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ension plans are probably not going away soon in Canada despite such bad
news as the reported record growth of defined benefit (DB) liabilities around
the world. A survey published in September by the International Foundation of
Employee Benefit Plans found that employers in Canada are still committed to
providing benefits that help employees plan a better retirement. The survey also
found that about 56% of employers in Canada offer a DB plan with a guaranteed
monthly income.
Thus it remains important that
people thinking about retirement
consider all the DB options given that
they are notoriously complex and difficult to understand, especially with
the federal and provincial legislation
under which they are administered.
In “Defining benefits” (p. 20), Patrick
Longhurst tackles the issues involved:
he discusses a three-step process that
has been developed to help anyone
considering retirement to look at his
or her pension arrangements. First,
he says, you must fully understand
the choices available; then you should
compare yourself to the average plan
member to see how this might influence your decision; then consider the
overall context in which your decision is being made. Even then, he reminds readers, “there are very few slam dunks.”
In “Cash for life” (p. 28), Peter J. Merrick speaks to the other half of employees
who may not have access to company pensions due to the recent decline of these
retirement arrangements. He points out that while GICs may be useful to such
potential retirees, they do not generate sufficient cash flow to fund retirement
goals. Merrick reports that annuities — legal contracts that guarantee the purchaser fixed payments for a lifetime or a specified number of years — will do that
much better. “There are many permutations of annuities,” he says, “and they can be
combined to create a matrix of benefits tailored to a client’s particular objectives.”
Both features are part of our annual Personal Financial Planning issue, and
many readers will find in them useful information that illuminates the sometimes opaque matter of planning for retirement.
In this issue, Netwatch columnist Jim Carroll discusses the jobless recovery,
and how people attuned to the impact of Internet trends on the economy knew
this was coming (p. 16). The ever-popular and controversial Marcel Côté lambastes Prime Minister Stephen Harper for failing to promote policies favoured
by economists despite being the first economist PM in this country. Economist
Côté looks at the GST cuts and the StatsCan controversy, and says Harper’s policies are disturbing to his fellow economists. In addition, there are Regulars
on fraud (p. 36), standards (p. 41) and legal issues (p. 44).
Okey Chigbo, Editor-in-chief (interim)
CA magazine
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thank goodness it’s not

1961

Regarding the Fraser Institute’s comment
about the increase in taxation between
1961 and 2009 in “Tax blast from the past”
(Bits & Bites, August), the snippet shows
the tax burden on the average family increased to 41.7% from 33.5%. Scary. Note,
however, that food, clothing, housing and
tax totalled 90% in 1961 and 78.8% in
2009, so I’d say we’re better off now.
If medical expenses had been included
in the 1961 numbers they would have been
even worse. Between 1961 and 2009 we’ve
had increased social security, Canada Pension and universal healthcare added t0

LEADING INTERNATIONAL
ASSOCIATION SEEKS TO
EXPAND CANADIAN
MEMBERSHIP

the government’s list of expensive services.
The only negatives to this increased tax
burden are that the Fraser Institute has a
bigger cudgel with which to beat government, that tax evasion in the underground
cash economy has become more lucrative
and the rewards for aggressive tax planning have increased.

CPA Associates International, Inc.,
an association of independent CPA and
Chartered Accounting firms with over 140
market exclusive firms worldwide, invites you
to join our members in Montreal and Toronto in
expanding our Canadian representation.

Ron Fast, CA
Ancaster, Ont.

Membership benefits include global access to the
resources and talents of fellow members; joint
engagement and referral opportunities; high level
educational programs; and client service,
marketing and management support.

“Can audit committees deliver?” (Education, September) misses the point. In a very
limited way, it measures the effectiveness
of the audit committee.
The study indicates that there is a positive association (57%) between independence of the member and effectiveness. Its
conclusion is based on the definition “the
absence of relationships that may interfere
with the exercise of a member’s independence from management or the company.”
The study does not consider the most critical requirement: the need for independent
thinking and the ability to be outspoken
and critical when challenged by events. I
have witnessed members listed as related
to management being the most outspoken
and challenging, while members who met
the definition of independence sat silent.
While 55% of respondents indicated

For full, Canada-wide coverage, we are seeking
growth oriented CA practices with annual gross
fees of at least one million dollars in Calgary,
Edmonton, Halifax, Moncton, Ottawa, Quebec
City, St. John’s, Vancouver and Winnipeg.
For further information visit our
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E-mail: jflynn@cpaai.com
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Missing pOints

2:33:59 PM

that there was a positive association between financial expertise and the audit
committee’s effectiveness, the survey did
not emphasize the need for knowledge
and understanding of the oversight role
of the committee.
The article, which lists five attributes
to determine if members have the financial expertise necessary to meet the definition of financial literacy, places “understanding of audit committee functions”
fifth. In my experience, the need to understand the mandate that governs the functioning of the committee is as critical as
independence and financial literacy.
A lack of understanding of the mandate, which defines the role of the committee member, can create a difficult working relationship between members and
management. There must be a clear understanding of the role that members play
and how it differs from that of management and the external auditors.
With the need for experienced and
well-trained CAs to fill the many positions
on the ever-increasing number of audit
committees, it would have been useful if
the survey had emphasized the requirements mentioned above.
Ronald singer, FCA
Westmount, Que.

Authors’ reply:
We deliberately limited our analysis to
research (published in academic journals
from 1994 to 2008) on audit committee
characteristics subject to regulation by the

CAmagazine welcomes letters
to the Editor. please write to us at
277 Wellington street West,
toronto, Ontario M5V 3H2
e-mail address: letters.editor@cica.ca
Letters may be edited for space and clarity
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Canadian Securities Administrators (independence, competencies and number of
members). The objective was to examine
from a broad perspective the effectiveness
of the regulations related to these characteristics. We acknowledge that some critical elements are missing. As indicated in
the last paragraph of the article, “an implicit assumption behind the composition
and resource requirements is that through
some processes, members will be collectively able to accomplish their monitoring task.”
The article gives a brief summary of
15 years of research on audit committees,
where
almost
all studies examined
charVISUEL:
Globalisation
ANGLAIS

acteristics of the audit committee that can
be regulated and are (to some extent) visible by outsiders. In the International Journal of Auditing article, on which our article
is predicated, we provide a more comprehensive discussion of audit committee effectiveness and call for future research into aspects of the audit committee that have
not been thoroughly investigated until
now. However, academics cannot investigate these other aspects by reading information circulars.
Researchers need to talk to audit committee members and better observe audit committees in action, during regular
meetings. Such research requires access

to audit committees and we encourage
chartered accountants involved in audit committees to participate in such research when contacted.
MORE ON INVESTING
In “Invest like the pros” (Personal financial planning, September), while the author makes a number of references to risk,
in my opinion, there is no such thing as
a risk-free investment — only risks the
investor can sleep with.
For example, a GIC or bond may yield
4% and the dollar value guaranteed by the
federal government. However, net after
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to global
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income tax, the yield is a maximum of 3%,
approximately the rate of inflation, so 3%
of the purchasing power of the principal
is approximately offset by the income;
therefore, the true yield is nil even though
the dollars are guaranteed.
I believe that the asset mix has to be adjusted for market conditions. For example,
currently interest rates are unusually low,
and interest income attracts the top rate
of income tax paid by the investor. I would
therefore suggest that the asset mix be
shifted to blue chip equities and preferred
shares. If interest rates go to 10%, I would
recommend the mix be shifted toward
income bearing securities.

The investor must have specific criteria for his or her investments. For my own
equity investments I request the following from my investment advisers:
• all Canadian investments must have a
market capitalization of not less than $500
million, US$1 billion;
• current market price and 12-month trading range and the range in the most recent
month. I usually buy on an uptick and am
most interested in equities that are in the
lower quartile of their trading range;
• all equity investments must pay a dividend and I request the yield;
• the EPS and book value per share – EPS/
BV=return on investment (ROI). I believe

that a sustainable ROI should be no more
than 15% to 20%;
• the EPS must be greater than the dividend in order to ensure that dividends will
continue; and
• a target price and a time frame (e.g., $50
by the end of 2010). If an investment market price drops 10%, I consider selling it.
When I receive a list of equities that
meet these criteria, I select a few that are
in different market segments. I then call
my investment adviser and ask, Do you
trust the company’s management? Does
the company do what it says it is going to
do? What is its track record? If the replies
are not positive, it is not an investment.
My adviser’s responsibility is to know
the market, mine is to know what I can
sleep with. With specific criteria, my adviser is aware of what investments I believe
will achieve my goals and will call me
when he becomes aware of an investment
I may be interested in. He also calls when
one of my investments no longer meets
my criteria.
David Cowan, CA
Edmonton

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.
Toronto 416-733-9393 Mississauga 905-804-1100
www.masongroup.ca
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Author’s reply:
I agree with your comments; specifically,
that a well-designed portfolio needs to address all risks including the risk of inflation, deflation, currency, etc.
I also agree with the comments regarding asset mix. From time to time, it makes
sense to make tactical shifts to the lower
or higher end of the strategic asset allo-

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

“We’ve seen our revenue per employee increase by
around sixty-five percent in the last four years...That’s
the way we’ve been able to measure what SYSPRO
has done for us.”
John Hayward, President, Hayward Gordon

The Power of ERP

A Case Study at Hayward Gordon

H

ayward Gordon Ltd. designs, manufactures and distributes process equipment;
products and systems relating to pumping,
mixing, filtration, and bulk solids handling. With
78 employees and branch locations in Vancouver,
Calgary and Montreal, Hayward Gordon is headquartered in Halton Hills, Ontario, home of the
company’s custom-built, 50,000-sq.ft. office and
plant facility, opened in the fall of 2006.
“We serve a wide variety of industries,” says company President John Hayward, whose father, Len
Hayward, started the business in 1952. “We’re
particularly strong in mining and waste-water
treatment, but we also work with a wide variety
of process industries: chemical processing, food
processing, pulp and paper – the list is extensive,
even the automotive industry needs pumps for
paint.”
As a result of the company’s mining specialization, Hayward Gordon has established a growing
global presence. “The company as a whole is very
strong in North America,” says Hayward, “but
we’re also exporting a good deal of equipment
to South America and other parts of the world.
We currently have projects destined for countries such as Madagascar, Australia, Dominican
Republic, Mexico and Chile.”
In 1990, Hayward Gordon decided to run its
operations on SYSPRO enterprise resource planning (ERP) software. “We went through a number
of false starts before settling on SYSPRO,” says
Hayward. “We used other ERP packages, and
even tried to make one ourselves. When we realized what an immense task it would be to create
and maintain our own ERP, we went back to the
market, and eventually chose SYSPRO.”
According to Hayward, the decision to invest
in SYSPRO was based on three main considerations. “First off, the work we do is highly varied –
we’re more of a job shop than build-to-stock. We
felt that SYSPRO’s Bill of Materials (BOM), Work
in Progress (WIP), and Requirements Planning
modules lent themselves well to a job-shop
environment. Secondly, SYSPRO’s integration of
operations and finance was excellent – far better than anything else we looked at. Finally, we
wanted to be sure that the ERP we chose would
be properly maintained and supported. Many
of the ERP companies we considered back then
don’t exist anymore. SYSPRO has stayed, and has
supported its product very well.”
Over the last few years, says Hayward, the company has faced a major challenge – the strengthening of the Canadian dollar. “That’s put immense
pressure on us to become more productive, and
to reduce our costs,” says Hayward. In response,
the company has been implementing LEAN practices. “That has a lot to do with leveraging our
ERP. We underwent a very extensive businessprocess mapping project, a few years back, to
find areas in which we could create efficiencies,
and many of the ways we chose to streamline our
business involve the use of SYSPRO.”

For example, Hayward Gordon has implemented
electronic time tracking in the shop, and has
automated its labour posting function. “We get
the tracking in real time now,” says Hayward,
“and by having SYSPRO do it, we’ve been able to
eliminate a data entry position. We’ve also integrated Microsoft CRM (customer relationships
management) directly into SYSPRO, thereby
automating our order entry. Now we can have
people in the field enter their orders automatically, eliminating the need for duplicate entry.”

Delivering

high-end
solutions
mid-size
companies
can afford.

In the near future, says Hayward, the company
is hoping to implement electronic funds transfer
(EFT) to streamline its payables. “The timing
for all these efficiencies has been good, because
despite the market challenges, we’ve been seeing
some growth. Getting more out of SYSPRO has
allowed us to expand without breaking apart at
the seams.”
Leveraging SYSPRO has not only reduced costs,
it has helped Hayward Gordon reliably meet its
lead times. “One of the things we realized,” says
Hayward, “was that we had to compress our lead
times and make them more reliable. We’ve taken
a number of steps that take advantage of the fact
that processes that used to run consecutively,
can now run concurrently. For example, these
days, when an order is entered, it gets reviewed
and the credit check is triggered along with a customer number request – all electronically and all
at the same time. Previously, a paper file would
spend many days travelling to multiple departments for approval before the order was placed.
Now, if there’s a problem with the order, action
can be taken right away. It’s much more efficient,
and it’s helping us serve our customers better.”
Asked to comment on SYSPRO’s ROI, Hayward
offers a useful metric: “We’ve seen our revenue
per employee increase by around sixty-five percent in the last four years. You can’t do that unless
you build into your company the ability to grow
sales without growing costs in lockstep. If you
don’t have the right infrastructure in place, your
sales can even cost more to make than they’re
worth. That’s what productivity is about – if
you have the right systems in place it gives your
company extra capacity, without adding costs.
That’s the way we’ve been able to measure what
SYSPRO has done for us.”
Says Hayward, in conclusion: “We’re very happy
with SYSPRO: the product, the support, and the
ongoing development. The fact that we’ve been
with it as long as we have says a lot. We continue
to build it into our operations in a very important
way.”
To find out more about Hayward Gordon, please
visit: www.haywardgordon.com

Contact SYSPRO today for
your free copy of

“When, How and Why
of ERP support for LEAN”
Toll-Free in Canada
1-888-259-6666 x228
info@ca.syspro.com
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cation for a particular asset class. The key nately, investors are not encouraged to do
here is to make these changes according this type of homework.
You are one of the rare investors who
to an investment strategy that is laid out
in an investment policy statement. If the will (over the long term) outperform, comshifts are made according to the written pared with 99% of the population (inplan then they are not emotional respons- cluding financial advisers), most of whom
es, and it is the emotional response that do not follow any strategy.
causes problems.
The criteria on which you base an intough article to follow
vestment decision are sensible and if this
strategy is followed with discipline, there “Look boss, no hardware!” by Dwayne
is no doubt the results will be above-av- Bragonier (September) was very difficult
erage performance. The problem for most to follow. It is a subject we need to maininvestors, in my experience, is that they tain a current understanding of and yet
do none of the things that you mention paragraphs such as the following left me
CA
1/8/10Unfortu10:02 AMconfused:
Page 1
norAd_man:Layout
do they ask these1questions.

“Virtualization is the separation of
the physical hardware layer from the operating system layer. It involves running
a machine that doesn’t physically exist.
That’s why the virtual machine is on
the top of the list of breakthrough evolutionary ideas concerning software. Of
course, there is some hardware necessary, but it is not dedicated to any one virtual machine.”
What on earth is he talking about?
Can someone write an article on this
subject using language that ordinary people can understand?
John Telfer, CA
Parksville, BC

Get caught up. Get ahead. Get a life.
Flexible accounting & finance
staffing solutions that add up.
CONTRACT
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SEARCH

416-340-1500 • lannick.com
register or inquire at: CA@lannick.com
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one for the road

Given the ability to download the Income
Tax Act onto an iPad (“Income Tax Act now
available in all formats,” Upfront, September), CAmagazine should consider having
the magazine in ePub format, as it would
be nice to download and read it on an iPad.
Even if the entire magazine were avail-

able as a PDF, it is relatively easy to convert
to ePub and then download to an iPad.
Glen Demke, CA
Edmonton

Editor’s reply: While we are looking into
making CAmagazine available to mobile
devices, it is possible to read CAmagazine.
com on your mobile device.

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

Cover more ground, faster,
with the tax & estate Planning Centre
You’ll find it onlY on the powerful new taxnet pro®
Taxnet Pro uses state-of-the-art Thomson Reuters global technology to centralize all
of the estate-related information, tax insight and time-saving practical tools you need
in one easy-to-navigate location.

Register today for a free demonstration
www.gettaxnetpro.com or call 1-866-609-5811

And, for insight on international tax law, ask us about Checkpoint®
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Keeping count
Communication is key
as IFRS deadline looms
Financial executives may have some ’splainin’
to do. More than a quarter of Canadian
companies anticipate a decrease in reported
net income as a result of the conversion to
international financial reporting standards in
January, according to a Canadian Financial
Executives Research Foundation study.
Furthermore, 22% of companies expect
earnings per share to fall and 28% expect
an increase in pension liabilities in the first
year of adoption of IFRS. But just 23% of
companies have spoken to analysts about the
potential impact of IFRS on their company’s
financial results.
“Companies will need to spend more
time communicating the key changes,” says
Michael Conway, CEO and national president
Ottawa CA Kateri Jacobs teaches children and adults at
The School of Dance, where she is also arts administrator

of FEI Canada. “The numbers, formats
and notes that analysts and shareholders
will see on financial statements will change

s a dance instructor at The School of Dance in Ottawa, Kateri Jacobs
and CFOs will have to make communication
typically needs to count only as high as eight. But the 27-year-old CA
their priority.”
also juggles much larger figures as arts administrator for the school, a nonprofit charitable educational organization with a $900,000-plus budget.
Jacobs’ fascination with dance started early. “My mother tells me how I tried to follow along in my playpen while
she did dance aerobics,” she says. At age six, Jacobs began studying ballet, followed later by modern, jazz and hip hop.
By age 12, she started taking dance more seriously, entering — and often winning — national and US competitions.
After high school, Jacobs completed one year of a contemporary dance training program at The School of Dance
but when she developed hip tendonitis she began to think of a career as a dance teacher. Having always found math
easy and fun, she chose to study business at university and taught dance on the side. Upon graduating, she landed
a position at Ernst & Young in Toronto but later transferred to the Ottawa office to enroll in a two-year teachertraining program at The School of Dance while pursuing her CA designation.
Today, she teaches everything from creative movement for kids ages four and up to intermediate ballet for adults,
in addition to handling the school’s big-picture finances, such
Résumé
as budgets and grant applications. She also performs occasion2006 joins Ernst & Young, Toronto
ally. During a summer event in Ottawa called Dancing in the
2009 obtains CA designation (Ont.)
Streets, Jacobs and other dancers from the school improvised
2009 begins teaching full-time, The School of
performances around the city. While she enjoys performing,
Dance, Ottawa
Jacobs finds teaching fulfilling too. “I get great satisfaction when
2010 completes two-year dance-teacher training
kids are happy doing what they’re doing. And I’m glad that
I’m able to share my love of dance with others.”
Angela Pirisi
10 CA magazine November 2010
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Findings
CHANGING RULES LEADS
LIST OF ISSUES

K

eeping up with regulatory changes remains
the top challenge facing accountants in industry, according to the Canadian results of the 2010
International Innovation Network Members in Industry Survey, conducted among accountants from
seven accounting associations around the world. This
finding is consistent with the Canadian results from
the benchmark survey conducted in 2007.
Managing staff was next on the list of challenges, as it was in 2007, followed by motivating staff,
which was not asked on the 2007 survey. One item
that dropped off the list in 2010 was staff retention/
minimizing staff turnover. This suggests issues related to staff management are about keeping staff
motivated in a challenging economic environment.
Implementing internal control and/or risk management systems and measuring financial performance also remained high
on the list but both were down slightly from 2007. Reporting on
nonfinancial performance and implementing new accounting
standards increased slightly and both were top challenges for
just more than half of members in industry, as was cost cutting,
which was added as an option in 2007.

Q
+

A

ASK

AN

Business development was a challenge for 44% of respondents, up from 37% in 2007. Hiring CAs (24%) and other business professionals (33%) were less likely to be challenges, down
8% and 7% respectively. All three of these changes were likely
influenced by the economic downturn.
John Tabone is CICA’s manager of member value and research services

EXPERT

I LOSE ENERGY LATE IN THE DAY. HOW CAN I AVOID THE AFTERNOON SLUMP?
All professionals experience lulls in productivity.
High-performing individuals are typically
attuned to their most productive times of the
day and, when possible, schedule their critical
tasks during those hours. Here are a few tips
to keep your energy levels up and maximize
your productivity:
Switch gears. If you’re struggling to focus,
take a quick break and research something
new. Changing tasks can help increase your
productivity late in the day.
Plan ahead. Don’t put off challenging projects
until the end of the day, when your energy
may wane. Use your less-energetic periods to
catch up on routine tasks, such as responding
to e-mails and reading industry publications.

Eat well. Remember to make time for lunch and
nutritious snacks throughout your workday.
Avoid high-carb foods, which can cause you to
crash later.
Get out and smell the roses. If you feel your energy
beginning to dip, stretch or take a short walk to
recharge. Try eating your meals or holding afternoon
meetings outside.
Track goals. Keep a to-do list to remain focused and
ensure it’s visible on your desk so you can check
items off as they’re completed. There’s nothing more
motivating than making progress on your projects.
Max Messmer is chairman of Accountemps
(www.accountemps.com) and author of Managing
Your Career for Dummies
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Fees statement

A 2010 survey of affluent Canadian
investors found 47% incorrectly believed they paid no fees to manage
their mutual funds. Our prospectus on investment fees:

1

20

2.52 Percentage fee paid by clients for
managing the average Canadian equity
fund in 2009.

84 Percentage of Canadian mutual fund

Rank of Canadian mutual funds among
18 countries for the highest management
fees. “Canada,” noted the 2007 Harvard
University study, “is the single-highest fee
country by far.”

Dollars out of 100 accounted for by
hidden investment fees in clients’ accounts,
according to a 2007 article by fiduciary risk
expert Robert Pouliot. An earlier poll found
65% of Canadian investors didn’t believe
they paid hidden fees.

investors “at least somewhat comfortable”
with the fees they paid, according to a 2006
investment industry poll. The survey also
found most purchasers wanted less information about their investments.

10 Dollars in billions paid in investment
fees by Canadian mutual fund holders in
2002. The total was up 357% from $2.8
billion in 1995.

14 Percentage of hedge funds that don’t disclose performance
fees for managers, according to a study by Toronto-based Investor Economics.

100 Additional percentage charged in fees to manage funds
by US financial companies, compared with public employee
pension plans, according to one recent study. The pension funds
paid out six times the value on average.
Steve Brearton

Going Concern
leon goren, CA, PRESIDENT,
Presidents of enterprising
organizations inc.

Hot factor: as the economy begins to recover, peo is
trying to expand leadership development beyond presidents
and ceos. By breaking down the silos within organizations,
it hopes to introduce new ways for other executives to

coMpanY profile: Headed by the former

learn and grow.

president and ceo of Just White shirts,
leon goren, peo is a leadership development

cool proJects: peo has launched a 12-month leader-

company. its motto, “connect, think, grow,” sums up its

ship development program focused on creating greater

goal of empowering executives to achieve their personal goals

corporate value. With the aid of an executive adviser who

while helping companies improve performance and ensure

is present at the company, the program focuses on having

sustainable growth. Members attend monthly meetings

the senior executive team engage in conversations in an

led by an executive adviser offering a safe environment for

environment where open discussion is encouraged. the

tough discussions that can take members out of their comfort

initiative’s guiding principle is “when leaders stop learning,

zone. Mutual trust drives the proceedings; members may

their organizations stop growing.”

seek business insights at one session and offer them
up at another. peer pressure ensures advice is carried out

in His oWn Words: “entrepreneurs and other leaders

rather than ignored. annual fees of $6,000 to $15,000

are very bright, committed people. one piece of advice we

also cover at least two one-on-one meetings with the

offer them is to let employees finish their sentences before

adviser and an annual two-day retreat. about 40% of peo’s

speaking up. allowing more ‘give and take’ rather than

100 members are from large multinationals; the rest are

cutting them off makes a huge difference. change takes

entrepreneurs from smaller firms.

time because it involves people.”

SETH

Ken Mark
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Watch your body language in interviews
It’s not only what you say, but what you do in a job interview that will
determine your chances of getting the position. According to a survey of
2,500 hiring managers by US recruiter CareerBuilder, body language
mistakes such as failure to make eye contact, a lack of smile and fidgeting
too much would make them less likely to hire someone.
“In a highly competitive job market, job seekers need to set themselves
apart in the interview stage,” said Rosemary Haefner, vice-president of human
resources for CareerBuilder. “All that pressure, though, may have some job
seekers making body language mistakes that don’t convey a confident message.”
To ensure interviewees are remembered for the right reasons, Haefner
advises candidates practise ahead of time in front of a mirror or family
and friends.

Most find meaning in work
As many as 75% of employees find their
work to be meaningful, according to
a poll from human resource firm Right
Management. In the poll of 1,000 North
American workers, 42% said they always
find their work meaningful, 35% said
they usually do and 16% occasionally do.
Only 5% of respondents said they rarely
or never find meaning in their work.
Interestingly, the survey findings varied
with job type, age and size of company.
Sales professionals were most likely to
always find meaning in their work (47%),
while consultants were least likely with
just 25% citing always. Four in 10 (41%)
workers aged 25 to 34 said they always
find meaning in their work but 28%
of those 55 or older do. Similarly, 42%
of employees at small and medium-sized
firms always find their work meaningful,

SETH

compared with 36% at large firms.

SALARY INCREASES RETURN

F FOR FINANCES

WHERE TO BE AN HEIR

Canadian employers are projecting
average base pay increases of 2.9%
for 2011, according to Mercer’s
latest Compensation Planning survey.
Based on responses from more
than 600 employers in Canada, the
report indicates that only 2% of
companies expect to freeze salaries
for 2011, down from 6% in 2010.

Six in 10 university students expect
to graduate with debt and 74%
don’t use a budget, finds an RBC/
Ipsos Reid poll. In addition, just half
(52%) regularly monitor where
their money is going and two-thirds
(66%) feel that worrying about
money will have an impact on their
grades.

Alberta is a great place to be if you
are planning to leave an inheritance
to your children. According to PricewaterhouseCoopers’ annual Tax
Facts and Figures, probate fees in
Alberta are $400, regardless of
the value of the estate. That’s about
nine times less than the national
average of more than $3,500.
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It pays to plan

C

anadians who have engaged in comprehen-

while evaluating the impact of financial planning.
In all, the study points to the value of comprehensive,
sive, integrated financial planning feel more
integrated financial planning — for all net worth groups.
optimistic about their emotional and financial It points out that a full 61% of respondents with comprehensive planning think they will be satisfied with their
well-being than those who have not, a new study
financial situation in retirement compared with only 46%
says. They are also far ahead of those who seek only limwith limited advice and 27% with no financial planning.
ited, piecemeal advice.
Those who have done a comprehensive plan also feel better
The Value of Financial Planning study represents the
prepared to deal with financial emergencies and manage
through difficult economic times and are more confident
first phase of a five-year longitudinal study commissioned
about reaching a wide spectrum of life goals. In addition,
by Financial Planning Standards Council (FPSC) and conducted by The Strategic Counsel. It compares three groups
they are more apt to save regularly for the things they value,
of Canadians: those who have received comprehensive,
such as retirement, education and home ownership, and
for discretionary spending such as
travel and leisure. Here are some of
Highlights from fpsc’s value of financial planning study
the responses from those with comprehensive plans:
• I am closer to achieving some of
No
Limited
comprehensive/
Long-term financial well-being
my life goals as a result of financial
planning
financial
integrated
(n=2629)
advice
financial
planning (71%);
(n=2868)
planning
• financial planning has helped
(n=1393)
statement
me increase my net worth (70%);
%
%
%
% agree
and
I feel prepared in the event of
• because of financial planning, I
22
41
54
an unexpected financial emergency
worry less about money (59%).
I feel I am prepared to manage through
“The research provides conclu33
50
64
tough economic times
sive evidence that those engaged
in comprehensive, integrated planIf anything should happen to me the people
38
60
72
ning have a far more positive outI care about would be financially looked after
look regarding their financial afI am on track to reach my desired lifestyle
fairs, especially with regard to
18
33
51
in retirement
their longer-term financial well36
48
61
I have peace of mind
being,” says Cary List, CA, CFP, president and CEO of FPSC. “UnderOver the past five years I have improved
37
47
57
taking ad hoc, or limited financial
my ability to save
advice, while clearly better than
nothing, just doesn’t have the same
integrated financial planning, those who have had limited
impact as taking a comprehensive view of how to best
manage one’s finances to meet your life goals. And those
financial advice and those who have done no financial
planning. Comprehensive planning was defined as that
who are doing no planning at all are being left far behind.”
in which the respondent’s main financial adviser has proThe results also indicated that advisers who provide
vided financial planning for major life goals and events,
comprehensive, integrated financial planning tend to have
or at least three financial planning components. Limited
stronger, more deep-seeded relationships with their clients
planning was defined as engaging in just one or two comthan those providing limited financial advice. These relaponents. The results were analyzed separately for varytionships are characterized by higher levels of engagement.
ing net worth categories (i.e., less than $100k, $100k to
For an expanded article in which List expands on the
$350k, $350k to $600k and more than $600k) and were desurvey findings, please visit www.CAmagazine.com/FPSC
signed to eliminate net worth as an influencing variable
study2010.
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A “best guess” is still a guess.
We make sure you know
a property’s real value.
You can’t afford to guess when it comes to property portfolios. Consult an
AIC designated member to ensure you have the most current and accurate
information across all areas of real property investment and value. Our experts
are prepared for IFRS and ready to work with you.
Make a real property expert - an AACI or CRA - part of your team today.
Visit www.aicanada.ca

Advisory Services | Consultation | Due Diligence | Feasibility Studies | Valuation
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Your guide to business & accounting on the internet

The future has arrived

A

s the global economy sputters back to life, the
media is all abuzz about the “jobless recovery,”

reporting that contract positions are taking the
place of full-time jobs. But this should not come
as a surprise to those who understood the full impact
the Internet would have on the economy over time.
In 1997 I wrote a now out-of-print book called Surviving
the Information Age, which included a long-term view of
workplace trends. In one chapter, I observed that a wired
world means people no longer have to live close to their
workplace; that location was quickly becoming irrelevant.
I went on to offer a number of other predictions about
the future of the workforce. Looking back today, some of
them were bang on and mimic the trends we are seeing
as the jobless recovery unfolds. Let’s revisit them to see
just how accurate my prognostications were:
Full-time jobs will begin to shrink dramatically It used to be
that companies entered into an employer-employee relationship to access some type of specialized skill or knowledge. If a company needed a new marketing specialist, it
hired one. Then came the recession of the early 1990s. With
the onslaught of restructuring, companies came to appreciate that it cost a lot of money to fire people as severance
packages had become expensive. A new way of thinking
in the corporate world built on this logic: if we hire staff,
we might have to fire them some day, particularly if we
have another recession. It costs a lot of money to fire people.
So why not hire people on contract or as temporary workers? The role of the wired world? A lot of those workers
are found on the end of a telecommunications line.
Companies will hire the best talent, regardless of where they
might be In the wired world, the only thing that counts is
knowledge. If the knowledge is accessible from anywhere
in the world, then companies will be able to choose the
best talent and expertise they need from a group of global,
skilled consultants. The impact? A new era of career competitiveness is about to unfold as a number of highly skilled
workers sell their capabilities and talents to a global audience of business organizations. Marginal performance will
no longer be good enough: in the new dog-eat-dog world
16 CA magazine November 2010

of networked business, the old rule that those with the
best skills and capabilities will be in the greatest demand
will be even more true than it is today.
Lifestyle choice will dominate career decisions Because they
can supply their skills from anywhere through the tools
of the wired world, this elite group of individuals will call
the shots. They will make lifestyle decisions that will let
them service their national and global clients from a rural
electronic cottage, thus enjoying the fruits of the wired
economy, while at the same time watching their children
grow up. More people will choose to work from the places
they want to, rather than where they have to.
A generational battle for economic control is upon us Our
economic systems are increasingly characterized by baby
boomers and the older generation, who are now faced
with a wired and technically sophisticated generation X.
Increasingly, economic survival depends upon mastery
of technology, and it should be obvious who has the upper
hand in this game.
Maybe I was right about those trends. But my view of
the future wasn’t flawless: I also predicted there would
be fewer people working in downtown office towers as
companies relied more on outside expertise. I wrote: “The
real estate industry has a phrase for this: ‘see through
buildings.’ That’s because they will be.” Funny, there still
seems to be quite a few people downtown.
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

the JoBless reCovery
“Say goodbye to full-time jobs with benefits,”
CNN.com http://money.cnn.com/
2010/06/01/news/economy/contract_jobs/
index.htm?hpt=C2
“The contingent workforce,” BusinessWeek.
com www.businessweek.com/careers/content/
may2007/ca20070523_580432.htm

You see the opportunities,
now capitalize on your vision.
We’ve built a global leadership position with a singular focus
on helping our clients achieve their objectives. We rely on a
process of uncovering and analyzing market intelligence so
that our clients can seize opportunities.

We’re There.

Global intelligence.
Innovative advice.
Flawless execution.

www.cushmanwakefield.com
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CICA launches e-commerce site

T his month,

a new e-commerce site promises to improve
your experience when shopping online for CICA publications, conferences and courses. CAstore.ca has been specifically designed to facilitate online purchases and course registrations. The introduction of this site allows CICA’s knotia.ca
site to focus exclusively on its role as a leading research hub
for the accounting profession.
“Members and customers told us that it was confusing to
have a store and a research site at the same online address,”
says Brian Loney, director of publishing, member services. “So
we separated them and took the opportunity to simplify and
improve customers’ online shopping experience. We’ve retooled
and updated the CAstore so it reflects the CA brand and now
includes conferences that the CICA presents throughout the
year. The store’s fresh, new direction makes it easier to find and
buy CICA’s popular tax and accounting products,” says Loney.

The knotia.ca site will remain CICA’s online research platform with its popular subscription-based databases that are
available for purchase at CAstore.ca along with more than 1,300
print books, e-books, DVDs, e-mail newsletters and conferences.
“Customers can feel confident in making purchases at
the CAstore. Transactions are secure and seamless, driven by
industry-leading technology. Searching for products is easier
than before,” says Loney. “Enhancing the customer experience
was paramount to this exercise and I think we’ve achieved
that — I hope our clientele agree.”
The CAstore can be found at CAstore.ca and the knotia
research site at knotia.ca.

Exploring new directions in accounting education
This is a time of unprecedented change in Canadian accounting and assurance standards. How accounting educators can
best respond to these changes is the subject of a symposium
— Leveraging Change: New Pillars of Accounting Education —
co-sponsored by the CICA, University of Toronto and the CA/
Rotman Centre for Innovation in Accounting Education. Every
Canadian university with an accredited undergraduate program
in accounting has been invited to participate.

“The objective of this symposium is to use this extraordinary
period of change in the accounting standards body of knowledge
as an opportunity to rethink how we teach accounting,” says Tim
Forristal, CICA’s vice-president, education. “We want to bring leading
thinkers and interested academics together to explore future directions in accounting education and its evolution in the next decade.”
The symposium takes place November 22 at the Metro Toronto
Convention Centre.

CICA conference to bring environmental issues into better focus
Environmental, social and governance (ESG)
factors are playing an increasing role in today’s business
world. Corporate leaders, senior management and business
advisers must prepare for a wide range of new risks,
opportunities and strategies.
To assist with that preparation, the Canadian Institute
of Chartered Accountants (CICA) is hosting its first-ever
conference on ESG issues December 6 to 7 in Toronto.
“A primary focus will be the financial implications of
environmental issues, including climate change,” says
Frank Colantonio, CICA’s director of continuing education.
“The conference will serve as a catalyst for practical
dialogue on how to best confront the changing landscape
facing Canadian business leaders.”
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Environmental innovations can lead to important
new business opportunities. Institutional investors and
others are looking for corporate disclosures that currently
go beyond what is provided in financial reporting.
Governments are paying more attention to greenhouse
gas emissions. Environmental failures can impact global
supply chains and reputations resulting in financial losses
and tarnished brands.
“There is value in drawing together diverse voices that
are addressing environmental risks and opportunities,”
says Colantonio. “Collective knowledge and experience
often tip the scales in favour of positive performance.”
More information is available online (www.cpd.cica.ca/
ESGIssues/about.cfm).
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Pension Plans

anyone considering retirement or making a
decision regarding a defined benefit plan should
understand the choices available and their implications

Defining
by Patrick Longhurst

benefits

=

GeorGe had worked 35 years for the same employer.
Throughout that period, he contributed to the corporate defined
benefit (DB) pension plan, amassing a pension worth $1 million by the
time of his retirement. Then one day this year he made a decision
that would affect the rest of his life. George decided to take this pension
as a lump sum rather than as a series of guaranteed payments.
Had George fully understood the tax investment and value implications
Illustration by seth
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Defined benefit pension plans are notoriously hard to understand.
Even the words used in the option forms that members receive are arcane.

Expressions such as vested, locked-in and commuted value
mean something to a pension professional but not to the general population
of this action, his decisions might have been different. As it was,
he got advice from all sides and had no real frame of reference
to guide him. But there is a process that could have helped not
only George but the millions of Canadians like him who have
pension decisions to make.
DB pension plans provide a defined level of pension on retirement, death, employment termination or disability. The pension
is typically based on a formula involving earnings and years of
participation in the plan. DB plan documents are complex, made
more so by the combination of federal and provincial legislation
under which the plans are administered. The plans are also subject to Canada Revenue Agency limits and are designed to reinforce the sponsor’s human resource strategies, which may include integration of the plan benefits with those payable under
government programs; subsidization of certain early retirement
options to encourage individuals with long service to retire before age 65; and provision of phased retirement rules to allow
plan members to ease into retirement over a period of years.
To help anyone considering retirement or about to make a
major decision concerning his or her pension arrangements,
a three-step process has been developed. First you must fully
understand the choices available to you and the implications
of those. Next, compare yourself to the average plan member
and see how this might influence your decision. Then, consid-

er the overall context in which the decision is being made.
Even with this process, there are few slam dunks. Most often
the analysis suggests an optimum strategy based on the balance
of probabilities. Sometimes the options are just too close to call,
and the individual has to fall back on gut feel.
Step 1 — Identifying the available options
DB pension plans are notoriously hard to understand. Even the
words used in the option forms that members receive are arcane.
Expressions such as vested, locked-in, commuted value and normal form mean something to a pension professional but not to
the general population.
For example, many pension plans include a five- or 10-year
guarantee on payments made in retirement. A five-year guarantee means the pension is payable for the lifetime of the member
and is guaranteed to be paid for the first five years. If the member
dies after only 12 monthly payments have been received, the balance of the 48 guaranteed payments will be paid to the member’s
beneficiary or estate. People have mistakenly believed a five-year
guarantee implies the pension is only payable for five years and
then ceases in any event or that the five-year guarantee starts
after the member’s death.
A clear understanding of each expression and the deals being
offered is paramount, as is understanding the implications. For

The Financial Services Commission of Ontario website, www.fsco.gov.on.ca, has a lot of information
on pensions, including an excellent glossary. Some pension terms of note:
Commuted value — the amount of a lump-sum
payment payable today that is estimated to be equal
in value to a future series of pension payments.
Locked-in retirement account (LIRA) — a particular
form of a registered retirement savings plan
offered by financial institutions. A LIRA is used to
hold money that is transferred out of a pension plan
when a member terminates employment. LIRAs
are governed by the Pensions Benefits Act and the
federal Income Tax Act. Often referred to as a
locked-in RRSP.
Life income fund (LIF) — a particular form of registered retirement income fund offered by financial
institutions. A LIF may be purchased with money
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transferred out of a pension plan when a member
terminates employment. A LIF is used to provide a
regular retirement income and is subject to minimum
and maximum annual income payment limits. LIFs
are governed by the Pensions Benefits Act and the
federal Income Tax Act.
Locking in — a legislative requirement that vested
pension benefits be used only for the purpose of
providing a retirement income. Also applies to LIFs,
LIRAs and locked-in retirement income funds.
Vested benefits (vesting) — benefits to which a
pension plan member or former member is entitled
unconditionally under a pension plan as a result
of satisfying age or service requirements.

example, under some plans, the eligibility for certain post-retirement health and dental benefits can be conditional on the form
of benefit selected by the plan member.
There may also be tax implications. In a recent client situation, the individual was a member of a DB pension plan that was
being converted to defined contribution (DC). Under this type
of plan, the employer (and possibly employee) contributions are
known and the benefit payable will depend on the amount of
the accumulated contributions at retirement. Members aged 50
and over were given the choice of remaining in the existing DB
plan or moving to the new DC plan. This was not just a case of
understanding the plan terms and projecting the pension payable
under both options. The choice of plan designs also affected the
amount of the annual pension adjustment (PA), which in turn
drove the available RRSP room for each member. This was an
important implication that could easily have been overlooked.

Step 2 — The unique client versus the average member
Many DB pension choices depend on an actuarial calculation.
Frequently, these calculations are performed on a standard actuarial basis to ensure that the options are cost neutral to the plan.
For example, many plans provide a series of optional payment
forms at retirement. The normal form might be a pension payable
for the member’s life with a 60% survivor pension payable to the
spouse. An optional form might be a reduced pension payable for
the member’s life with a 100% survivor pension payable to the
spouse. The amount of the reduction would have been calculated
to ensure actuarial equivalence. The point is this equivalence is
established on a macro basis. Suppose the member is aware that
he or she has a medical condition that is likely to reduce his or
her life expectancy. Such a situation increases the attractiveness
of the 100% survivor option.
More broadly, actuarial equivalence may include assumptions covering:
· the mortality of both the member and the spouse/partner;
· future salary increases of the member;
· future rates of return;
· future rates of inflation;
· the probability that the member will have a spouse/partner
at retirement;
· the expected age difference of the member and the spouse/
partner; and
· the expected age at retirement of the member.

The Society of Trust and Estate Practitioners
STEP Canada is the leading international organization for trust and estate
practitioners, with 2,000 members across Canada and 14,000 worldwide
holding the Trust and Estate Practitioner designation (TEP).
If you are a lawyer, accountant, financial planner, insurance advisor or trust
professional working principally in Trust and Estate Practice, STEP Canada
provides a forum for discussion and advancement of practitioner knowledge
through regular branch seminars, webinars, symposia, a quarterly publication, and
an annual national conference.
For an Experienced Practitioner with 10 years work experience in this field, STEP
membership will enhance your practice and the TEP designation will reflect your
specialized knowledge and expertise.
If you are a Young Practitioner, the STEP Diploma Program route to membership
provides you with the opportunity to cover all significant aspects of trust and
estate planning, and prepares you to deal with complex client situations.

To join STEP, contact us:
Tel: 416.491.4949
Toll free: 1.877.991.4949
memberservices@step.ca

STEP Canada
1 Richmond Street West
Toronto, Ontario M5H 3W4

www.step.ca
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Every person is unique and this may expose a positive or negative factor relative to the broad actuarial assumptions. Many
of the large public sector plans include the opportunity to buy
back periods of eligible past service not currently credited for
the member under the plan. As a member ages, these buy-backs
become increasingly expensive. An analysis of the basis used
for the calculations relative to an understanding of the client’s
actual expectations helps to identify the pros and cons of the
buy-back. For example:
· the member has a family history of below-average longevity
— con
· the member expects a major salary increase next year — pro
· the member has a spouse who is four years younger — pro
· the member does not want to retire until age 65 — con
The obvious flaw in this approach is that the actual best option
in any situation will only be known at the end of the day following
the death of the member and any other potential beneficiaries.
However, as in many other aspects of life, decisions should be
based on the most likely outcomes, using the best information
available at the time.
Step 3 — The pension decision as part of an overall strategy
Context in deliberations is most important. First and foremost,
what are people planning for the rest of their lives? Do they
expect to work full or part time after retiring from their current careers? Will they need a high level of guaranteed income
to support their lifestyle? How important is the creation of an
estate? These are fundamental issues that can outweigh other
financial considerations.
Second, what are their attitudes to investing? Are they going
to be able to sleep at night (remember 2008) knowing their investment decisions will have a critical impact on the level of their
future income? Are they likely to be so conservative in their
investing that they will be unable to obtain a rate of return that
supports the option they have elected?
But more broadly, what is going on in their lives that could
affect their decision? For example, do they have major registered
or nonregistered investments, independent of the pension plan?
Does their spouse or partner have a pension or other sources
of income? Do they have major obligations for a mortgage or line
of credit? Do they have special events they can anticipate that
will involve major cash outlays?
Every issue may have some implication for the decision at
hand. The key is to listen and learn. There are no rules of thumb
that can be generally applied and the affected individual must
make the decision, as only he or she can weigh the soft issue
trade-offs. Expected longevity is often a key issue and is the hardest to quantify.
These days there is one further item of context — the financial
status of the pension plan. Take General Motors and Nortel, which
the daily papers reported on, as examples and it’s not surprising
that some plan members are nervous that their pension plans
will not be able to pay out promised benefits. This could influence employees to favour an immediate lump-sum payout. For
reassurance as to the stability of a company’s plan one could look
to recent filings with the provincial or federal government, clues
from the sponsor’s financial statement, and any website that is
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devoted to the plan in question. Ultimately, any assurance is not
definitive, however, plan members should also beware of any
scaremongers who may have a financial interest in the decision.
A case study
Looking at George’s scenario, the basic facts are that George, the
pension plan member, and his wife, Linda, both aged 58, expect to
live until age 85. George is retiring this year and would be happy
to work part time to age 65. He is entitled to a commuted value
of $1 million, payable 55% as a transfer to a locked-in retirement
account (LIRA) and 45% as taxable cash or he is entitled to a lifetime pension of $50,000. Assume a benefit accumulation formula
of 2% a year times 25 years of service times best five years of salary
($100,000) equals $50,000 a year, continuing at 60% to the spouse
(should he predecease her) and fully indexed to increases in the
consumer price index (CPI). If he takes the pension, he is also
entitled to post-retirement health and dental benefits.
Linda works part time and earns $10,000 a year. She does not
belong to a pension plan. They do not have any RRSPs or nonregistered investments. They will both be entitled to full Old Age
Security at age 65. He will be entitled to full Canada Pension Plan
at age 65 and she to a partial CPP benefit.
They require $40,000 cash a year to live on. They own their
home, which has a market value of $300,000, and have a mortgage
of $100,000. They want to know which pension option George
should take.
One financial planner advised him to take the commuted
value, pay off the mortgage and invest the rest. George is also
worried about the financial stability of the pension plan.
With the three-step process
Historical arguments for taking a lifetime pension include: you
have a guaranteed income for life; your spouse receives an income
if you die prematurely; and you are protected against inflation.
Arguments for taking a commuted value are you have control
over the investment of the assets; you have more flexibility over
the payouts; and you could have assets remaining after you and
your spouse have died, which could become a part of your estate.

DB pension plans:
· The pension payable on retirement is defined by
a formula, typically based on the years of credited
service in the plan and on pensionable earnings
close to retirement.
· These plans may or may not require member
contributions in addition to the employer-required
contribution, which is calculated on a regular
basis by the plan actuary.
· The plan will also provide benefits on early and
postponed retirement, or on the death or disability
of the member.
· The specifics of these benefits are set out in
the pension plan document and communicated to
the plan members through a member booklet.

Step 1
The two options facing George are pretty clear. What about the
implications?
If he takes the lifetime pension option, because the pension
is being paid from a DB plan, he will be immediately eligible for
pension income splitting. Given Linda’s low level of income, he
can use this to significantly reduce their taxes payable.
If George takes the commuted value, there is a key issue that
only 55% is eligible for a rollover into a LIRA. This happens because Canada Revenue Agency has set maximum value factors
for transfers from registered pension plans. The maximum value
at the member’s age of 58 is $11 per $1 of pension, as prescribed
in Income Tax Regulation 8517. The fact that the commuted value factor is almost double this is a result of both current low
rates of interest, which affect the interest basis for the commuted

value, and the pension being fully indexed and having a 60%
spousal feature, which makes it more valuable.
When the LIRA is converted into a life income fund (LIF)
at some point in the future, recent Ontario legislation provides
that up to 50% can be transferred into an RRSP and essentially
be unlocked. However, LIF payments, or any RRIF payments,
will only be eligible for pension income splitting at age 65.
The other major implication is by taking the commuted value,
George loses his eligibility for the employer’s post-retirement
health and dental benefits. These benefits can have a value of at
least $5,000 a year.
Step 2
There is nothing particularly remarkable about George and Linda.
Probably, the main issue for him is that he is eligible to retire
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Conclusion
under the rules of the plan with an unreduced pension.
If the full commuted value of $1 million were to be transferred This is the information that George has to base his decision on.
to a LIRA, George would require an annual rate of return of 5.5% What difference would it make if he had a wealthy spouse, or
a year after expenses and before tax to duplicate the payments if he also had $500,000 in RRSPs? What would you do in this
under the pension plan. This assumes life expectancies of age case? What would it require for you to take the commuted
85 and a 3% annual rate of inflation. The 5.5% annual return value?
is quite a reasonable target for a balanced fund.
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Step 3
The most obvious item of context in this
case is that the pension benefit is almost
the only asset the couple has. A wrong
decision in this case could have disastrous results.
The couple could live on the lifetime
pension plus part-time income, plus government benefits, and have enough left
over to pay down the mortgage fairly
quickly. Any spare cash they would accumulate should be invested in their taxfree savings accounts.
A key question relative to the commuted value is how would George feel
about having to invest the best part of
$1 million? If the risks required to obtain
an aggressive rate of return would leave
him with sleepless nights, then there
is a clear message.
Another important item of context is
the financial status of the pension plan.
Is there a real risk of the plan not being
able to pay out the promised pension
in the future?
If a risk exists, it is a strong argument
for taking the commuted value. In this
case, the pension plan is in the public
sector and the risk of default seems to
be slight.
Finally, there is the realm of behavioral finance. Many individuals tend
to over-value a lump sum relative to a
stream of income. If George has this bias,
it is important to be aware of it.
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cover story

Annuities

With their guaranteed payments and tax
advantages, annuities may be the retirement
and estate planning tool you’ve been looking for

Cash for
by Peter J. Merrick

life

According to StAtiSticS cAnAdA, more thAn A third
of working Canadians will reach retirement age (60+) within
the next 10 years. Most of them are responsible for funding their
own retirements, thanks to the decline and disappearance of
company pensions, and many are wary of the stock market due
to recent volatility. Investors looking for more stable sources
of retirement income might consider a simple portfolio of GICs
Illustration by seth
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Annuities are becoming a major component of retirement and estate
planning in the US: billions of dollars are flooding into these

products. So why aren’t annuities as popular here in Canada,
considering their preferential tax treatment and rate of return?
but, while this might let them sleep at night, it will likely not generate sufficient after-tax cash flow to fund their retirement goals.
Enter the annuity. Annuities are legal contracts or agreements
that guarantee the purchaser, or annuitant, fixed payments on
an investment for a lifetime or for a specified number of years.
These payments are generally not subject to the same level of
taxation as other sources of retirement income and, depending
on the type of annuity, may be protected from creditors in the
event of insolvency or lawsuit. There are many different permutations of annuities and they can be combined to create a matrix
of benefits tailored to a client’s particular objectives.
It’s not surprising then that annuities are becoming a major
component of retirement and estate planning in the US, with

Five main types of prescribed annuities
1. Single life: provides an income as long as the
annuitant is living. An annuitant would purchase this
type of annuity if the income is needed for just one
person.
2. Joint and survivor life: provides an income for the
lifetime of two individuals — a primary annuitant
and a secondary annuitant (usually a spouse). Upon
the death of one annuitant, the surviving annuitant
can continue to receive an income. These types of
annuities are best for couples who require an income
stream after one of the parties insured by the
annuity dies.
3. Term certain: provides guaranteed income for
a specified period of time. These types of annuities
are best for individuals who want a guaranteed
income for the duration of time set out in the annuity
contract, regardless of when they die.
4. Immediate: provides payments immediately after
a single premium is paid into it. To maintain their
tax effectiveness, all prescribed annuities are also
immediate annuities.
5. Straight life: provides income to annuitants
as long as they live; payments cease when they die.
These annuities are usually used by individuals
seeking the highest income stream and who are not
concerned about their heirs receiving monies from
the annuity upon their death. Straight life annuities
are also used in advanced income and estate
planning solutions.
—PM
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billions of dollars flooding into these products. So why aren’t
annuities as popular in Canada, considering their preferential
tax treatment and rate of return?
Domestic fee structures could be to blame. In the US, advisers who sell annuities earn up to a 10% commission on the gross
deposits into an annuity, while the average initial commission
earned on an annuity purchased in Canada is 3% for the first
$100,000 deposit and 1% on every additional dollar. Unlike mutual funds or other money managed products, annuities don’t
sport an ongoing management fee to the adviser or broker. In fairness to Canadian advisers, however, it’s possible some Americans
have been sold annuities precisely because of these rich compensation levels.
Despite their many benefits, annuities do have some drawbacks that consumers should weigh before purchase. Annuities are irrevocable, so they are very inflexible once established.
Compared with other investments, the disadvantage of life annuities is that they leave no estate benefit regardless of the
date of death (aside from any balance of payments for a guarantee period, if applicable). Clients must also be satisfied with
the creditworthiness of the insurance company issuing the
annuity.
Keeping these caveats in mind, Canada’s low adoption rate
of annuities still suggests missed opportunities for our graying
population to achieve financial security and peace of mind.
Prescribed annuities
One of the main categories of annuities in Canada is the prescribed annuity. These are contracts issued by an insurance company that are not backed by direct investments in equities
(i.e., no mutual funds or pools, such as those used in segregated
funds or universal life products). Instead, prescribed annuities
are backed by the assets and future earnings of the issuing insurance company.
There are various types of prescribed annuities on the market today (see “Five main types of prescribed annuities,” left).
Whatever the type, to qualify as a prescribed annuity, contracts
must meet the following criteria:
• nonregistered funds must be used to purchase these annuities;
• the guaranteed income payment can only be issued up to the
annuitant’s 91st birthday;
• the payments cannot be indexed, only allowing for a level flow
of annual income; and
• income must start immediately after purchase of the annuity.
Unlike GICs or other fixed-income products, prescribed
annuities are not subject to the interest accrual rule, where
interest earned on a yearly basis is taxed even if not paid out. The

Income Tax Act reserves a special taxation methodology for
prescribed annuities where the total interest earned is spread
out over all payments made during the annuitants’ lifetime.
As a result, taxable income is lowered significantly because
most of the prescribed annuity payment is deemed a nontaxable return of capital. This provides an elegant way for owners
of prescribed annuities to minimize their tax burden relative
to their cash flow.
Other tax benefits of prescribed annuities include:
• Income splitting. The Income Tax Act allows for qualified annuity
income to be split between clients and their spouses.
• Pension tax credit. Depending on the client’s other pension or registered retirement income sources, a prescribed annuity may meet
the qualification for the pension tax credit. This means clients
and their spouses can each earn the first $2,000 of income tax free.
• Old Age Security clawback. The OAS clawback may be eliminated or reduced compared with an interest-bearing bond or

GIC, as a large portion of the prescribed annuity cash payment
is deemed a return of capital.
• Probate taxes. If there is a named beneficiary on a term-certain
and last-to-die annuity that allows the annuity to bypass the estate, probate taxes will not apply.
Let’s examine a case study to see the benefits of prescribed
annuities in real numbers. Imagine that you have a 70-year-old
client, Ms. Smith, who has an investment portfolio of more than
$3 million with a marginal tax rate of 46%. Although frustrated
with current low interest rates, Ms. Smith contemplates buying
$1 million worth of five-year GICs paying 3% annually. The resulting annual income of $30,000 is subject to $13,800 in taxes, leaving
her with $16,200 annually in after-tax dollars.
On the other hand, if Ms. Smith purchased a $1 million prescribed annuity, it would pay her about $86,450 a year for the rest
of her life. Given the special income treatment within the Tax
Act, only $22,450 is taxable each year, leaving her with $76,123
a year after taxes. That’s an additional $59,923 in her pocket. On
the down side, the annuity payments are fixed and the size of
the estate is reduced.
A superior solution may be an insured annuity. Properly structured, an insured annuity can increase guaranteed cash flow, reduce taxable income on nonregistered monies, preserve the expected estate value and bypass probate taxes.
Insured annuities
Also known as back-to-back annuities, insured annuities are a
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Annuities use mortality rates found in the general population, while life
insurance mortality rates are based on people who pass the

required physical and financial examinations. As long as a client
is insurable, he or she can benefit from this pricing arbitrage
combination of two financial instruments that create powerful
results on a guaranteed basis.
• Part A is the purchase of a prescribed annuity.
• Part B involves the purchase of a life insurance contract equal
to the amount invested into the annuity. This guarantees the
original capital will be paid back tax free to the designated beneficiaries upon the death of the annuitant.
This solution is the most attractive option for older clients who
are relatively conservative on the investment front. Back-to-back
annuities will achieve a higher after-tax cash flow during the
clients’ lifetime and will return all capital to either their estate or
beneficiaries upon their death. Depending on a person’s age and
health, this solution can result in a material increase in after-tax
returns compared with a GIC.
Continuing with our previous case of Ms. Smith, let’s assume
that she wishes to leave the $1 million she used to fund the annuity to her heirs when she dies. She can easily accomplish this by
using a portion of the $76,123 annual after-tax income she receives
from her annuity to purchase a term to 100 life insurance policy
with a face value of $1 million. (Term 100 is a life insurance policy
with level premiums until age 100; if the insured lives past 100
he or she is still covered but no longer pays any premiums.)
Given her good health, the fixed premium for her acquiring the
policy is about $32,400 a year. Starting with the $76,123 annually
she has been receiving after taxes, she is left with $43,723 a year
after paying her fixed insurance premium. This is still $27,523 —
or 170% — more than the $16,200 she would have earned after

taxes if she had pursued the GIC option. In her case, the numbers
speak for themselves.
The reason that the back-to-back annuity works so eloquently
— and with such stellar returns — is the differing actuarial mortality tables used by each of these distinct financial instruments.
Mortality tables are effectively estimates of life expectancy for
individuals depending on their age and gender. Insurers use these
tables to calculate premiums on their various products.
Annuities use mortality rates found in the general population.
Life insurance premiums, however, are based on the mortality
rates of people who have been found healthy enough to pass the
required physical and financial examinations. This means that
the life expectancy of an annuity owner is much lower than a
life insurance policyholder of the same age. As long as a client
is insurable, he or she can benefit from this pricing arbitrage.
Another positive result of the back-to-back annuity is that the
full investment is segregated from the rest of the client’s estate.
This means the death benefit passes to the client’s beneficiaries
tax free, while avoiding all probate fees. The life insurance is
creditor-protected provided the proper beneficiary designation
has been made.
Corporate capital gain solution
Business owners whose estate will have to pay large capital gains
when they die should investigate the use of insured annuities
to reduce tax and offset capital gains on death. One of the nice
results of this corporate capital gain solution is that the client is
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cash neutral during the entire process. Here is an overview
of how it works.
Step 1. The corporation purchases an insurance policy on the
key shareholder’s life.
Step 2. The corporation purchases an immediate annuity on
the key shareholder’s life. This is generally accomplished with
the payment of a lump sum to the life insurance company. In
order to maximize income, the annuity will generally be paid
for the life of the annuitant with no guarantee period.
Step 3. The corporation borrows funds to replace the capital that,
where desired, can be used to re-acquire any liquidated assets.
Step 4. While the shareholder is alive, the corporation will receive
payments under the annuity contract. Interest paid on the borrowed funds is tax deductible. In addition, because the insurance
policy acquired by the corporation is required as collateral for
the loan, the lesser of the policy premium and the policy’s net
cost of pure insurance will be deductible from the corporation’s
income. The net effect on an after-tax basis is that the annuity
payments are sufficient to pay the insurance premium and the
interest on the loan.
Step 5. Immediately before death, the shareholder is deemed to
have disposed of his or her shares of the corporation for their
fair market value. The amount of the loan reduces the value of
the corporation’s shares. The value of the annuity and the insurance policy without any cash surrender value, however, is nil.
Therefore, there would be a reduction in the value of the corporation for income tax purposes.
Step 6. The amount of any insurance proceeds paid to the corporation, net of the
adjusted cost basis of the insurance policy, would be credited to the corporation’s
capital dividend account. This would allow the payment of capital dividends to
the estate of the deceased shareholder, i.e.,
a tax-free distribution that would be unavailable without the life insurance component of this solution.
This process results in tax savings to
the deceased’s estate and can create a positive cash flow for the client during his or
her lifetime even if the loan interest rate
increases to 9%.
For example, assume the sale of a company would result in a capital gain of
$1 million upon the death of the key
shareholder. The company purchases a
term to 100 insurance policy for $1 million and a straight life annuity for $1 million in the name of the key shareholder. It
also obtains a loan for $1 million. Assume
that the after-tax cash received from the
annuity is sufficient to pay the loan interest and insurance premiums. The day
before the key shareholder’s death, the
life insurance policy and annuity have no
value, but the loan of $1 million offsets the
original value and resulting capital gain.

When implemented properly and for the right reasons, the
corporate capital gain solution should be considered as a cornerstone of a balanced financial and estate plan for business owners.
Deal with a competent professional
To structure proper annuity solutions, your clients should consider their adviser’s experience and professional qualifications
— not all insurance agents are created equal. The world of annuities can become quite complex and, unlike a stock or term life
insurance policy that can be sold or terminated quite simply if a
mistake is made or personal circumstances change, an annuity
is generally a lifetime decision. Accordingly, it should be assessed
within the context of an overall plan by a credited (e.g., certified
financial planner or trust and estate practitioner) and licensed
life insurance professional.
While not for everybody, annuities are income solutions that
are an essential part of a holistic financial, tax and estate plan.
These solutions should be considered and investigated by clients
and their trusted advisers if there is a need to increase their guaranteed cash flow, reduce taxable income and gains, and creditor-proof assets with the option of also preserving estate values.
Peter J. Merrick, BA, FMA, CFP, TEP, FCSI is president of
MerrickWealth.com, an exit planning consulting firm in Toronto
specializing in structuring insurance solutions that assist in
business succession and estate planning
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fraud

kickbacks

By David Elzinga

A steep price

O

n January 10, 2005, Hydro Kleen Systems Inc.
pled guilty in the Court of Queen’s Bench

in Red Deer, Alta., to one count of bribery under
Canada’s Corruption of Foreign Public Officials Act
(CFPOA). Hydro Kleen, an international company that
removes coke and other byproducts from oil refinery
pipes — a process known as pigging — admitted to having given $28,299.88 in a series of payments to Hector
Ramirez Garcia, a senior immigration inspector with US
Customs and Immigration Enforcement at the Calgary
International Airport.
Garcia and his wife ran a consultancy called Genesis
Solutions 2000 without the knowledge and approval of
his employer. Between September 8, 2000, and November
30, 2001, Hydro Kleen retained Garcia to advise on the
best ways for its employees to gain entry into the US on
work visas. Industry leader Hydro Kleen, like its Canadian-
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based competitors, conducted a significant amount of
business in the US. It contacted Garcia because of ongoing
difficulties getting its Red Deer personnel permission
to cross the border.
In return for the payments, Garcia advised Hydro
Kleen’s employees on what to say when questioned by
customs officials and helped the company draft letters
and documents required for entry into the US.
Unbeknownst to Hydro Kleen, the court was told, Garcia also took it upon himself to discover the identity and
impede the entry into the US of Hydro Kleen’s competitors’ personnel.
The bribery scam was unearthed following complaints
from some competitors whose personnel were turned back
at the Calgary airport. One company, Innovative Coke
Expulsion Inc. (ICE), hired a private investigator after
being told its people might not be allowed into the US for
five years. The investigator, working on a tip, observed Garcia and his wife meeting at a Boston Pizza with Paulette

gary clement

With the OECD pressuring Canada to get tougher on improper
payments, days of bribes to foreign public officials may be over

Bakke, an assistant manager at Hydro Kleen, who slipped an
companies found guilty can be fined an amount that is at the
envelope out of her purse and handed it to Garcia’s wife. In return,
discretion of the judge. Individuals can be imprisoned up to five
Garcia handed Bakke a large manila envelope.
years if convicted of bribery and up to 10 years for possession
Later, ICE obtained a civil search warrant for Hydro Kleen’s
or laundering of property and proceeds. Companies are liable
for the actions of any agents they retain in a foreign jurisdiction
offices. According to a sworn affidavit, ICE discovered documents
and must be careful not to assume they can protect themselves
in the briefcase of Hydro Kleen president Robert Watts, including
by claiming they were unaware of what the agent might do to
ICE financial statements, telephone and bank account statements,
obtain business on their behalf.
ICE’s US patent certificate and a photocopy of an ICE employee’s
passport photo page. All the information had been contained in
At the moment they should likely pay much greater attention
applications ICE had filed with US Customs and Immigration.
to similar legislation that governs other countries, especially the
A subsequent RCMP investigation led to Garcia being charged
Foreign Corrupt Practices Act (FCPA), which has been in place in
with bribery under the Canadian Criminal Code and CFPOA. In
the US since December 1977. Failing to do so could make them
July 2002 Garcia pled guilty and was sentenced to six months in
susceptible to charges under FCPA.
Canadian firms need to realize that FCPA applies to foreign
prison and ordered deported upon his release. For its part, Hydro
Kleen was fined $25,000.
companies with securities registered in the US or that make illeThe Hydro Kleen case was the first, and so far only, successgal payments directly or via an agent through a US institution.
ful prosecution under the CFPOA. Enacted in 1999, CFPOA was
Therefore, if a Canadian company makes an improper payment
created so that Canada would meet its obligations as a signatothrough a US bank account or a company employee who is a US
ry of the Organization for Economic Co-operation and Developcitizen pays a bribe, the company has violated FCPA.
The consequences of violating FCPA can be severe. Civil and
ment’s (OECD) anti-bribery convention. Under the act, it is illegal to pay off a foreign public official with bribes or kickbacks.
criminal charges could be laid. Guilty verdicts could bring multiWhile the Hydro Kleen case was not
likely what the federal government
The US FCPA applies to foreign companies with securities
had in mind when it developed the
act, it was, nonetheless, a win in what
has been a less-than-impressive track registered in the United States or that make illegal
record by the Department of Justice.
In June, however, another case payments directly or indirectly through a US institution
emerged when 63-year-old Nazir Karigar, a former official with Cryptometrics Canada Inc. in Ottawa,
million-dollar fines for officers, directors, stockholders, employwas charged under CFPOA with bribing an Indian government
ees and agents (those imposed on individuals cannot be paid
by the company) and lengthy jail sentences. Convictions could
official “to facilitate the execution of a multimillion dollar conalso result in charges under Racketeer Influenced and Corrupt
tract for the supply of [an airport] security system,” according
Organizations Act, which could mean the imposition of treble
to an RCMP press release. Cryptometrics, a high-tech firm that
damages. Perhaps most seriously, a company could be banned
provides face biometric authentication software among other
from conducting any business with the US federal government
services, was not charged.
and could become ineligible to obtain various export licenses.
If Karigar is convicted, he will be the first Canadian found
How severe can penalties be under FCPA? Just ask Siemens
guilty under the act. But he might soon be joined by others.
AG, the German engineering giant. In late 2008 it pled guilty
His arrest, and the investigation that preceded it, are a direct
to multiple infractions of FCPA and was fined a record US$800
result of the OECD “holding our feet to the fire,” Cyndee Todgham
million (a US$450-million criminal fine and a US$350-million
Cherniak, an international business lawyer with Lang Michener
LLP in Toronto, told The Globe and Mail. “We’ve got the OECD
disgorgement of profits). When penalties imposed by the German
every few years asking us: How many prosecutions have you
government were thrown in, the total came to US$1.6 billion.
had? What are your [police officers] doing? Because you can’t
It also had to retain an independent compliance monitor for a
say ‘Canada’s holier than thou — all we have are angels.’ People
four-year period.
must be engaging in this behaviour. Why haven’t we found it?”
According to the US Attorney General’s Office, Siemens had
Sunny Pal, a former corporate governance counsellor in Lang
made more than 4,283 payments to foreign government officials
Michener’s Ottawa office, notes that the World Bank has estiaround the world totalling approximately US$1.4 billion during
mated “a trillion US dollars disappears unlawfully into secret
a period from the late 1990s to 2007. During this time Siemens
concealed the payments using off-the-book accounts and delibpockets every year. That’s US$2.7 billion a day … about double the
erately failed to implement anti-bribery compliance programs.
value of all trade [exports and imports] between Canada and the
In February 2009 another FCPA record penalty was estabUS. Or, to make another comparison, it is more than five times
lished when Halliburton Co., which supplies products and
Canada’s annual federal spending.”
services to the energy industry, agreed to pay the largest fine
If Canada does become more vigilant about enforcing CFPOA,
imposed on a US company.
Canadian firms must be aware of the potentially serious consequences they could face if caught in violation of it. Under CFPOA,
The negotiated settlement resulted from allegations that KBR
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gram. This usually requires the establishment of a compliance
Inc., a former subsidiary of Halliburton, made improper paydepartment or, at minimum, a qualified individual responsible
ments to government officials in Nigeria via agents and subconfor the program.
tractors in regards to the construction of a natural gas liquefaction
Education is a critical aspect of any program. Employees,
project. KBR pled guilty to criminally conspiring to violate FCPA,
and Halliburton (which negotiated a nonprosecution settlement)
agents, subcontractors and anyone conducting business abroad on
agreed to pay US$382 million of KBR’s US$402 million in crimibehalf of a company must be made aware that the company does
nal fines, with KBR picking up the remaining US$20 million.
not engage in illegal payments. (Facilitation payments, known as
Not to be outdone by the colonies, last March the UK’s Serious
“grease money,” are permitted to ensure a company can do business in a country where it is established practice to pay a small
Fraud Office arrested three directors of France’s Alstom, a world
leader in transport and energy infrastructure, regarding “the
amount of money to a supplier, for example, to install a telephone
suspected payment of bribes by companies within the Alstom
system.) A clear code of ethics is one of the most effective ways
group in the UK,” the office said.
to communicate a company’s stance on bribery and kickbacks.
It should have to be signed by each person working on behalf of
Interestingly, a few weeks later, on April 8 the UK introduced
the company every year.
its Bribery Act to “enable courts and prosecutors to respond more
If a compliance program is in place, it will likely mitigate a
effectively to bribery at home and abroad,” a piece of legislation
company’s exposure if a problem arises. However, the absence
that was also likely inspired by pressure from the OECD.
While it seems apparent that countries such as Canada and
of such a program will reveal that acceptable due diligence practhe UK are finally following the US’s lead and taking bribery
tices were not in place. What happened to Siemens should serve
more seriously, this comes at a time when companies that are
as an incentive to maintain accurate accounting records and
compliance practices.
affected by the legislation may not be ready. A survey of UK companies released by Grant Thornton LLP in June 2010 found that
The existence of a professional compliance program will also
more than three-quarters of companies
surveyed have not invested in anticorrupDue diligence is critical when selecting subcontractors
tion strategies to deal with the Bribery Act,
leaving many UK companies at unnecessary risk of the act’s harsh penalties. and agents overseas. A firm must do background checks
In addition, results “from a recent survey
performed by a global business consulting of anyone who represents it in business negotiations
firm discovered that only 50% of senior
corporate executives are ‘highly confident’ that their business
help reduce costs if, say, an RCMP investigation does occur. Such
control systems are managing their organizations’ business risks
investigations can be disruptive and costly. The more prepared a
effectively,’ ” says William Olsen, a principal of Grant Thornton
company is for the worst-case scenario, the less damaging it will
LLP in the US and author of The Anti-Corruption Handbook: How
likely turn out to be.
to Protect Your Business in the Global Marketplace. The survey also
Due diligence is also critical when selecting agents and subshowed that fewer than 10% rated their control systems “excelcontractors overseas. A company must do thorough background
lent” in providing early warning signs to catastrophic risk.
checks of anyone who represents it in business negotiations. That
Although in a 2007 report the OECD says “many countries
usually involves having a trusted employee and/or a consultant
are taking action to build knowledge” of bribery and corrupwith experience in the country in question taking a hands-on
role in vetting any prospective agents and other key workers.
tion issues, it concedes there is still a lack of public awareness of
It is impossible to eliminate all risk when doing business
its anti-bribery convention. While most large companies know
paying bribes is wrong (whether they ignore the consequences is
abroad. But the chances of getting caught up in a bribery or kickanother matter), not all smaller-sized companies are aware of the
back investigation will be greatly reduced if compliance is taken
rules of the game. Transparency International, which monitors
seriously. Canada’s dismal track record of prosecutions under
bribery around the world, says bribery is a more problematic
CFPOA might lull a company into thinking it can act with impuissue for small and medium-sized enterprises, which carry out
nity abroad (although the tentacles of the FCPA are far reaching).
most of the world’s business today. It says they may feel powBut with the OECD pressuring Canada to get tougher on improper
erless in the face of demands for bribes and are often unaware
payments, those days may be at an end. Failure to realize that
that bribery can be resisted or how to go about it.
could result in some very painful consequences.
Ignorance, however, is not a defence. Many consulting firms
offer advice on how to prevent or mitigate exposure to bribery
David Elzinga CA·IFA, CFE, is the global leader of Grant
Thornton International’s forensic investigation services practice
and corruption. There are numerous resources available to comand is a partner in the firm’s Calgary office
panies that explain the various legislations. Of particular note is
the Layman’s Guide to the FCPA, available on the US Department
Technical editor: David Malamed, CA .IFA, CPA (Ill.), CFF,
of Justice’s website.
CFE, CFI, partner in forensic accounting, Grant Thornton LLP
A vital component of any company’s approach to protecting
in Toronto
itself is to implement a formal and effective compliance pro38 CA magazine November 2010
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Service AuditS

By Donald McColl + Donald E. Sheehy

Changing trilogy

S

ervice auditor engagements have become increasingly prevalent in the Canadian market-

place since the issuance of CICA Handbook —
Assurance, Section 5900, “Opinions on Controls at
a Service Organization,” revision No. 52 (November 1986)
that became effective for engagements covering periods
on or after July 1, 1987. That standard changed little for
almost two decades until a decision to make the reporting
requirement similar to the then current US Statement on
Auditing Standard No. 70, Service Organizations (SAS 70)
standard was made. With this decision implemented, for
periods commencing January 1, 2006, the Auditing and
Assurance Standards Board (AASB) issued Section 5970,
“Auditor’s Report on Controls at a Service Organization”
that mirrored SAS 70 — it represented a significant revision to service auditor reporting in Canada.

Five years have passed, but companies and their auditors should not get too comfortable with the current
standard. Management’s responsibilities in such engagements and how a service auditor performs and potentially
reports the engagement will again change in Canada in
the near future as a result of international efforts by the
International Auditing and Assurance Standards Board
(IAASB) and the American Institute of Certified Public
Accountants (AICPA).
The IAASB was first off the mark. Although SAS 70
and CICA Section 5970 reports are issued outside their
respective borders, the IAASB saw a need to develop an
internationally recognized standard. The development of
International Standard on Assurance Engagements 3402
(ISAE 3402), “Assurance Reports on Controls at a Service
Organization,” approved in 2009, has now created a global
standard for engagements to report on controls at a service organization. It has an effective date of June 15, 2011.
The AICPA, as part of its efforts to converge US standards with those of the IAASB,
followed suit and began drafting a Statement
on Standards for Attestation Engagements
(SSAE) that would replace SAS 70 and more
closely mirror ISAE 3402. SSAE 16 has recently been approved with the same effective
date of June 15, 2011, although earlier implementation is certainly allowed. The revision of SAS 70 represents the first significant
modification to the standard since it was
issued nearly two decades ago.
With the morphing of SAS 70 to SSAE
16, the AASB began its project to finish the
trilogy. With its strategy to closely follow
the US requirements, it recently approved a
proposed Canadian Standard on Assurance
Engagements (CSAE) 3416, “Reporting on
Controls at a Service Organization,” to replace the current Section 5970, effective
December 15, 2011, with earlier implementation permitted.
The new standards are not aimed at overhauling how an engagement to audit and
report on controls at a service organization
is performed. Rather, they have been drafted
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New standards for reporting on controls at service organizations
aim to meet demands of the current market environment

to modify the existing requirements to meet the demands of the
current market environment and to fit into the modern framework for attestation.
While the standards do not differ significantly (nor from
the existing Section 5970/SAS 70 requirements), they do present
changes that may be challenging for service organizations that
are not prepared when the new standards take effect.

sertion and for overseeing the supporting processes.
These new requirements should not be onerous for service
organizations that currently have control monitoring processes
in place and plan for the change. The change will be problematic
for those service organizations that procrastinate.
What else is new?
The requirement that management provide an assertion is the
most significant change in the new standards. However, there
are other matters that should be highlighted.
In the old Section 5970, there was no guidance provided to the
service auditor in assessing whether management has used suitable criteria in preparing the system description, in evaluating
whether the controls were suitably designed and in evaluating
in a type 2 report whether they operated effectively throughout
the period. This is now provided in CSAE 3416.
In a type 2 report, if the work of the client’s internal audit
function has been used, the service auditor, in his or her report, is
required to include in its description of tests the internal auditor’s
work, acknowledgement that it was performed by internal audit
and the service auditor’s procedures with respect to that work.

Asserting publicly
The most significant change to the standards is the requirement
that management of the service organization provide a written
assertion attesting to the fair presentation and design of controls
(type 1 report) or the fair presentation, design, and operating
effectiveness of controls (type 2 report). The service auditor,
however, will continue to directly report on whether controls
are fairly presented and suitably designed or fairly presented,
suitably designed and operating effectively. It is not intended
that the auditor report on management’s assertion.
In order to provide a written assertion, those who sign the
assertion will need a reasonable basis for making it, which may
include developing their own processes to support the assertion if
such processes are not already in place. The
standards provide specific requirements
The requirement that management provide an assertion
that management must meet, including:
• selecting suitable criteria, which will be
used to prepare its description of the sys- is the most significant change in the new standards.
tem as well as to evaluate whether controls
were suitably designed (point in time or But there are other matters that should be highlighted
type 1 report) or suitably designed and
operating effectively (period of time or type 2 report); and
In a type 2 report, the service auditor’s opinion on the fairness
• identifying the risks that threaten the achievement of the
of the presentation of the description of the service organizacontrol objectives stated in the description.
tion’s system and on the suitability of the design of the controls
is for the examination period rather than as at a specified date.
When these standards become effective, unless management
When obtaining an understanding of the service organizaagrees to provide an assertion, the service auditor will not be
tion’s system, the service auditor is required to obtain informaable to accept or will need to withdraw from an engagement to
report on controls at the service organization. If a law or regution to identify risks that the description of the service organizalation prevents a service auditor from withdrawing from the
tion’s system is not fairly presented or that the control objectives
engagement, the Canadian service auditor will need to disclaim
stated in the description were not achieved due to intentional
acts by service organization personnel.
the audit opinion.
When assessing the operating effectiveness of controls in
To add to the complexity, if the service organization relies on
a type 2 engagement, evidence obtained in prior engagements
controls at a subservice organization and management elects to
use the inclusive method of reporting, management will also
about the satisfactory operation of controls in prior periods does
need to determine whether controls at the subservice organizanot provide a basis for a reduction in testing, even if supplementtion are suitably designed or suitably designed and operating
ed with evidence obtained during the current period.
effectively. This requires a written assertion by the subservice
With regard to documentation, 60 days after the date of the
organization and will also require that the subservice organiservice auditor’s report is viewed as an appropriate time limit
zation provide a letter of representation at the end of the audit.
in which to complete the assembly of the final engagement file.
Providing a public assertion will certainly impact the organization. CSAE 3416 provides examples for assertion content. The
Benefits for early adopters
The new standards that have been drafted by the IAASB and
assertion is more comprehensive than that provided in the past
AICPA are effective for assurance reports covering periods endin letters of representation that auditors required. The new letter
of representation starts with a reaffirmation of the assertion.
ing on or after June 15, 2011 and, in the case of the new Canadian
Service organizations will need to have processes in place
standard, periods ending on or after December 15, 2011. Service
so management can assert that controls are suitably designed
organizations and their service auditors will have the option
of early adoption of the new standards. Although there may be
and operating effectively. In addition, the service organization
will need to determine who is responsible for making the asinitial challenges in meeting the new standards, service organiza42 CA magazine November 2010

tions may wish to have an engagement to report on their controls
performed under the new standards before the required date.
Early adoption may confer certain benefits. For example, service organizations that early adopt the new standards may be perceived as having a stronger control environment relative to their
competitors that do not early adopt or could be viewed as market
leaders. Early adoption will also give service organizations and
their service auditors a longer window to assess whether management has implemented the necessary processes to comply
with the new standards and avoid time-pressured discussions.
Non-ICFR
This new standard is applicable to controls that are likely to be
relevant to user entities’ internal control over financial reporting. It is not to be used for non-ICFR scenarios. Given the fact that
service organizations often provide services that do not relate
to ICFR, an alternative to CSAE 3416 is needed. Paragraph 2 of
CSAE 3416 allows the standard’s guidance to be used in developing reports under Section 5025, “Standards for Assurance
Engagements other than Audits of Financial Statements and
Other Historical Financial Information.” The CICA is considering whether to issue nonauthoritative guidance similar to that
being developed by AICPA that deals with using the SSAE 16
as guidance for non-ICFR reports.

Taking the initiative
Not every organization will choose to early adopt. Varying circumstances and objectives make the consideration unique for
each organization.
The change in standards is going to happen and all service
organizations will be impacted. The uncertainty is whether the
impact will be a positive one or a negative one. Our view is that
service organizations that act now to proactively understand the
impact of the changes and to be ready for them will likely see
a positive impact and enjoy a competitive advantage.
Whether or not an early-adoption approach is taken, we
strongly recommend all service organizations begin planning
for the change as early as possible to manage the changes to
a positive implementation.
Donald McColl, CA (Scotland), FICB, is a partner in Deloitte’s
GTA enterprise risk practice, leads the GTA assurance
solutions practice and is national leader for service auditor
reporting.
Donald Sheehy, CA • CISA, CIPP/C, is associate
partner in Deloitte’s GTA enterprise risk practice and is a local
GTA leader for service auditor reporting
Technical editor: Ron Salole, vice-president, Standards, CICA
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legal issues

liability

By Jo-Anne Demers

A reversal on appeal

I

n a recent decision (Agri-Capital Drummond Inc.
v. Mallette et al., 2009 QCCA 1589), the Quebec

Court of Appeal overturned a Superior Court judgment rendered in 2007 that dismissed Agri-Capital
Drummond’s action against the accounting firm of
Mallette Maheu. The Court of Appeal found the accountants liable and rendered a decision departing from the
existing case law relating to causation that led to an award
of what might otherwise have been considered (noncompensable) indirect damages. The accounting firm filed
a leave to appeal the decision to the Supreme Court of
Canada, arguing the new approach adopted by the Court
of Appeal in Mallette was a matter of public importance in
Quebec, however the Supreme Court of Canada dismissed
the application for leave to appeal on February 11, 2010.
Montreal-based Mallette Maheu was retained to prepare the financial statements and income tax returns for
feed manufacturer Nutribec Ltd. for fiscal 1998 and 1999.
Arthur Andersen (which had forged a relationship with
Mallette Maheu in 1994) prepared the financial state44 CA magazine November 2010

ments for fiscal 2000 and 2001 and Mallette Maheu prepared the financial statements for fiscal 2002 and 2003.
In 1998, Nutribec sold some of its assets, and as a result, several accounts receivable worth $4.5 million were
written off as a recoverable debt and a loss was claimed.
In 1999, the accountants took into consideration the sale
that occurred in November 1998 and claimed the tax
loss on the sale of the accounts receivable in the amount
of $4.5 million, the same account receivable on which
the loss had been claimed in the previous fiscal year.
On Dec. 18, 2001, Nutribec’s two majority shareholders — Agri-Capital Drummond and Groupe DLPC
Inc. — signed a shareholder’s agreement following
Agri-Capital’s acquisition of a number of Nutribec’s
shares. On Sept. 6, 2002, DLPC exercised its rights under the shotgun clause contained in the shareholder’s
agreement and offered to buy Agri-Capital’s shares.
On Oct. 18, 2002, Agri-Capital turned down DLPC’s
offer and consequently, as required under the shotgun
agreement, bought DLPC’s shares on Nov. 18, 2002 for
$4.3 million.
In deciding to buy DLPC’s shares, Agri-Capital

Ryan snook

A higher court overturns a Quebec Superior Court ruling
and renders accountants liable for damages

took into consideration the tax loss accumulated in Nutribec
could be exposed to “liability in an indeterminate amount for an
according to the information contained in the financial
indeterminate time to an indeterminate class.”
statements for 1998 to 2001 and the advantages of such
Civil law tends to limit indeterminate liability through the
loss for Nutribec’s operations. This was a determining facrequirement that only damages that are the “direct and immeditor in Agri-Capital’s decision to purchase DLPC’s shares.
ate” consequence of the debtor’s fault are compensable. Indeed,
Agri-Capital would have learned about the double use of
article 1607 of the Civil Code of Quebec provides that a creditor
the same loss in spring 2003, following a decision by the tax
is entitled to be compensated for damages that are the direct and
authorities. In 2005, Agri-Capital instituted an action against
immediate consequence of the debtor’s fault. Traditionally, in
the accountants claiming the use of this tax loss represented
determining whether damages are the direct and immediate conan advantage of approximately $1.3 million and that it was a
sequence of the debtor’s fault, the test applied by Quebec courts
determining factor in Agri-Capital’s decision to purchase
has been to ask what would have been the situation “but for” the
DLPC’s shares. Agri-Capital also argued that had the true fierror. The Supreme Court confirmed the applicability of this test
nancial situation been known, it would have reduced its offer
to professional liability cases in Parrot v. Thompson, [1984] 1 S.C.R.
by $1.3 million or it would have sold its shares for the price of57 at 71.
fered by DLPC. Agri-Capital therefore sought damages in the
Consequently, based on the existing state of the law in Quebec,
amount of $1.3 million against the accountants in the matter.
in order to determine whether Agri-Capital’s alleged losses were
The Honourable Justice Laurent Guertin presided over the
the direct consequence of the defendant’s fault, the appropriate
trial at the Superior Court level. Justice Guertin determined
question to ask was what would have been the situation but for
that the value of Nutribec’s shares at the time excluded the tax
the error? This is the approach the trial judge applied, noting
losses. Consequently, the court came to the conclusion that Agrithat had the error not occurred, Agri-Capital would still not have
Capital had not suffered a loss since it had not been deprived of
benefited from the tax losses, as these losses never existed. The
a gain having acquired shares worth the
value. Justice Guertin also found that the
The civil law approach to professional liability is different
company could not complain about the
loss since it simply did not exist. Justice
Guertin therefore dismissed Agri-Cap- from the common law, namely a fault-damages causation
ital’s action with costs including the
approach is applied, not a two-part duty of care analysis
accountants’ experts’ fees and costs.
Agri-Capital subsequently appealed
the Superior Court decision and the Court of Appeal overturned
Court of Appeal appears to have been influenced by equitable
concerns in this case, expanding on the traditional understandthe Superior Court’s decision. It is interesting to note that the
ing of causation in order to reach what it likely considered an
Court of Appeal agreed with Justice Guertin’s analysis when he
equitable result.
determined that the plaintiff had not suffered a loss since it had
This departure from existing case law, which effectively crenot been deprived of a gain having acquired shares worth the
ates an action for shareholders on the basis of nonexistent value
value. However, the Court of Appeal took the view that Justice
Guertin erred when he concluded that the company could not
erroneously represented in financial statements, is of importance
claim such damages since the losses had never really existed.
given the new approach to causation that it represents as well
The Court of Appeal approached this issue by asking if the
as its potential to expose accountants to indeterminate liability.
losses had existed, as was represented by the accountants, what
As mentioned above, the Court of Appeal refers to the theory of loss of chance. The Quebec courts have, in exceptional
benefit the company could have obtained. In its reasons, the Court
cases, accepted claims on the basis of a loss of chance argument.
of Appeal refers to the theory of loss of chance — although its
However, in such cases, the analysis remains focused on what
analysis on this point is rather nebulous. The appeal court found
would have been the situation before the professional’s error.
that based on a balance of probability, had the tax loss existed,
For example, in a case where a lawyer neglects a file and allows
Nutribec would have obtained an advantage of $313,000. Since
the limitation period to expire, the court would look at the clithe plaintiff was now the sole shareholder of Nutribec, it followed
ent’s chance of having a successful lawsuit had it not been for
that all advantages that could have benefited Nutribec would
the lawyer’s error. In this case, there was no real loss of chance,
benefit its shareholder through either additional dividends or
given that even if there had been no error, the losses would still
from a return in capital following the liquidation of Nutribec.
not have existed.
The court therefore concluded that an amount of $313,000 should
be granted as damages to the plaintiff company, Agri-Capital.
(For information on the first level judgement rendered by the
The civil law approach to professional liability is different
Superior Court in the case, please see “Accounting malpractice,”
from the common law approach, namely that a fault-damagesby Marie-Isabelle Dionne, CAmagazine, October 2007, or go to the
causation approach is applied rather than the two-part duty of
archives at camagazine.com.)
care analysis.
In Supreme Court case Hercules Management Ltd. v. Ernst &
Jo-Anne Demers, LLB, is a partner and chair at Nicholl PaskellMede in Montreal. She is also the Technical editor for Legal issues
Young, the Supreme Court expressed its concern that accountants
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to file your
SRED claims,
you are
paying too
much.

MBA

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

Acquiring exceptional
talent for over
25 years

Our fee 10% - 15%.
We will not require
additional time of
your staff.
15 years in the sole practice
of SRED. References
W A Easton, P Eng, CA
EastonEng @ AOL.com

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

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

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

Rod K. Tanaka, C.A.

Tanaka Associates
Executive Search Inc.

C

M

Y

CM

MY

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

Your business card
would fit perfectly here...

FRANÇOYS BRUNET, CA — CONSULTING FIRM

U.S. and International Tax
Services:

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

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

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

GREAT ACCOUNTANTS
AREN’T BORN, THEY’RE...

!
d
e
r
i
H

PTC is in the business of providing our
Clients with Accounting Professionals
for Contracts and Projects.
Send us your RESUME by visiting our website.

Bruce Singer, Chartered Accountant
CEO & Visionary
Typical projects include IFRS, Controllers, Assistant Controllers, CFOs, Auditors, Taxation, Treasury, SOX Specialists, Junior to Senior Accountants.

For today’s CONTRACT OPPORTUNITIES, visit our website at:

ptcaccounting.com

TEL

905-660-9550
1-877-303-9550

TOLL FREE

Is this your path?

A career at Agropur...
Naturally!

Partner
at 30

2003

2004

UFE

Stern Cohen

careeragropur.com

2010

Contact us
hr@sterncohen.com

A FEW BRANDS...

Robin Peaker, CA Partner
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Career opportunities

Assistant Deputy Minister and Chief Financial
Officer (ADM/CFO)
Manitoba Housing and Community Development,
Winnipeg MB
As a division within the Department of Manitoba Housing and Community Development,
The Manitoba Housing and Renewal Corporation is a crown corporation that provides
a continuum of affordable housing services including rental housing, renovation, and
homeownership programs.

The key to a successful search
Unlocking a wealth of qualiﬁed
candidates has never been easier.
• Advertise your position to over 70,000 CAs
• Access our resume database (free with every job posted)
• Include your posting in our CareerVision newsletter
• Limit applicants to CAs to ensure high quality candidates

If you are an individual who:
• Possesses a post-secondary education and a professional accounting
designation (CA, CGA, CMA)
• Has 5 or more years in a senior or executive management role
responsible for corporate finance, enterprise-wide risk management,
and Information Technology
• Has interest in making a positive change and contribution to financial
management practices
Then we want to hear from you!
Please contact mhcdhr@gov.mb.ca , or phone (204) 945-1515
citing advertisement #23039 for more details.

Visit CA Source today

Employment Equity is a factor in selection. Applicants are requested to indicate in
their covering letter or resumé if they are from any of the following groups: women,
Aboriginal people, visible minorities and persons with a disability.

www.casource.com

CASOURCE_CAMag_3.3125x4.5.indd 1

2/14/2008 4:02:13 PM

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

CONTRACT POSITIONS
IN ARCTIC CANADA
Northern firm requires experienced auditors for two to three month
contract positions commencing May 1, 2011 (other work terms may also
be available). Excellent remuneration for hard work. Travel and
accommodation is provided. Candidates should be CAs with excellent
interpersonal skills and have the ability to work independently.
For more information see www.mackaylandau.ca .
Please send your reply in confidence to:
MacKay Landau, PO Box 20, Iqaluit, Nunavut X0A 0H0
Ph: 867-979-6603 Fax: 867-979-6493
Email: shawnlester@mackaylandau.ca

Fax us at
416 204.3409

Send e-mail to
advertising.camagazine
@cica.ca

An advertisement in

Career Opportunities
could cost as little as $550

Please ensure that the

Box Number

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

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

MAXIMUM
EFFICIENT
USE OF
KNOWLEDGE

COMPLETE SR&ED CLAIM
PREPARATION SERVICES

in flexible succession arrangements.

is fully staffed and well located. Please

We are a multi-disciplinary full service

reply to Box 561, CAmagazine.

Recover up to 65% of
experimental development costs

firm with a particularly robust audit

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

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

ATTEND AN UPCOMING
SR&ED WORKSHOP!

ACCOUNTING SERVICES
MEUK bcard.indd 1

and tax practice enveloped with an

Markham, Ontario CA with excellent

excellent firm culture of quality, cus-

practice grossing over $350,000 look-

tomer service and fun. Please contact

ing to retire. Would like to hear from

Marcia Niles at 905-678-2740.

interested parties. Please reply to Box
697, CAmagazine.

Toronto CA looking for CA with

Details @ www.meuk .net

several years experience and prefer-

CA in West GTA looking to acquire a

ME+U=Knowledge

ably has nucleus of accounts wishing

practice or block of accounts. Willing

to associate and interested in sharing

to relocate office to accommodate

office space. Client base is primarily

succession. Please reply to Box 698,

options allowing current owners to,

small to medium size owner managed

CAmagazine or gtawestca@gmail.com

at their discretion, remain involved in

business. Please reply to hkordca@

2/13/2007 3:07:00 PM

IFRS Implementation - CA/MBA,

the practice in an advisory capacity.

based in west GTA, with 20+ years

We also offer a premium for practices

of industry experience is available for

that, like us, are run with integrity

TORONTO CA interested in purchasing

reviews, or compilations via an out-

freelance engagements including IFRS

and share a commitment to provid-

existing practice or block of accounts

right cash sale or succession arrange-

Implementation. If you require an

ing exceptional client service. Please

(audit, review, NTR & tax) with gross

ment. Also interested in associat-

experienced professional to comple-

forward details of your practice to

billings of $50,000 to $250,000 in

ing with another CA. Please reply to

ment your current staff, contact me.

accounting@firstleaside.com.

GTA or York Region. Flexible terms.

downtownca@gmail.com

Per Diem, short or medium term. See

rogers.com

Toronto CA interested in purchasing
from $50,000 to $200,000 in audits,

Reply in confidence with details to

www.proclaimconsultants.com or

Accounting Practice Sales – Please

call Carl at (905) 815-5431.

see our website at www.accounting-

profcafirm@yahoo.com

OTTAWA – Small, dynamic, life-style
aware CA firm needs a young CA in-

practicesales.com. Are you ready to sell

Mississauga-Based 3-Partner CA

terested in a career in general prac-

Mississauga Accountant available

your practice now? Sell your practice

Firm looking to acquire a practice

tice with a significant audit compo-

anywhere in the Greater Toronto

through Accounting Practice Sales for

in the GTA with gross billings of up

nent. Succession planning leads to

Area for per diem or contract assign-

a fixed price without an earn-out deal

to $500,000. We prefer to acquire a

real partnership needs in 3 to 5 years.

ments including accounting, taxa-

that will carry on for years. After all, if

practice that is focused on year end

This represents a great opportunity

tion and working-paper preparation.

you wanted to stay in practice, why sell

accounting, assurance and compila-

for the right person. Please reply to

Experience includes a wide variety

out? BUYERS - registration with us is

tion and tax work for owner-man-

Box 696, CAmagazine.

of small, medium and large-sized

simple and free via our website. North

aged businesses. Please contact us at

clients. Call 905-625-2837.

America’s leader in Accounting Practice

dreamsworldwide@gmail.com

Looking to sell an investment
counsel firm and/or seeking bro-

Sales. Contact Brannon Poe for a confiCanadian CA, more than 28 years

dential discussion at: 1-888-246-0974

Tax franchise owner looking to form

kers and financial executives look-

of experience, available now for per

or via email poe@knology.net

an association with a CA to share cli-

ing to join an investment counsel

entele and bookkeeping services for

firm. The firm has been in existence

diem and contract assignments within
the GTA and surrounding areas. Need

Accounting Practice Sales Current

small business and corporate taxes

since 1998 with a completely clean

help with getting ready for your up-

Listings:

in Brampton and surrounding area.

compliance and audit track record.

coming practice inspection, year-end

Ottawa - $334,000

Over 15 years experience with small

This firm is a turnkey solution for

files, corporate or personal tax work?

Calgary, AB - $195,000

business bookkeeping and 5 years

a broker or dealer looking to es-

Then please call me and get it done

Southwest of

experience with personal taxes. Please

tablish their own firm. This firm is

right the first time! Proficient with all

Lloydminster, AB - $725,000

email: Romita.Nicoletta@yahoo.ca

registered with the securities com-

major accounting and tax software.

Northeast Alberta - $840,000 (Gross)

Call now at 905-598-2800 and sleep

Central Northern, AB - $145,000

2 Pa r t n e r To r o n t o C A F ir m

Manager, a Portfolio Manager, and

well tonight.

Terrace, BC - $400,000

Interested in merging with another

an Exempt Market Dealer (IFM, PM,

Southern

CA or CA firm. Engagements include

EMD). If you are interested, please

Interior, BC - $717,000 (Gross)

NPO audits, reviews, compilations

contact Brittany Bauman via email

Prince Albert, SK - $590,000

and T1s. Please reply to Box 693,

at jr.ontario@gmail.com

To view the most up to date listing

CAmagazine.

PROFESSIONAL
OPPORTUNITIES
Accounting Practices Wanted - We

information, please visit

are a growing professional services

www.accountingpracticesales.com

missions as an Investment Fund

Succession Arrangement ($400,000

TAX ACCOUNTANT

plus) - A retiring partner of a two part-

Seasoned Toronto tax accountant

management) looking to add to our

4 Partner GTA Firm – Our established

ner Montreal CA firm wishes a succes-

provides services to accounting firms

existing accounting practice and wel-

and growing entrepreneurial firm is

sion arrangement with an experienced

to shore up client service offering

come any opportunities in B.C., Alberta

seeking to purchase a practice or as-

individual to assume a practice built-

on mutually rewarding basis. Call

or Ontario. We offer flexible succession

sociate with CAs who are interested

up over a 40 year period. The practice

905-626-4448.

firm (accounting and taxation, wealth

50 CA magazine

November 2010

Classified advertising
CAREER
OPPORTUNITIES

in the breathtaking foothills town of

and technical skills

accounting firms, law firms, and

Cochrane Alberta. Please send your

• Competency with CaseWare

firms with expertise in valuation,

resume in confidence to dalerich

CaseView and Taxprep

insolvency, or investigative and fo-

Live and Work in the Foothills of

ards@ghbca.com or mail to 100 River

• Excellent English verbal and writ-

rensic accounting looking to share

the Rockies! Three partner ac-

Avenue Cochrane, Alberta T4C 2C3. For

ten skills

costs, enjoy inherent synergy and

counting firm seeking a CA with

further information see our website

• Good time management skills

cross-referrals. Please contact Peter

immediate partnership ambition.

at www.ghbca.com.

FAX: 416-620-0023

at 416-499-3112 ext.318, or Sonja

EMAIL:

at ext.309.

We require a practitioner with experience in the preparation and re-

Allain & McLean LLP is a two partner

recruiting@allainmclean.com

view of financial statements and

firm located in Etobicoke, ON. We are

We thank all applicants, however,

Steeles & Weston Rd. – Toronto

tax returns for small to medium

looking for a CA finalist, CA, or person

only those selected for an interview

CA firm strategically located (400 &

size clients, on a Notice to Reader

with another Canadian accounting

will be contacted.

407) has attractive first class office

basis, and significant experience

designation

in the preparation and review of

JOB DESCRIPTION:

personal income tax returns. The

• Preparation and completion of

successful candidate must have a

space available – approx 2,000 sq.

OffICE SPACE

ft. Facilities could include recep-

audit, review and notice to reader

Highways 401/404/Sheppard – CA

tocopier etc. Call (905)851-5000/

positive attitude towards growth

engagements

firm, with in-house tax special-

(416)798-7843.

and client service, possess excep-

• Preparation of personal and

ist, has prestigious, first-class of-

tional time management and or-

corporate tax returns

fice space available at a building

M a r k h a m, O N a t S t e e l e s &

ganizational skills and have at least

• Provide timely and quality service

with premium gym facilities. Offers

Woodbine – CA firm with attractive

6+ years of post CA qualification ex-

to clients

a flexible mix of 3 (2 window part-

office space to share. Ideal for sole

perience. We are an open minded,

QUALIFICATIONS:

ner-size) offices, 2/3 work stations,

practitioner with up to 3 work sta-

forward thinking firm of practitio-

• Minimum 3 years Canadian public

boardroom with panoramic view,

tions for staff. All required amenities

ners, that have experienced and

accounting experience

shared reception and kitchen, and

included. Open to associations. For

managed remarkable client growth

• Strong analytical, organizational

filing/storage area. Ideal space for

more info, call 905-477-5777 ext. 200.

tion, kitchen, boardrooms, pho-

Visit our website @ camagazine.com
WEB FEATURES News and exclusive items of interest to all accountants
WEB EXTRA Web-only articles, also summarized in the print edition
CURRENT PRINT EDITION The entire magazine in digital form
HOT TOPICS Articles on popular subjects
ARCHIVES Hundreds of articles published in the magazine since 1994

The essential companion to our print edition
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O utlook

By M arcel côté

where economics and politics meet

A disturbing dismissal

S

tephen Harper is the first economist to be
elected prime minister in this country. You

would think his government would promote economic policies generally embraced by economists.

about the long-form census is the final step in a series
of confrontations. That the government would actually
impair the quality of census information is a hard blow for
economists, as so many public-policy and private-investment decisions are based on StatsCan data. Of course our
economy will survive the diminished integrity of the
census data. But why did the Tories target the census?
The official reason that the long form is an intrusion
into our privacy doesn’t hold water. Every day, Canadians
are humiliated at airports by embarrassing searches that
are totally useless for statistical purposes. Canadians
entering the country must answer personal questions
by Citizenship and Immigration Canada agents. How
come their European counterparts simply examine their

But that hasn’t been the case. In many major policy issues,
his government’s positions run counter to the prevailing
opinion of economic experts. Here are two examples.
In 2006, one of the Tory government’s first budget-related decisions was to reduce the goods and services tax
by one percentage point. Introduced by the Mulroney government in 1991, the GST replaced the 13.5% excise tax on
products manufactured in Canada. Despite their initial
opposition, the Liberals retained the
tax when they took power in 1993.
Economists were unanimous in questioning the
Economists are strong supporters
of the GST, holding it as the ideal
appropriateness of the GST and census policies
tax. It applies only to consumption
and doesn’t penalize savings. When
combined with a tax credit for low-income Canadians and
citizens’ passports, with no questions asked? Is our govthe food products exemption, it is a fair tax, creating far
ernment really concerned with protecting our privacy?
less disparity than income tax, while being easier and less
StatsCan is probably being hounded for a different
costly to administer. Today the GST contributes close to
reason. In Canada, as elsewhere, the census reflects the
$35 billion a year to federal coffers.
government’s presence in our daily lives. (In the US, the
first article of its constitution requires a census be carWe would normally expect a Conservative government
ried out every 10 years.) The census is an easy target to
to raise the GST and reduce personal income tax. Harper
demonstrate “small government” principles.
chose the opposite, with a second GST cut of 1% in 2007.
Both decisions were purely political, to project an image
The Harper government’s decision was simply another
of the Tories as a low-tax government, an image reinforced
electoral tactic, allowing the Tories to present themselves
by the GST’s high profile. However, in public policy terms,
as small-government champions, who prevent StatsCan
few economists could make sense of this inept decision.
from sticking its nose in our business. Whether the deciStatistics Canada is mandated to provide a portrait of
sion is good for public policy doesn’t matter.
It’s often said that when one economist says white,
Canada to help governments and the private sector make
another says black. However, on the GST and census isbetter decisions. With a $500-million annual budget and
a staff of 5,000, StatsCan works in relative obscurity, yet
sues, economists were virtually unanimous in questionhas a solid reputation worldwide. Its data, available on
ing the appropriateness of the new policies. That a governthe Internet, are primary working tools for economists.
ment led by an economist would completely dismiss these
However, the Harper government has had it in for
concerns is definitely disturbing to his peers.
StatsCan since it was first elected. It started early in the
first mandate with significant budget cuts. Then it was
Marcel Côté is founding partner at SECOR Consulting in
Montreal
the cancelling of several surveys. The recent controversy
52 CA magazine November 2010

We’re in your corner for
the standards transition.

For free, user-friendly tools and resources, visit www.cica.ca/TRANSITION
•
•
•

Get to the Point: a downloadable IFRS tool for small and mid-sized companies
In the Loop e-posts: timely insights to support your transition
Convenient learning tools: podcasts, webinars and e-learning

CLIENTS HAVE
EXPANDED NEEDS.
WE HAVE
EXPANDED SERVICES.
(Coincidence? Not a chance.)
To better meet the needs of our clients, we’ve added two great, new services.
So now, we not only offer leading expertise in Canadian sales tax recovery, we’ve
expanded our practice to include Corporate Finance and Tax Consulting services too.
With our Corporate Finance services, we can enhance your operations by helping you
manage costs and improve your finance function. With our Consulting services, we
offer hands-on assistance with sales tax compliance, strategic planning, audit
management and more. So call us today. We can definitely help you.

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

