938-0663  FAX: (514) 938-1695

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

r—_—_—_—_—1

Insert Your
Ad Here

For rate information, contact
Darcey Romeo @ 416-204-3257
darcey.romeo@cica.ca

L_________J

CA|SOURCE

Looking to recruit
Chartered Accountants?

Offer positions to over 77,000 CAs
Highly targeted advertising
Immediate matching resume database access

For more information visit

www.casource.com/advertising

CA|SOURCE

The key to a successful search

‘ A Chartered Accountants
of Canada

CAFirm Directory

Register today and get a
Free Enhanced Listing

The CICA’s CA Firm Directory is the go-to

source for clients looking for a CA firm. A

Basic listing is always free and if you register
today, your listing will be enhanced with priority
placement and an image for 6 months at no cost.

Special CA Firm Directory Offer

Visit www.cafirmdirectory.com to get started

‘ A Chartered Accountants
of Canada
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" GREAT ACCOUNTANTS

AREN'T BORN, THEY RE... pte

account ing
& finance inc.
people that count

Contracts and Projects

nes

Bruce Singer, Chartered Accountant
CEO & Visionary

Typical projects include IFRS, Controllers, Assistant Controllers, CFOs, Auditors, Taxation, Treasury, SOX Specialists, Junior to Senior Accountants.

, » o . 905-660-9550
For today’s CONTRACT OPPORTUNITIES, visit our website at: ptcaccounting.com 1-877-303-9550 )

Replying to a CAmagazine CJM |
Box Number? -

Chief Financial Officer

BOX # Menergy is one of the world’s largest fully integrated
geothermal companies. It designs, installs and services
geothermal systems for all sizes of buildings, both commercial
and residential. It is also a manufacturer of state of the art
heat pumps and possesses extensive soil conductivity IP. As

a growth oriented, international company based in Toronto,
Canada, it is expanding its North American operations.

277 Wellington Street W

Toronto ON M5V 3H2

As its international operations grow, Menergy requires a

F CFO to be located in its Toronto head office. As a Canadian

ax us at Chartered Accountant (or equivalent designation) you will
have at least 5 years of management experience working as

416 204.3409 a CFO. Experience in a publicly listed company would be an

asset. You will have experience in regulatory compliance with
an understanding of securities laws. In addition the CFO will
have strong financial background in such areas as financial

. analysis, budgeting/modeling, profit management, mergers &
Send €- mall to acquisitions, strategic planning, analysis and integration.
advertising.camagazine With an ability to work across cultures and organizational
levels, you will be a hands on leader with executive presence
@cica.ca excellent presentation skills and outstanding communications
ability.

For more information about this position in a green energy

company, please contact Douglas Lash at dlash@menergy.ca.
Please ensure that the

B oX N um b er s clearly indicated Menergy Corporation

on your envelope, fax or e-mail. Suite 308-3000 Steeles Ave East
Markham ON L3R 4T9

All enquiries will be treated in strict confidence.
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CORPORATION

MAXIMUM
EFFICIENT

COMPLETE SR&ED CLAIM
PREPARATION SERVICES

Recover up to 65% of
experimental development costs

Free Assessments < 15 minutes
Claims often completed < 1 week

USE OF
KNOWLEDGE

Visit us at www.meuk.net

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

Fees typically < 20% of $ recovered
ATTEND AN UPCOMING

SR&ED WORKSHOP!

Details @ www.meuk.net

ME+U=Knowledge

IWASAN

est. 1988

SR&ED SOLUTIONS

Clients performing R&D?
Need Help?

www.iwasan.com

Call Chris Stevens
1-800-661-4463

IFRS Implementation - CA/MBA,
based in west GTA, with 20+ years
of industry experience is available
for freelance engagements includ-
ing IFRS Implementation. If you re-
quire an experienced professional
to complement your current staff,
contact me. Per Diem, short or me-
dium term. See www.proclaimconsul
tants.com or call Carl at (905) 815-5431

IFRS and Private Enterprise GAAP
CA in the GTA with over 25 years of
experience. Available for contract
assignments including IFRS, PE GAAP
and compliance. We address short-
falls in staff competencies or staff
complement. See www.glenidan.ca
or call 416-262-6649.

External Monitoring Reports and
File Quality Review Specialists. You
will need these reports to meet the
new CICA standards and for your firms
upcoming ICAO Practice Inspections.
We operate anywhere within the GTA
and all surrounding areas. Call us now
at 905-598-2800 and be confident

74 CAmagazine | June\July 2011

that these important functions have
been taken care of for you!

Toronto CA with 15+ years of ex-
perience available for per diem as-
signments. Highest quality working
paper preparation, helping to com-
plete audit, review, compilation, and
tax services (corporate and person-
al). Best bookkeepers (professionally
trained) are also available to your
clients. Contact: eacacan@gmail.com

Dufferin north of Finch - Toronto CA
firm with several new offices avail-
able. Ground floor, free parking and
prestige meeting rooms. All inclusive
or a-la-carte options. We have it all
for you! Our collaboration environment
is unique. Turn-key and worry free.
Rick 416-665-7735

Furnished space in the GTA - One of-
fice space and secretarial station lo-
cated in a law office at Burnhamthor-
pe & 427. Shared reception, facilities,
boardroom. For more information, call
1516-620-0362 or email office@lldg.ca.

Accounting Practices Wanted - We
are a growing professional services
firm (accounting and taxation, wealth
management) looking to add to our
existing accounting practice and wel-
come any opportunities in B.C., Al-
berta or Ontario. We offer flexible
succession options allowing current
owners to, at their discretion, remain
involved in the practice in an advisory

capacity. We also offer a premium for
practices that, like us, are run with
integrity and share a commitment to
providing exceptional client service.
Please forward details of your prac-
tice to accounting@firstleaside.com.

Accounting Practice Sales Current
Listings:

Southwestern Ontario - $425,000
Hamilton, ON - $164,900
Southwest of Lloydminster,

AB - $645,000

Northeast Alberta - $840,000
Calgary, AB - $175,000

Central Northern, AB - $145,000
Lake Cowichan, BC - $75,000
North Okanagan Valley - $150,000
Southern Interior, BC -

$717,000 (Gross)

Prince Albert, SK - $590,000

To view the most up to date listing
information, please visit
www.accountingpracticesales.com

Are you ready to sell your practice?
Contact Brannon Poe with Accounting
Practice Sales for a confidential discus-
sion at: 1-888-246-0974 or via email at
bpoe@poegroupadvisors.com. Discov-
er our unique 5-step process which is
designed for simplicity and unequalled
value. BUYERS - registration with us
is simple and free via our website at
www.AccountingPracticeSales.com.

Toronto - Midtown (A sole practitio-
ner seeks office space with CA firm,
preferably in the Yonge & King to
Yonge & Bloor area. Ideally, | would
have access to a tax specialist and
the opportunity to buy out a retiring
partner in the next 3-5 years. Please
email midtownca@gmail.com

AUDITS AND REVIEWS WANTED -
Growing North York, ON firm needs
hours for our CA students. Will ac-
quire individual or blocks of ac-
counts. Email: gary@kurin.ca

Accounting and Tax Practice for Sale
CGA retiring after 20 years in an es-
tablished location in Toronto offers
succession opportunity. We provide
a turnkey operation of diverse block
of clients. Excellent opportunity for

those keen on expanding their client
base. Proprietor willing to participate
in a succession arrangement and will
remain as a consultant as needed. Se-
rious enquiries only. Please reply to:
accountingcga@yahoo.com.

London, Ontario CA Practice- seeks
buy in partner or other succession
arrangements. Billings $80,000 to
$90,000. Please reply to Box 604,
(Amagazine.

CA is looking to acquire a practice
or block of accounts in north part of
GTA with gross billings of up to $300K.
Please respond to practwanted@
yahoo.com

Ottawa CA firm is seeking a CA or
CGA. The ideal candidate will have
a minimum of 2 years recent audit
experience in a public accounting
firm. For more information visit our
website: www.ggfl.ca. Please send
resume to Iml@ggfl.ca.

Are you confused about your moni-
toring requirements? The new CAS's?
Do you require an external FQ reviewer
and/or monitor? I'm a CA with 20 years
experience currently working in the QA
area. | perform file quality reviews and
monitor reports. Procrastinate no fur-
ther. Please call Karen at 416.356.663T.

Simply Accounting Training — Sage
Software approved & recommended
one-day training seminars presented
across Canada. Each course worth
7.5 Verified C.E.C."s. For more infor-
mation, or to register, please visit:
www.AlanCohenCGA.com

Website Design — Do you need a
website? Is your existing site in need
of an upgrade? Do you lack the time
to develop and maintain your web-
site? Do you want a professional site
at an affordable price? Visit us at
accountantswebdesign.ca
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just starting up
your practice...

developing your
practice...

or already have an
established practice...

The Practitioner’s Toolkit

Organized into the stages of practice development, this comprehensive
website will guide you step-by-step through the process of managing
your small or medium-sized practice. With time-saving tools, advice,
and professional resources, The Practitioner’s Toolkit website can help
you take your practice to the next level.

Visit www.cica.ca/practitionerstoolkit today!

||
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Outiook

BY MARCEL COTE

WHERE ECONOMICS AND POLITICS MEET

The language of business

s a longtime columnist for CAmagazine, I
Ahave had a unique opportunity to observe
the accounting profession. Over the past 20 years,
market globalization and business automation

have brought about dramatic changes in the profession.
And although the profession is seen as conservative, it
has successfully dealt with these major transformations.
Here are some observations from my perch as a columnist.

The most drastic change was the reorganization of
public practice in the 1990s, and the resulting refocus on
its core mission, namely auditing. The strategic decision of
large firms to divest their information system consulting
activities contributed significantly
to ensure the profession’s requisite
independence toward its clients.

This strategic choice also resulted

in a significant power shift within

accounting firm partnerships, as

the pendulum swung from consulting services to tradi-
tional specializations in auditing and taxation. What’s
more, the wave of consolidations among large and medi-
um-sized firms allowed the profession to meet increas-
ingly complex client needs.

Sweeping changes also affected accounting standards.
Banking on a long-term vision, Canada aligned itself
with Europe and Asia by adopting IFRS, parting with the
US. This bold decision is still keeping audit committees
busy, and lets them forget two other episodes where the
accounting profession had been too alarmist: the Y2K
transition and the implementation of controls and certi-
fication processes in the wake of the Sarbanes-Oxley Act.

Has standards reform gone too far? Iam in the camp of
those who oppose the widespread use of mark-to-market
accounting, arule that has pernicious effects on corporate
behaviour, encouraging a short-term focus, whereas real
value in business is created over the long term. Hopefully,
the commitment of business to the long-term creation of
value will lead to proper decision-making frameworks, and
will transcend any impact of these dysfunctional mark-
to-market rules. Either its application will wane or less
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attention will be paid to such meaningless information.

For the past 20 years, accounting standard councils
and boards have had their work cut out for them. The
rapid evolution of financial management, the increasing
complexity of companies, their global reach and resulting
tax implications call for regular updates of what is essen-
tially the language of business. However, this raises the
question of whether those who set these standards have
lost touch with the community they serve. The managers
and investors who use financial statements are simply
seeking to be well-informed. A case in point is the new
financial reporting framework for not-for-profit organi-
zations (NFPO). For thousands of these NFPO volunteers
and donors, this framework significantly complicates

financial statement presentations. While the financial
information is no doubt more accurate and precise for
accountants, and I know that there have been a lot of
consultations while writing them, the new presentation
is more complex for the users of these statements, who
are probably using them less.

This increased complexity is also an issue for public
companies, leading investors to rely on financial analysts
for information they can understand. The accounting pro-
fession will have to consider whether its primary role is to
present to specialists the financial position of companies,
or whether its primary audience for financial statements
is broader, and target first managers and investors.

The conservative image of CAsis not about to change.
Today, as 20 and even 100 years ago, CAs in Canada are
still pondering whether the existing accounting designa-
tions should merge. The debate about the unification of the
profession isa good reminder that some accounting issues
will never be resolved to the satisfaction of everybody.

Marcel Coté is founding partner at SECOR Consulting in
Montreal
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Grow Your Practice

Designed to support your client retention and development efforts,
The Personal Tax Planner Guide and The Personal Automobile Log
are a great way to connect with clients and grow your practice.
Sold in cost-effective bundles for easy distribution, these practical
guides can be personalized with the name and contact information
of your firm to help you attract new prospects and remind existing
clients of the value-added services that you provide as their CA.

4 )
SPECIAL BONUS OFFER*
Order personalized copies of The Personal Tax Planner
Guide or The Personal Automobile Log before July 15, 2011,
and save 50% on the cost of personalization. We'll also
send you a free copy of Clients4life—a practical guide to
delivering outstanding service in your firm (@ $44.95 value).

. J

*Note: Personalized orders must be pre-paid. Copies of The Personal Tax Planner Guide and The
Personal Automobile Log will ship to customers in October 2011. Clients4Life will be shipped within
10-15 business days of the order being received.

For more information or to order,
call us at 1-800-268-3793
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Trust Ryan to Improve
Your Total Tax Performance

“Ryan provides an
outstanding return on
investment that goes well
beyond the impressive tax
savings that they deliver.
Their ongoing support

services also provide
tremendous value after
the engagement.”

Russell Thomas,
State Tax Manager

HERSHEY'S

Canada’s Complete Sales Tax Solution™

In an age where tight budgets, scarce resources, and crushing deadlines are the norm in
most accounting departments, you need a tax solution that will make your job easier while
protecting your organization's bottom line.

That's why more than 6,000 clients have relied on Ryan for support on a variety of Canadian
tax matters for more than 35 years.

Our flagship program, Canada’s Complete Sales Tax Solution™, enables you to:

- Recover overpayments and identify the underlying causes
- Improve performance and develop a more strategic approach to tax
- Stay ahead of complex tax issues and get immediate answers to perplexing tax questions

Ryan’s integrated offering provides a single source for both Canadian and U.S. tax solutions
that is unmatched in the industry today! For more information, please call 800.667.1600 or
visit us at www.ryanco.ca.

Ryan')

Innovative Solutions
©2011 Ryan, Inc. All rights reserved. to Taxing Problems.



