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FROM THE EDITOR

Special IT issue as relevant as ever

The economy is the No. 1 preoccupation

in this year’s survey regarding IT concerns

It’s interesting how quickly things evolve. As I write, the Bank of Canada is
announcing that it expects the Canadian economy to grow in the current quar-
ter and make a leap forward in the fourth. Quite a shift from its previous state-
ment, which was met with a healthy dose of skepticism.

Asrelieved as we might be by the forecast, the hundreds of CA*ITs who respond-

ed to this year’s CICA Information
Technology Advisory Committee
survey to identify their greatest
concerns regarding IT are unlike-
ly to change their opinions based
on this news. The economy is such
a concern for CAs in the IT world
thatitleads this year’s top 1o list. In
“The top 10 IT Issues” (p. 20), Gerald
Trites writes that CA*ITs worry
most about adequate and effec-
tive controls in times of econom-
ic constraint. This is followed by
maintaining security over moving
data, the lack of effective IT gover-
nance, coping with information
overload and the impact of IFRS
on information systems. These is-
sues are of such concern that two
of last year’s top preoccupations,
privacy and outsourcing, did not
make this year’s list.

The second feature addresses the lack of IT governance and coping with in-
formation overload. According to Deloitte’s Nat D’Ercole, the two are linked. In
“Making sense of IT all” (p. 28), he writes that these lead to lost revenue, poorly man-
aged expenses, lost confidence, compliance problems and customer dissatisfaction.
He argues that managing information properly is not a luxury: it’s a necessity.

Many CAs and IT specialists wait anxiously for CAmagazine’s annual IT issue.
They want to get their hands on our annual enterprise software survey. For the
11th year, Michael Burns probed vendors for an exhaustive list of products and
features. In Work in process (p.16), he explains the findings, which are organized
according to customer revenue, number of employees and licence fees. The survey
isavailable online at www.camagazine.com/ERPsurveyog.

Our Regulars section also features an IT article. In “Business intelligence for
the SME” (p. 46), Mark Canes explains that small businesses need BI tools as much
as larger ones to face competition and grow. The section also offers articles on taxa-
tion (p. 40), education (p. 43), standards (p. 49) and people management (p. 52).

As for our columnists, Jim Carroll in Netwatch asks — and answers — “Can
CAs help save the world?” (p. 14). He refers to Internet applications that allow
companies and individuals to monitor and control their energy consumption.
Marcel Coté revisits one of his favourite topics. The title says it all: “Rethinking

executive compensation” (p. 60).

Christian Bellavance, Editor-in-chief
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WE REGRET TO INFORM YOU

I'have run across an unusual situation this
past season and am wondering if anyone
else has had this problem.

It is with respect to a taxpayer who
attends university and is employed. Her
income is not huge and every dollar is
extremely important. The facts are as de-
tailed in the notice of objection.

“The Notice of Assessment has omitted
the working income tax benefit of $500
for which Schedule 6 was included and
the $500 included in the refund claimed of
$1,085.57.

“The taxpayer was a resident through-
out the year, had income from employ-
ment and was over 19 years of age. She
was a full-time student confirmed by form
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T2202A.Further, although a full-time stu-
dent and the form states four months,
in fact as stated on T2202A, on Schedule
6 and also on the course material, all of
which were included on the Tz form, the
taxpayer’s course was from September 3,
2007, to December 3, 2007, which was pre-
cisely 13 weeks. As Schedule 6 states, more
than 13 weeks would disallow the claim.
As the taxpayer was 13 weeks to the day
and notin attendance more than 13 weeks,
it is respectfully requested the assessment
be amended to reflect the original filing.”
Canada Revenue Agency advised me
the objection was disallowed because it
was told by the student that the university,
after informing her it had prepared a letter
confirming the 13 weeks, said the letter
was not available when she went to pick it

up. It gave no explanation.

Did the university in this case have
second thoughts because it might have to
prepare letters for hundreds of students in
similar situations? If so, that is disgraceful
as the $500 program that the government
was good enough to institute is being
derailed, and students who could use the
money are not getting it because form
T2202A would have to indicate weeks.
Joseph G. Rosenthal, CA
Concord, Ont.

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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on payroll professionals to annually pay:
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What's behind
this door?

Not long ago, the room behind this door was
reserved to store growing mounds of paperwork,
and to accommodate the people the company
was going to hire to manage increasingly complex
accounting processes.

Now, all you'll find here is a meeting room where
great ideas are born—not more operational expenses,
and certainly not more paperwork. That's because
the company chose SmartFlow™ Document
Management Services from Canada Post.
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documents to digital format, automates manual
and paper-based processes, and provides secure,
electronic storage and on-demand access to
archived files. It means never having to look
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flow—your cash flow.

Find out more about SmartFlow Document Management Services
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News, people, briefs, trends + tips

Fire in his belly

New forms for charities

Effective September 1, 2009, the
Canada Revenue Agency will no longer
accept Form T2050(01) for applications
to register a charity under the Income
Tax Act. Applications for registration

as a charity must now be submitted

to the CRA on the new Form T2050(08),
which has been available since December
at www.cra-arc.gc.ca/E/pbg/tf/t2050.

A number of the Charities Directorate’s
PDF fillable forms can now also be down-
loaded and saved to your computer,
thus avoiding the frustration of losing the

work you have done. For more information
Fiery passion: CA and self-professed fire buff Mark Bindman

spends his evenings helping the pros during major blazes and to access the forms log on to
www.cra-arc.gc.ca/tx/chrts/formspubs/

hen he’s not putting out fires for clients during tax time, Mark fllbifrms-eng.htm.

Bindman literally feels the heat alongside firefighters in his city.
While he doesn’t run into burning buildings, asa member of the Pompiers
Auxiliaires de Montréal he is among 28 volunteers who provide on-site support services to the Montreal Fire Department
during major blazes. “We take care of the firefighters, keep them safe and provide fluid replacement,” says Bindman, 54.
“Last night’s fire was so big and hot we put portable showers out on the street so they could cool themselves off.”

Being on call seven days a week means Bindman will occasionally wear his uniform into the office (CA firm
Bessner Gallay Kreisman, where he is a partner in charge of quality control and professional standards) after
spending an entire night at a fire scene. “I can work off the adrenaline for hours, and most of my clients are amazed
by what I do,” he says. Given that he spends about 30 hours a week on his “fire passion,” Bindman says his part-
ners are supportive too. “Some weeks I'll get called to a scene two or three times, but I don’t respond to [fire] calls
during the workday.”

A self-professed fire buff, Bindman started chasing fire trucks in his early 20s because “the thrill, sights and
smell of it all really got to me.” Since then he has acquired an impressive collection of fire paraphernalia, including
eight full-size fire hydrants, a dozen extinguishers, hundreds of fire department T-shirts and thousands of photos
of fire stations across North America and the Caribbean. “My one dream is to buy my own fire truck but I really

don’t know where I'd store it.”

m Still, Bindman has no intention of giving up his day job. “I
took a few fire-fighting courses and know how to cut some-
1978 obtains CA designation (Quebec) one out of a car using basic tools, but this is a hobby I've turned z
1998 becomes a volunteer with the Pompiers into a community service,” he says. In fact, being a fire buff §
Auxiliaires de Montréal CA has its advantages. “During tax season when I'm particu- 5
2001 joins Bessner Gallay Kreisman as partner larly stressed, I'll spend 15 minutes going through my collection é
2006 elected auxiliary’s treasurer/deputy chief and it calms me down and keeps me going.” z
Rosalind Stefanac &
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Findings

THE VALUE OF INTEREST Important factors in work environment
2009 Interesting work
I nteresting work and work-life balance remain 2008 LELShE (EEmES
the top priorities for young CAs, according to a Variety of work
recent CICA survey. More than 70% of CAs aged Pl ol e IECHTIEE

35 or younger who were surveyed said these two Pl el Lo ot

workplace factors are very important to them —
about the same percentage that did so when the
survey was last conducted (and reported in this
column) in 2006. In fact, the percentage of respon-
dents who rated each factor as very important was
virtually unchanged from three years ago.

Job security is the one exception: 46% of CAs
surveyed rated this factor as very important, up
from 37% in 2006. This exception is clearly a result

High compensation

Job security

Continuous skill development
Recognition of achievement
Challenging work environment
Reward directly on merit
Loyalty to employer

Pension plan participation
Entrepreneurial opportunities

of the current global economic crisis but, despite 0%  20% 40% 60% 80%

the increase, job security is not one of the top-five Percentage of CAs 35 or younger

priorities for young CAs. Other factors rated as Source: CICA, 2009 Who rated factor as very important

very important by at least half of respondents

include variety of work (55%), opportunity for advancement The message to employers is that while compensation matters

(52%) and a fun work environment (51%). to young CAs, other factors are likely to have a greater influ-
No other factor included on the survey —not even compensa- ence on attracting and retaining them.

tion —was rated very important by the majority of respondents. John Tabone is CICA’s manager of member value and research services

ASK AN EXPERT

HOW CAN | KEEP MY DESKTOP RUNNING SMOOTHLY?

+ Believe it or not, it’s the little things that cause Power protection. Surges and power drops can cause
the majority of desktop woes. Here are a few simple  data loss and are always damaging to sensitive
steps businesses and individuals can take to keep components, reducing their lifespan. Surge protection
their computers (and budgets) in tip-top shape. wears off over time, so replace the surge protectors

for all computer equipment every two to three years.

= 0ld hardware. Studies have shown that the

likelihood of physical problems with computer Firewall and security. Update computers with the

equipment goes up significantly after 24 to 36 latest security patches from Microsoft or Apple and be

months. Consider replacing computer systems sure firewalls are installed and maintained properly.

every three years — one major repair bill could

easily cost more than purchasing a new system. Spam, viruses and spyware. Eighty percent of all
Computer Troubleshooters’ service calls worldwide

Training. Most employees understand less than are from people with problems directly linked to

20% of the software they use. The gain in these issues. Good virus protection, spam filters

productivity far outweighs any training costs. and anti-spyware programs are a must if you want

a trouble-free computer.
Back up data. Most companies fail to keep
100% of their important data backed up 100% Chip Reaves is CEO of Computer Troubleshooters

of the time. The consequences of lost data can Global (www.comptroub.com), a computer service

put a company out of business on the spot. franchise with hundreds of locations worldwide
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NUMBERS

dI11C

0 Number of ZENN Motor Co.’s 430
Canadian-made electric cars produced this
year that will be driven on our roads.

5 Percentage of new vehicles sold in
Canada that should be electrically pow-
ered by 2018, according to a current federal
task force on electric and hybrid electric
vehicles.

41 Billions of dollars in revenue that

Canada’s electric car industry would gen-

erate by 1990 if the government began to

assist the development of the sector in 1978, according to a talk
by federal Department of Industry, Trade and Commerce staffer
Fred Johnson.

70 potential percentage decline in future North American oil
demand if Canadian and US consumers and businesses shifted

Going Concern

Advanced Publishing
Corp. helps publishers create and manage
digital versions of their printed publications.
The company converts the material into online formats
that offer easy page flipping, search and other interactive
features that re-create the experience of reading a
real magazine. It also manages associated e-mail delivery

and tracking of readers’ activities and demographics on
the web. Started up by Connolly in 2003, the Saint John,
NB-based company now employs eight people and recently

opened sales offices in California and Connecticut.

The company is growing at a rate of about
20% a month, adding five publications a month to its
roster. Advanced Publishing has already cornered a portion
of the market for North American business-to-business

8 CAmagazine | September 2009

Personal charge car 1n june, auto-parts magnate Frank
Stronach announced he hoped to be selling made-in-Canada electric
cars within three years. Canada’s current fixation isn’t so new

to electric vehicles, according to Hydro-
Québec president Thierry Vandal in 2008.

200 Number of electric cars BC-based
Dynasty Electric Car Corp. produced be-
fore closing its manufacturing operation
in 2008, after new federal regulations pre-
vented the vehicles from being driven on
public roads.

1914 Year the Galt Motor Co. of pres-

ent-day Cambridge, Ont., produced its

first gasoline/electric hybrid automobile.
Galt stopped manufacturing the following year.

9,895 Price in dollars of a Renault R5 electric-powered car in
1979. Distributed in Canada by the Electric Automobile Corp.
(Canada) Ltd., the cars were known as Lectric Leopards.

Steve Brearton

publications — which is three times the size of the
consumer publications sector — including 90% of industry
heavyweight Hearst Corp.’s digital business publications.
Other prominent customers are United Business Media
Ltd., Dominion Enterprises and CAmagazine.

Advanced Publishing is developing
applications to bring interactive, colour magazine content
to electronic readers such as Amazon’s Kindle, and mobile
devices such as the iPhone and BlackBerry, with plans
to release new products at the end of this year.

“Having been the CFO of a public
cable television company for a number of years, becoming
the CEO of a small startup has been a significant change
in almost every way imaginable. | think the most fun
has been seeing the progress from literally starting at zero
— with no product, customers or staff — and seeing the
result of hard work and perseverance.”

Rosie Lombardi

SETH
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“How do I know that a
potential hire is going

to fit our culture?”

Unfortunately, you can’t know for sure.
But there are ways to greatly increase your
chances of finding the right fit. One is to
work with a recruiter who truly under-
stands the importance of corporate culture.

So how do you find that mythical
recruiter? Those people who have actually
demonstrated that they get it? Not just for

their clients, but for themselves?

TORONTO ¢« MISSISSAUGA ¢ NORTH YORK » OTTAWA

Well, you can start with Lannick.
Our commitment to developing the right

corporate culture is more than just talk. We've

recently been recognized as
one of the Best Workplaces in

Canada. For the second time.

GREAT

gl BEST

W{@INY \workplaces
e 2009
“Our core purpose is to help quality people

and quality companies find the right fit,” says
Lannick CEO Peter Jeewan, “and that
applies to our internal team, too. We hire
great people and we work hard to provide
them with a great environment.”

Very simply, we know how important it is
to get the right fit. How important it is to
tind, not just the candidate who delivers all
the appropriate skill sets and experience,
but one who will fit in with and make a real
contribution to your business.

We’ve done it for ourselves, and we do it
for our clients every day. If you’d like to find
out how we can do it for you, just give us a call
at (416) 340-1500.

With deep expertise in accounting and
finance recruitment, Lannick Group of Companies
specializes in placing qualified professionals in contract,

permanent and temporary roles. Our singular focus

LANNICK

GROUP of COMPANIES
The Right Fit. The First Time™

on getting the right fit
quickly and professionally
has helped our clients

and candidates succeed

for close to 25 years.

www.lannick.com
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Don’t be a social media outcast
If you aren’t poking, tweeting or using some other form of social media at
the office, you are now officially in the minority.

In a survey of more than 800 employed Canadians conducted by Leger
Marketing, two-thirds (66%) said they use social media at work, with the
most popular forms being YouTube and Facebook/MySpace — including daily
Facebook visits by at least a quarter of those under the age of 45. Half of

workers 64 or older have also gone social, preferring sites that post users’

travel advice.

“Web 2.0 technologies in the workplace have crossed the generational

divide, and they’re here to stay,” says Giselle Kovary, managing partner

of HR consulting firm n-gen People Performance, which commissioned the

study. “We expect that the use of these new media tools will continue to

increase as more employers see the potential for collaboration and learning,

and begin to relax the rules for surfing at work.”

Workplace use of social networking sites

Source: n-gen Generational Index, April 2009

81%
73%
—  66% — —
— - 61% B —
— — 50% —— S— S—— ==
T T T T

Employed  Traditionalists Boomers Gen X Gen Y
Canadians (1922-1945) (1946-1964) (1965-1980) (1981-2000)

GET WITH THE PROFILE

Still not convinced social networking
has reached a critical mass? Consider
the results of an Ipsos Reid survey
that shows 56% of online Canadians
have a profile on a social network —
and it’s not just the young’uns. Six in
10 online Canadians aged 35 to 54
who are aware of social networks have a
profile, as do 44% of those 55 or older.

10 CAmagazine | September 2009

Telephone service agents at the Canada
Revenue Agency must now identify
themselves to callers by their first name
and give an employee ID number if

requested. The new policy will help
reinforce agents’ accountability and
make the CRA easier to deal with,
says a statement from the Canadian
Federation of Independent Business.

Bits& Bites Insight, news + reports at a glance

Mobile gadgets: perk or tether?

Say your boss hands you a brand new
BlackBerry. Is it a reward for being a top
performer? Or is the implication that you
need to work harder and stay connected
to the office even when you're not there?
That'’s the subject of a new report,
“Implications of Employer-Supplied
Connectivity Devices,” by global human
resources association WorldatWork.

It found that management may
unwittingly be fuelling resentment by
providing mobile devices without
clarifying expectations and boundaries
of use. For example, the study found
three out of four users of hand-held
connectivity devices never turn them off,
and 42% of the 627 US workers polled
believe that being given an electronic
device means they need to always be
available. On the other hand, one-third
of respondents regarded an employer-
supplied device as part of a total
rewards system, while nearly half said
it signifies status or importance in the
organization.

According to a separate survey of
7,000 Canadians by staffing firm Kelly
Services, 32% of us are working
longer hours due to new technologies.
Even so, 76% say the ability to work
outside the office, yet remain in constant
contact, is a good thing — boosting
productivity and improving work-life
balance.



IFRS

When you need the most sophisticated advice regarding your
real estate holdings for the transition to IFRS, only one consultancy
has the technical expertise and unrivalled global platform to respond.

With valuation professionals in 90 offices across the globe, including
Montreal, Ottawa, Toronto, London, Calgary, Edmonton and Vancouver,
Cushman & Wakefield LePage’s Valuation & Advisory group has
Regional, National and Global insight.

Our clients and professionals benefit from access to the latest
technology and resources, enabling us to deliver in-depth appraisals
and valuations with insightful market commentary on time and within
budget. We’re There.

Sheila Botting
Senior Managing Director Capital Markets
Sheila.Botting@ca.cushwake.com
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Value added

The fraudster next door

raudsters may come in all shapes and sizes, but in
Canada at least, they do share some characteristics.

According to KPMGs latest Profile of a Canadian
Fraudster, almost three-quarters are men and 69% are
between the ages of 30 and 49. Most commonly, they
have been with their employer for three to five years.

The report is based on a survey that polled senior
executives such as CFOs and vice-presidents from
across Canada in a wide range of industries, including
financial services, energy and natural resources,
consumer markets and industrial markets. One-quarter
of respondents had revenue of more than $1 billion,
while another quarter had revenue of less than $100
million.

“Now more than ever, corporate Canada cannot
afford to wait for a Ponzi scheme or more tales
of corporate greed to occur before it takes the
problem seriously. Shareholders are demanding more
accountability in these times,” says James Hunter,
national leader of KPMG’s forensic practice.

Some findings:
« 69% of fraud cases were internal jobs, 20% were
externally initiated and 11% involved insiders and
outsiders;
- 62% were carried out by people below management

BUSINESS TRENDS WORTH WATCHING

level, while 22% were committed by senior management;
- the education level of those committing fraud varied:
40% had no post-secondary education, while 30% had
some post-secondary education, and another 26% had
either a university degree or a professional designation;
. afull 73% of fraudsters acted alone and in a mere 7%
of cases more than five people were involved;

- the three main factors leading to fraud were personal
need (28%), opportunity (19%) and greed (14%); and

- bad habits (alcohol, drug abuse, gambling) were a
factor in only 11% of reported cases.

The report says that to detect and prevent fraud,
companies should look at three things:

- an effective whistleblowing hotline;

. arobust and properly implemented code of business
conduct; and

- a consistently applied and thorough system to
prescreen new hires.

“The number one method to help bring fraud to light
at an early stage is a robust upstream communication
mechanism — in other words, an effective
whistleblowing or ethics hotline. Nothing else is quite
so powerful,” says Hunter.

This is a summary. For an expanded article, please
visit www.camagazine.com/fraudster.

Mobility highlighted in

D enmark and Sweden top the charts as the most net-
worked economies in the world for the third consecu-
tive year, according to the Global Information Technology
Report 2008-2009. The US comes in third, up one position
from last year. Singapore, Switzerland and the other Nordic
countries, together with the Netherlands and Canada,
complete the top 10.

The report, which was sponsored by Cisco and pro-
duced by the World Economic Forum in cooperation with
the international business school INSEAD, was released
for the eighth consecutive time this year. With record cov-
erage of 134 economies worldwide, its aim was to provide
a comprehensive international assessment of the impact
of information and communication technologies, known
as ICT, on the development process and the competitive-
ness of nations.

This year’s report notes that it has appeared at a
difficult time for the global economic system. “Against
such a daunting economic outlook, it’s important to
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IT report

reaffirm the crucial role of ICT for general competitive-
ness and progress and the importance of continuing
to invest in ICT infrastructure and related services, as
well as, more broadly, in innovation,” it says. Under
the general theme of mobility, the report notes that mobile
telephony has “proven instrumental in raising prosperity
and reducing poverty in developing countries, where it
has boomed in recent years.” Meanwhile, it says Canada
has moved up three spots from last year to re-enter the top
10 for the first time since 2005-2006. Its “networked readi-
ness” is boosted by an excellent ICT infrastructure (4th),
a conducive market environment (15th) and widespread
ICT usage (z1th).

In addition to a networked readiness index, the
report provides insight into best practices and policies,
detailed profiles for each of the economies featured
in the report and data tables.

Thisisasummary. For an expanded article, visit www.
camagazine.com/globalITreportog.



“In the past, we were running at 78 percent—Now,
with SYSPRO'’s assistance, we’re running at over
125 percent. That means that SYSPRO is helping us
produce our products under budget, and that shows

up in terms of profit.”

Rick MacMichael, Controller, Bourque Industrial

Bourque Industrial
unified with SYSPRO ERP

has been fabricating and servicing

high-quality steel products from
its facilities in St. John, New Brunswick.
Founded by Leonard Bourque, the com-
pany has been family-owned and oper-
ated for over 62 years. Today, Bourque
Industrial boasts over 100,000 square feet
of fabrication space in four buildings, and
approximately 100 employees.

Since 1946, Bourque Industrial Ltd.

Bourque Industrial has two operating
divisions. The Custom Fabrication divi-
sion manufactures products of carbon
steel, stainless steel and aluminum, for
both domestic and international mar-
kets. Custom Fabrication creates new
or replacement equipment, and effects
repairs of existing equipment, for some of
the largest firms in the power generation,
petroleum refining, process equipment,
and structural steel industries.

Bourque’s second business, the Contract
Manufacturing division, represents
a growing industrial sector. Contract
Manufacturing integrates state-of-the-art
process and technology to deliver a com-
petitive product solution for the com-
mercial aviation industry, as well as to
meet the global demands of municipal
infrastructure.

According to Bourque’s controller, Rick
MacMichael, the company’s contract
manufacturing division has been oper-
ating on SYSPRO software since 2005.
Custom Fabrication, however, was for
many years run on a software package
designed for construction and services
management. In June, 2008, custom fab-
rication divested itself of its former soft-
ware and implemented SYSPRO, bring-
ing the entire company on-line with an
integrated enterprise resource planning
(ERP) solution.

MacMichael and his colleagues turned
to SYSPRO after hearing the software’s
virtues extolled by competitors in New
Brunswick. “We contacted SYSPRO, and
after watching a demonstration, it seemed
that their ERP was able to meet all our
requirements. In addition, it was within
our price range.”

To ensure that the SYSPRO implementa-
tion went smoothly, Bourque dedicated

one full-time body and two helpers to
work with SYSPRO. “There was a repre-
sentative from SYSPRO here for a couple
of weeks to help with the conversion,”
says MacMichael, “after which we were
assisted by phone and by e-mail. Nothing
is ever as smooth as you hope, but our
downtime was minimal.”

With SYSPRO up and running, the Custom
Fabrication division is now in the process
of fine-tuning its operations. “Old habits
can be hard to break,” says MacMichael,
“but switching to SYSPRO is motivating
us to improve our business practices.
We're taking a look at our protocols and
procedures, and at the way we do our
transaction cycles. Ultimately, I think that
SYSPRO will lead us into better business
practices than we've had before. As you
might expect, some of our workers were
not keen on making the transition, but
now, even they’ll admit that we're getting
more out of SYSPRO than we were from
our old software. It’s all just a matter of
training and experience.”

According to MacMichael, one of
SYSPRO's biggest draws was the ease with
which it records and reports information.
“I'm able to get much more informa-
tion than before,” says MacMichael. “In
addition, the reports are outputted in a
user-friendly format. The old system was
canned—it did not allow all data points
for reporting, and you were only allowed
to report on any 14 of them in one report.
With SYSPRO we can pull down hundreds
of data points, and there’s an easy way to
put them into Excel.”

In the final analysis, the efficiency of an
ERP is measured by its effect on the bot-
tom line. “Contract manufacturing has
target times in which to produce its prod-
ucts,” says MacMichael. “In the past, we
were running at 78 percent—it took us
more time to produce a product than
our budget allowed. Now, with SYSPRO’s
assistance, we're running at over 125 per-
cent. That means that SYSPRO is helping
us produce our products under budget,
and that shows up in terms of profit.”

For more information about
Bourque Industrial please visit
www.bourqueindustrial.com.

Delivering
high-end
solutions
mid-size
companies
can afford.

M

SYSPRO

Simplifying
your Success

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

WWW.Syspro.com



Netwatch

BY JIM CARROLL

YOUR GUIDE TO BUSINESS & ACCOUNTING ON THE INTERNET

Can CAs help save the world?

T here’s no doubt that one of the biggest issues
facing the planet and its inhabitants in the
coming decades is how we treat the dual challenges
of energy and the environment. For years, I've been

advising my clients about one of the biggest trends related
to these two issues: the rapid emergence of an intelligent
energy infrastructure. It’s happening now —all around
you — and the implications are pretty huge in terms of
economic growth. The big question is, what role can ac-
countants play as this infrastructure builds?

From a high level, the trend unfolding is that we will
be able to more directly and individually control how we
use energy resources, giving each of us ways to reduce
our own environmental footprint.

We’re seeing small steps already today: for example,
Ijust bought the new IP Thermostat app for my iPhone;
it provides instant access to the two Internet-enabled
Proliphix thermostats in my home and ski chalet/cottage.
(I could link to my thermostats before via a web page,
but IP Thermostat makes it seamless and fast.) The tech-
nology allows me to actively manage my energy consump-
tion and better manage my environmental footprint.
A world in which hundreds of millions of people are do-
ing the same thing would put a serious dent into heating
and air-conditioning usage.

Such devices are just a small example of a number
of major trends that will lead to more of this type of con-
nectivity becoming mainstream. For example, major in-
dustrial players are adding intelligence to the next gen-
eration of commercial, industrial and residential heating,
ventilation and air-conditioning equipment, to allow for
remote monitoring, management and rapid response to
out-of-norm operations. The advent of the “smart grid” —
an electrical system that operates on a more efficient, cost-
effective basis through the use of information technology
— is another example. It’s not all hype; Cisco recently
suggested that the connectivity component of energy in-
frastructure will be worth more than US$100 billion ov-
er five years. That’s some serious spending.

So what does this have to do with accountants? Quite
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a bit, if we consider the new role of analytics, in that
such connectivity will allow consumers and users to bet-
ter understand their usage, and allow more intelligent
demand.

The Positive Energy initiative, for example, encourages
hydro utilities to send out electrical bills that compare
your usage to that of your neighbours. If you're efficient,
you get some smiley faces on your bill. If not, you get some
images that would encourage you to do better. It’s a unique,
simple idea, and yet it provides a glimpse into where we
can go in the future if we allow people to take a more ana-
lytical, deeper view of how they use energy, and hence,
impact the environment.

Imagine that as we build this intelligent, connected
energy system we can provide tools allowing consumers
to further manage their household energy use. For exam-
ple, software tools could allow them to query an energy
provider for details on how well their fridge was operat-
ing compared to neighbourhood norms, how much they
could save by purchasing a more efficient microwave, or
how much money they are losing by postponing that oil
change on their 1o-year-old hyper-connected car.

We know that everything around us is beginning to
plug into the cloud. There might be unique opportunities
for accountants to consider how we can maximize the
potential for insight as this occurs. After all, we’re the
masters of information insight.

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

IP Thermostat Controller
www.ourhomespaces.com

Proliphix thermostats www.proliphix.com

Positive Energy initiative
www.positiveenergyusa.com

Google PowerMeter www.google.org/powermeter
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Work in process

BY MICHAEL BURNS

USING TECHNOLOGY TO IMPROVE THE WAY YOU DO BUSINESS

Enterprise software survey 2009

s we present the 1rth instalment of our annual
A CAmagazine software survey, it’s interesting
to look back and see just how far we have evolved.
When we ran our first survey, many people were

unfamiliar with enterprise resource planning and ven-
dors were just beginning to target their ERP products to
middle-market companies. Now midsized companies are
well served, as are their smaller and larger counterparts.
New vendors continue to appear
and new functionality continues
to be released. We also expand
each year on what we include in
the survey. This time, for exam-
ple, you will find a section on
human resources. We have also
included professional services
automation vendors. PSA is really just ERP for professional
services organizations. For this year’s full survey chart,
go to www.camagazine.com/ERPsurveyog.

As always, we have segregated the ERP products into
tiers based on product cost and customer revenue and
employees. This is a convenient, albeit imperfect, means
of differentiation. Be cautious if you’re trying to calcu-
late the costs for a system, since these numbers are just
averages.

This year we asked vendors about the main factors that
led to successful or not-so-successful implementations.
For SAP, success was largely a function of buy-in from
senior management. “The most successful implementa-
tions include strong oversight and commitment from
the customers’ senior executive team,” it said. “When
senior executives understand the overall project plan
and goals and participate in high-level steering commit-
tee meetings, they can better empower their teams and
help overcome obstacles to the project’s success quickly
and effectively, leading to projects that are implemented
on time, on budget and on scope.”

The role of a steering committee can differ across orga-
nizations, but it’s vital that larger companies have one. At
the very least, it should provide guidance and support.

Criteria

Customer revenue

Licence fees
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Customer employees

Syspro called for “a clear strategy established upfront
and firmly anchored in the business objectives the ERP
project [was] to enable.” The point is that success is more
than just being on time, on budget and on scope.

Strategy starts with an understanding of business
objectives and critical success factors. A CSF is what an
organization must do well in order to be successful and it
should be aligned with business objectives. If a business
process/system supports the CSF, it can be deemed effec-
tive. Key performance indicators measure the extent to

Tier 1 Tier 2 Tier 3
>$200M $10M-$200M <$10M
>500 50-500 <50
>$300K $50K-$300K <$50K

which CSFs are achieved. The KPI is especially important
when implementing a new system or improving busi-
ness processes. The KPI goal will let you know whether
you’ve been successful with the system implementation
and will act as a motivator throughout the process. By
linking achievement of CSFs to the implementation, the
new system has the potential to significantly improve
business processes and contribute to an organization’s
success.

Important as it is, strategy must be accompanied by
a good method for achieving the intended goals. As Sage
putit, “Successful implementations apply formal project
management methodology.” The larger companies typi-
cally have trained project managers on board. But small
and midsized companies have a tendency to treat project
management as a form of bureaucracy. A good project
manager can have a significant positive impact on the
success of an implementation project, helping to manage
not only scope and timing but also budget.

The project plan is one of the key documents in the
implementation of an ERP system. It should include time,
resources and dependencies between tasks. Employees
working on the project should have the opportunity to
offer feedback on the plan before it is made official. At the



beginning of an implementation, there are many unknowns. The
plan should be fairly accurate in the design phase, but the subse-
quent phases will be rough guesses until the design is known.

Not surprisingly, implementations that were not so suc-
cessful often lacked the very elements that made for a good
implementation. Epicor cited “overambitious implementation
plans that are underresourced,” as well as “poor communica-
tion, misaligned expectations and resistance to change (lack
of change management processes).” According to Deltek, “In
the vast majority of cases, implementations that bog down do
so because the customer has not had the right number of com-
mitted, knowledgeable resources allocated to the implementa-
tion project.”

There have been some big improvements in software since
last year. With SAP, you can pick and deploy the functions you
need without upgrading your solution. Exact Software’s Globe
product now includes North American sales tax compliance.
Syspro has caught up with some other vendors by offering inter-
face customization and built-in KPIs, which are “ready to use
out-of-the-box.” Sage now includes customer relationship man-
agement in its core ERP offering at no additional charge. But
Epicor seems to have made the biggest leap with what it calls
the “convergence of nine ERP products into one global configu-

rable ERP platform.” Both Oracle and Microsoft had announced
plans to do the same thing but Epicor beat them to the punch.
Deltek’s enhancements in Vision 6.0 include support for mul-
tiple languages (such as French) and adoption of Microsoft SQL
Reporting Services.

When asked about planned enhancements over the next
couple of years, vendors had plenty to say: more workflow, web
applications, business intelligence and cloud-based services
(the vendors provide the infrastructure and services over the
Internet). With all the improvements we have witnessed over the
past 11 years, you would think it would also be easier to imple-
ment ERP systems. Unfortunately we still hear about failures.
Usually, technology is not the culprit; it’s the processes used to
select and implement the systems.

The analysis in the charts on camagazine.com is based on
the vendors’ responses. Although we tried to correct any obvi-
ous errors, we cannot validate every line item.

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

A SUMMARY OF CURRENT CICA PROJECTS AND INITIATIVES

Canadian auditing standards

now available in the Handbook for preview

niformity, clarity and quality are the big drivers behind
U Canada’s new auditing and quality control standards.
As of December 15, 2009, a new standard called Quality
Control for Firms that Perform Audits and Reviews of Fi-

nancial Statements and Other Assurance Engagements, or CSQC 1,
will come into effect for all assurance engagements in Canada.

In total, 36 final international standards on auditing will
be adopted as Canadian auditing standards (CASs) for audits of
financial statements for periods ending on or after December
14, 2010.

However, the new quality control standard comes into effect
first and introduces a robust quality control system standard
that will benefit public accounting firms by allowing them to
demonstrate a strong commitment to quality.

The adoption of CSQC 1, which only applies to assurance
engagements, provides clients and users of financial statements
increased confidence in Canadian audits and other assurance
engagements. It also gives Canadian firms a framework to further
promote an internal culture of excellence.

There are a few key differences between CSQC 1 and the exist-
ing standard, GSF-QC. For example, engagement reviews must
be substantially completed prior to the audit report date. Another
new rule is that the monitoring team assigned to review the file as
partof a cyclical monitoring inspection can’t have been part of the
engagement team or the engagement quality control reviewer.

To help Canadian auditors and other users prepare, the
Canadian Auditing and Assurance Standards Board has made

Planning to adopt international financial reporting standards, but don’t
know where to start? Take a look at the Accounting Standards Board
(AcSB) paper called IFRSs: Guide for Procrastinators. It provides con-
cise and practical advice for people who are not sure how or where
to begin their preparation. “This paper will be a big help for people
who, for a variety of reasons, have put IFRS preparation on the back
burner,” says Gord Beal, project leader for the CICA’s IFRS implemen-
tation support strategy. “Each circumstance is unique of course, but
ideally, IFRS adopters should be moving beyond the assessment and
planning phases and toward the implementation stage.”

The last quarter of 2009 is an important period in the IFRS time-
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available the new auditing and quality control standards, which
will be effective later this year and next. The CICA Handbook —
Assuranceis available through Knotia.

Firms must act now to ensure they have the processes, pro-
cedures and documentation in place to meet the quality control
requirements. Learn more about how to get started in the transi-
tion to CASs, including CSQC 1, at www.cica.ca/cas.

New website for CA training offices

new website for CA training offices (CATOs) launched by

Canada’s chartered accountants will be of interest to CA firms
and other organizations wanting to become CATOs. This site
offers comprehensive information on the profession’s national
standards for practical experience and links to specific provincial
institute/ordre information.

Opportunities to train CA students have broadened consider-
ably in most of Canada. For example, outside Quebec, corporations
and government sector organizations can now train CA students
and CA firms can expand student training into areas such as taxa-
tion, business advisory services and/or assurance and compilation
engagements. Currently in Quebec, CA training can be provided
only in CA firms and only in audit and assurance.

Since assessment for the new nontraditional career path
is based on competencies and not chargeable hours, it greatly
expands the number of firms eligible to train CA students.
Getting approval to train CA students is straightforward, and
provincial institute staff is available to help. To learn about CA
student training, visit www.CATOadvantage.ca.

line. Adopters need to start collecting comparative information the
year prior to their adoption to ensure they have the appropriate in-
formation for their opening IFRS balance sheet. That means a com-
pany whose fiscal year ends December 31, 2011, needs to start col-
lecting information in accordance with IFRSs on January 1, 2010.

The AcSB has also updated its publication that outlines which IFRSs
can be safely studied and planned for now. “Which IFRSs are expected to
apply for Canadian changeover in 2011?” is available for download at the
CICA’s IFRS website. Visit www.cica.ca/IFRS for IFRS resources, includ-
ing guides and comparisons, sample financial statements, checklists and
other practical planning and implementation tools.
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RECENTLY ISSUED PRONOUNCEMENTS

CICA Handbook - Accounting

Accounting Changes, Section 1506 (revised)

Financial Instruments amendments to:

— Section 3855 regarding effective interest rate and
embedded derivatives

— Section 3861 regarding application

— Section 3862 regarding fair value measurement

disclosure requirements

Amendments to Section 3855 regarding:
— embedded derivatives on reclassification of financial assets
— impairment of financial assets

EIC Abstracts

Application of Section 3465 to Mutual Fund Trusts, Real Estate
Investment Trusts, Royalty Trusts and Income Trusts,
EIC-107 (revised)

CICA Handbook — Assurance (Part )
Preface to the CICA Handbook — Assurance

Quality Control for Firms that Perform Audits and
Reviews of Financial Statements, and Other
Assurance Engagements, CSQC 1

Canadian Auditing Standards
Retained Sections and Guidelines
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Date issued®
June 2009
June 2009

August 2009
August 2009

July 8, 2009
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Now
Available
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TAPPIITS

RECENTLY ISSUED DOCUMENTS FOR COMMENT (to August 31, 2009)

Accounting
EDI Fair Value Measurement
EDI Financial Instruments: Classification and Measurement
ED Pension Plans

Public Sector
SOP Entity Level Financial Statements
ED Financial Instruments
ED Financial Reporting by Certain Government Organizations
rED Government Transfers

Legend

ED — Exposure Draft
DS - Draft SORP

EDI — ED issued by the IASB
ITC — Invitation to Comment

Comment deadline
September 28, 2009*
September 14, 2009*
October 31, 2009

September 28, 2009
December 11, 2009
August 7, 2009

September 15, 2009

rED — Re-exposure Draft
SOP — Statement of Principles

* Refer to each Handbook pronouncement for the effective date and transitional provisions.
* Stated date reflects the comment deadline set by the International Accounting Standards

Board (IASB).

The information published above reflects best estimates at press time. Please visit our website

for the most recent information.
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COVER STORY | SPECIAL TECHNOLOGY ISSUE

ITAC annually consults with the profession
to learn what its greatest concerns are. Here'’s

a roundup of priorities facing CAs this year

By Gerald Trites

The t()p ten
1T Issues

ALOTHAS CHANGED OVERTHE PASTYEAR. When the CICA
Information Technology Advisory Committee (ITAC) did its last survey
of top IT issues, the economy was thriving, the stock market was high
and boomers were busy planning their retirement. Now, one year later,
the economy is suffering the greatest slump since the Great Depression,
the stock market haslost a third of its value and some boomers have post-

poned their retirement — that is, if they haven’t been forced into it.

illustration by RYAN SNOOK
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Respondents reiterated their belief that there is a need for
encryption to protect against loss or theft of data, whether

it is moving or not. However, there was concern that existing encryption

systems may not be trustworthy or stable enough to be relied on

While the issues that topped last year’s list — a shortage
of IT skills, privacy and outsourcing — are still of concern,
privacy and outsourcing didn’t even make the top 10 this year.
They were edged out by such items as the impact of the reces-
sion, new regulatory requirements and the role of Web 2.0 appli-
cations in organizational systems. This year the recession was
the top item on the list.

1. Maintaining adequate controls during the recession
Maintaining an adequate and effective control framework in
times of economic constraint is a challenge for companies when
they are downsizing. They have fewer employees to execute con-
trols properly and support an adequate segregation of duties.
As one respondent put it: “I believe that firms, in making
their downsizing decisions, are not adequately considering
the impact their staffing decisions are having on their cor-
porate governance. Layoffs not only cause a segregation of
duties issue but remaining employees sometimes do not under-
stand the importance, or detail, of controls associated with the
new business functions coming under their responsibility.”
Companies are also reducing spending and postponing invest-
ment in infrastructure, including IT projects. This adds the risk
of a lack of funds for previously approved projects, projects in
progress, or new projects identified as priorities for maintaining
an adequate and effective control framework. The higher risk

creates a new challenge — it becomes even more important for
companies to perform appropriate risk assessments to determine
how to allocate their limited funds to mitigate risks and achieve
their business objectives.

2. Maintaining security over moving data

The number of small portable devices such as laptops, smart-
phones and BlackBerrys continues to grow within organizations,
making it difficult to maintain proper security over data on the
move. In addition there are USB memory sticks or integrated wire-
less device media cards that are not encrypted or even password
protected. Now, USB sticks can contain executable programs,
becoming essentially a computer on a stick.

These devices lead to an easy movability of data that quickly
passes through various control environments. Also, it raises
the risks associated with the same data residing in several loca-
tions, perhaps even inappropriate ones. Some organizations, for
example, hold private personal data, with multiple copies kept
in various parts of the system, complicating compliance with
privacy laws. The press is rife with reports of lost laptops and
BlackBerrys containing private customer data.

Economic constraints mean that some companies do not have
the internal resources to integrate their systems or properly pro-
tect the data. Secure storage techniques and encryption of da-
ta for mobile devices are often not being implemented, which

GET READY FOR THE NEW
CANADIAN AUDITING STANDARDS

New quality control standards, applicable to ALL areas of
public accounting, come into effect December 15, 2009.

New Canadian Auditing Standards, applicable to all financial
statement audits, come into effect for periods ending on
or after December 14, 2010.

For more information and support, go to www.cica.ca/CAS.

|
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The top IT issues

©Ee NG >N =

Maintaining adequate controls during the recession
Maintaining security over moving data

Lack of effective IT governance

Coping with information overload

Impact of IFRS on information systems

Green computing

Security requirements of the Payment Card Industry (PCI)
Malicious activity by laid-off employees

The role of Web 2.0 applications in organizational

information systems
10. Shortage of IT skills

addsrisk in the organization. At a minimum, employees need
to be educated on the need for passwords on portable devices.

Respondents reiterated their belief that there is a need for
encryption to protect against the loss or theft of data, whether
it is moving or not. However, there was some concern that ex-
isting encryption systems may not be trustworthy or stable
enough to be relied on. There have been instances of companies
encrypting their data and then not being able to decrypt it for
later use.

ITAC has recently issued a white paper on Data Centric Se-
curity, which addresses the issues around forming a security
policy that focuses on the data itself, whether at rest or in motion,
and emphasizes the encryption of data.

Several respondents expressed concern about loss of unpro-
tected data. One put it this way: “I believe the theft of data will
have a major impact on whether the public will have the trust
to do business with organizations. This will result in a greater
number of requests for assurance reports for businesses doing
business with other organizations and individuals question-
ing what data is collected by their retailers and how it is being
stored and used.”

3. Lack of effective IT governance

IT governance was issue number four last year. The concerns
stated this year include:

« lack of effective IT governance activities;

« poor alignment of IT with organizational strategy; and

- limited awareness of IT issues at the board level.

All these concerns indicate a need for an IT committee of
the board of directors, which some companies have but most do
not. Boards are aware of the importance of IT to business. They
know an IT failure can seriously damage the business, its reputa-
tion and even earnings. But, according to respondents, they are
not aware of the IT issues that need to be addressed, including
those that bear on the organization’s ability to meet its overall
governance responsibilities.

The profile of IT issues needs to be increased at the board
level so organizations can focus on deriving value from IT, as
opposed to simply controlling it as a support function. There
needs to be greater awareness that IT drives value, that it is of

strategic importance and that IT strategy needs to be lined up
with organizational strategy.

There has been one exception to this lack of strategic align-
ment. “During these economic times it has certainly been a main
priority for companies to improve on IT efficiencies and ensure
that IT aligns with the overall cost reduction initiatives of the
organization,” says one respondent.

4. Coping with information overload

The various means of communication — e-mail, BlackBerry,
smartphones — were mentioned by several respondents as cre-
ating information overload. Numerous comments were made
about this “condition of modern life,” which is “killing people’s
personal lives.” The issue was characterized as “significant” and
“important.”

The point was made that sorting and filtering all this informa-
tion takes time and reduces employee productivity. In addition,
much of the information coming through these channelsis not
needed to run the business.

Information overload results in distractions that prevent
people from focusing on the tasks at hand. Time is wasted as
people are forced to refocus their concentration after being dis-
tracted by another piece of information. In some cases, it results
in people becoming selective about the sources they pay attention
to, simply ignoring others.

Numerous respondents spoke strongly about the issue of
information overload, complaining about constant e-mails, of-
fice communications, BlackBerry Messenger and social media
such as Facebook and LinkedIn, even TV and newspapers, all
overloading information paths.

One respondent, however, took issue with these concerns. In
his words, information overload is “a bogusissue. Yes it is true, but
since a strategy to systematically coordinate various platforms
into one via the Internet-enabled wireless devices has general-
ly not been taken, everyone will ‘cope’ with overload as opposed
tobetter using social networking Internet protocols and tools with-
in the corporate structure. [For example, why do we still use e-mail
today?] Look at the Internet generation — it uses Facebook for
every manner of data management and communication (supple-
mented of course by texting) and it is truly, amazingly efficient.
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“Green is hot.” Awareness of green computing issues is very high

on the priority list for many respondents. Green computing encompasses
not only hasic awareness of green IT, but specifically energy
consumption, disposal of equipment and printing policies

And yet boomers still ‘cope’ with information overload because
they are using five different tools/systems to communicate,
rather than one — like a secure Facebook.”

The comment has a lot of merit. We do have too many chan-
nels of communication open all the time. We are constantly
bombarded with information, much of which is irrelevant. We
do need to find ways to integrate our communication flows.
Looking forideas to the generation that grew up with all this seems
alogical approach to consider.

5. Impact of IFRS on information systems

In one sense it should be no surprise that international finan-
cial reporting standards (IFRS) convergence would make the
top 10 this year. After all, the deadline is less than two years
away. On the other hand, it may be a surprise to some, because

IFRS convergence is often not thought of as an IT issue. How-
ever it is because IFRS requires companies to obtain and track
information that has not been in their accounts before. This
would include, for example, information on market values for
property, plant and equipment; sufficient information to track
asset revaluations under IFRS; information to track discount
rates; information to support different methods of income re-
cognition, etc. The IT implications include capturing and process-
ing the additional information, changes in business processes
to implement and execute the new information requirements
and consequent changes in the control environment for the data
and business processes. ITAC has provided some guidance on this
crucial issue in the form of podcasts, which can be downloaded
from its website at www.cica.ca/itac.

Some companies have already dealt with IFRS. Others are

@Robert Half

TEMPORARY / PROJECT / FULL-TIME

Your complete financial
stathng solution.

Robert Half will help you find the optimal balance
of temporary, project consulting, and full-time
financial resources to maximize productivity and
profitability within your organization. As the world's
leader in specialized financial consulting and
staffing services for more than 60 years, only
Robert Half offers you this complete solution.

Accountemps, Robert Half Finance & Accounting
and Robert Half Management Resources are the
leaders in specialized financial and accounting staffing for
temporary, full-time and project placement, respectively.

accountemps.com = 1.800.803.8367
roberthalf.com = 1.800.474.4253
roberthalfmr.com = 1.888.400.7474

© 2008 Robert Half. 0806-0005

24 CAmagazine | September 2009




starting to think about it. Some will implement new systems
that incorporate the new functionality. Others will, unfortu-
nately, make use of spreadsheets, in effect keeping two sets of
books, and because of the spreadsheets, one set will lack adequate
controls and pose a higher risk of error.

Concern was expressed that IFRS is being severely under-
estimated and treated as a simple accounting change by some.
For most respondents, it is a high-priority matter. For one, how-
ever, the comment was, “Who cares? It affects mainly large pub-
lic companies.”

True. And it’s something people often forget. Most companies
in Canada are non-publicly accountable and will have the option
of adopting a simpler form of GAAP as recently set forth by the
Accounting Standards Board.

6. Green computing
“Green is hot!” says one respondent.

Awareness of green computing issues is
very high on the priority list for many
respondents and their companies.

Green computing encompasses not
only basic awareness of green IT, but
more specifically energy consumption,
disposal of equipment and printing pol-
icies. “Companies are keen to catch up
with the green trend,” says one respon-
dent, “especially as new recruits [and the
next generations] have green thinking
as a core value, and will consider that
when evaluating a company.” That means
companies must work green values into
their daily activities, including IT pur-
chases and disposals, printing policies
and power usage.

Assignificant problem with green com-
puting is that while many companies are
aware of the issues, many do not know

inces already have regulations on computer equipment disposal.
But companies need to gain an understanding of these regula-
tions and have them incorporated into their business processes.
Change in this area is needed —real change. As one respondent
putit, “Thisis an increasing risk area, however organizations are
not changing their risk profiles and scenarios. Historical trends
are not going to be good models for the future due to changesin
climate and aging power systems.”

7. Security requirements of the Payment Card Industry (PCI)

A new issue arose this year when PCI mandated increased secu-
rity requirements for merchants, card issuers and card acquir-
ers requiring self-assessments for handling credit and deb-
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what to do about them. Practitioners who
responded say many clients are asking for
advice about addressing the issues.

Power management remains a per-
plexing issue. It would be good if all sys-
tems could be shut down when usage
is at a minimum, such as overnight. But
normally this is not feasible, because
people use their systems remotely at all
hours. Also, many corporations operate
in several time zones and can’t find a
common time to shut down systems. On
the other hand, a detailed analysis of sys-
tem usage could result in identification
of specific subsystems that could be shut
down at times. This is a process that many
companies have not yet taken up.

The point was made that green com-
puting will be more heavily regulated by
governments in the future. Some prov-
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it cards. There are significant compliance
costs involved with these rules and not all
merchants have the budget to comply.
Moreover, the implications of the PCI
requirements are not well understood by
organizations. Their willingness to accept
credit cards is driven by business needs
and they normally do not perform a com-
prehensive risk and control analysis.
Several practitioners mentioned they
have been working with clients on these
matters, and that clients are having diffi-
culty addressing the PCI requirements.

8. Malicious activity by laid-off
employees

An issue as old as time but one bound to
pop up in a recession is that of increased
malicious activity by disgruntled or re-
cently laid-off employees.

Atleast managements have experience
in dealing with this issue. The long-estab-
lished approach is to lay off employees
at the end of the day, disconnect their
system access privileges when they are
in their exit interview and then escort
them from the building. It is a somewhat
humiliating approach for the employees,
but one that many companies have dis-
covered from experience to be necessary,
especially in higher risk situations involv-
ing personnel with powerful system privi-
leges and intricate system knowledge.

Practitioners who responded claim to
have seen malicious activity “occur at
many client sites.”

9. The role of Web 2.0 applications in
organizational information systems
Web 2.0 focuses on the Internet as a means
of human interaction. It includes social
networking, wikis, blogs, etc. Social net-
working, in particular, has raised a set of
perplexing issues. Some companies see the
benefits of social networking for improv-
ing communications within the company,
and essentially forming communities to
deal with particular business areas, needs
and projects. The issue is whether and how
social networking fits into an organiza-
tion’s information systems and culture.
The emerging need is clear. As one
respondent put it, “Web 2.0 applications
are common in the social/personal/cul-
tural aspects of people’s lives. However,
there seems to be a disconnect with the
technology available in the work environ-

ment, as companies are slower to adopt
these technologies. Companies slower
to adopt new technology and integrate it
into their culture may be at a disadvantage
when recruiting employees or eliciting
new ideas from current employees, and
may also lose out on ways to effectively
leverage or share ideas from employees.”

The view was put forward that social
networking in companies has the poten-
tial to “utterly transform organizations
today,” enabling collaboration, reducing or
eliminating silos and streamlining com-
munications. While revolutionary for
many companies, some respondents feel
that social networking is an approach
that would be a natural for the Internet
generation, perhaps an expectation.

Some respondents are concerned about
content management in social network-
ing systems. They feel content could be
ad-hoc material representing the individ-
ual’s views and not those of the company.
This may be a sign of what one respondent
referred to as an intergenerational clash
between boomers who are the experienced
decision-makers and young people start-
ing out who are finely attuned to the
use of Internet-based communications,
with some boomers hanging on to the
old world of closed, corporate-controlled
communications and the younger folk
being used to wide-open tell-it-like-it-
is interaction. This respondent feels the
two generations have much to offer each
other — experience from the older one
and new and better means of communi-
cation and ways of working from the
younger one. He hopes corporate direc-
tions can be worked out collaboratively so
as to make best use of the contributions
of both groups.

10. The shortage of IT skills

The recession has exacerbated the IT
skills shortage that has been an issue for
the past few years. Some boomers have re-
tired (forced or voluntary) or have been
laid off, and some respondents mention
watching important IT skills go out the
door with them. Although the generation
coming in has significant Internet skills,
it generally does not have an apprecia-
tion of IT issues in an organizational and
managerial context. As a result, com-
panies are losing IT skills and having
difficulty replacing them. Respondents

also mentioned that many organizations
are laying off the most expensive staff, the
employees with the highest skill level.

The importance of this issue will grow
over the next decade as more retirements
take place. Even an economic rebound will
not necessarily be the salvation, because
then there is a risk that companies will
lose their most talented professionals on
the upswing of the economy.

The training of our new CAs is not
helping with thisissue. As one respondent
putit, “IT isnot the forte of new CAs.” And
another said, “Many CAs don’t know that
much about technology, increasing the
risk of misunderstanding technological
risks.” And another respondent put it more
bluntly: “We only use experienced CAs.”

This seems to indicate that our edu-
cational policies with regard to technol-
ogy are cutting our new CAs out of an im-
portant part of their potential market.

Gerald Trites, FCA, CA.CISA/IT, is an Informa-
tion Systems consultant, writer and researcher.
He is a member of and consultant for ITAC
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COVER STORY SPECIAL TECHNOLOGY ISSUE

It is a struggle for companies to turn the huge
amounts of data they produce into the sort
of information that is useful at the right time

By Nat D'Ercole

Making sense

of ITall

We live in an age when vast seas of information can drown
any enterprise. Lost revenue, poorly managed expenses, lost confi-
dence, compliance problems and customer dissatisfaction are some of
the outcomes of this information overload. In the face of such pres-
sures, governance over enterprise information assets is no longer
a luxury — it is a necessity. To support decision-making, companies

today need to produce relevant, flexible and insightful information.

illustration by RYAN SNOOK
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Over the past four decades, businesses have invested heavily
in enterprise resource planning (ERP) systems to improve many
aspects of their operations. These systems help companies op-
erate more efficiently, but they generate enormous amounts
of information along the way and companies are struggling to
harness it in meaningful ways. In “Look closer, look further,”
a 2007 global Deloitte study on the business case for improv-
ing information quality, only 41% of the 443 senior finance and
IT executives surveyed reported that their company “consis-
tently produces the desired quality of information needed to
support management decisions.”

Despite investments in ERP software, companies find it dif-
ficult to get consistent performance-oriented information at the
right time and at the right level of detail to support fact-based
and timely decision-making across the organization.

Why do companies struggle to utilize the vast amounts of
data within their source systems to generate enterprise-wide
performance management information? Is this just a technology
problem? What are the business implications of not having a com-
mon strategy and technology platform to support performance

ness language to measure, analyze and communicate business
results, complete forecasts, perform sensitivity analysis and to
manage risks throughout the organization in an efficient and
effective manner.

A mid-market company in the pharmaceutical industry
uses access databases and spreadsheets for budgeting. When
the spreadsheets are aggregated for plan review, however, the
firm loses sight of the drivers and assumptions used for plan-
ning purposes. The company has no ability to compare budget
inputs across the enterprise to assess the reasonableness of
the plan, the alignment of the plan with strategic initiatives
or even to make adjustments to the plan without having to go
back to the source spreadsheet and planner.

A mid-market automotive supplier can’t easily produce a fi-
nancial and management consolidation with the ability to ana-
lyze and reconcile results by region, cost centre and detail GL
account.

A large public media and entertainment company strug-
gles to attract and retain top talent in its finance department
because the majority of the staff’s time is spent compiling in-

Whether we are in a bullish economy or in an economic downturn,
organizations need just-in-time enterprise information to

continuously optimize their economic model and business practices

management processes such as budgeting, forecasting, financial
consolidation and reporting, management reporting and analysis
and performance measurement? How are organizations address-
ing these issues and what lessons have they learned?

The traditional approach to information management relies
on spreadsheets and number-crunching, which makes it unreli-
able, time-consuming and expensive. A professional services firm
with 50 regional accountants provides a good example of this.
Each accountant has his or her way of extracting information
from the firm’s systems in order to produce a variety of reports
including financial statements, budgets and forecasts in Excel.
In total, 50 accountants produce and maintain more than 50
spreadsheet workbooks that are stored in private e-rooms, file
servers and even notebooks. To compound the situation, more
than 40 business development managers report on their sales
pipeline using their own Excel templates; more than 20 part-time
scheduling coordinators pull information from the firm’s ERP
and scheduling systems to produce weekly utilization results and
forecasts; and many other reporting stewards produce Excel and
PowerPoint industry and client revenue reports from the firm’s
business intelligence information warehouse.

The lack of high-quality and organizationally integrated
performance management information to support decision-
making is not isolated to an industry, a size of business or the
commercial or public sector. Organizations need to improve
the utility of performance management information to enable
greater transparency and flexibility; they need a common busi-
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formation rather than analyzing it. Consider an organiza-
tion that needs to report its financial statements using IFRS
and Canadian or US GAAP. Collecting all the information to
produce statements and notes can be a daunting and ineffi-
cient process prone to version control, workflow and keying er-
rors if handled through spreadsheets. Furthermore, the trans-
parency of the information is limited, which decreases its use-
fulness for analysis and audit purposes.

Not only does the cost of handling all this information add up,
but in a marketplace where significant change occurs, the ability
to make decisions based on the latest marketplace and organi-
zational information rather than by gut feel will differentiate
the best-in-class from the average and below-average performers.
Whether we are in a bullish economy or in a downturn, organiza-
tions need just-in-time enterprise information to continuously
optimize their economic model and business practices.

Today, designated accountants and business profession-
als want friendly tools and improved processes to do their job
efficiently and effectively. They want seamless access to data
and the ability to model the data without relying on IT. In a
world where the Internet provides us with immediate gratifi-
cation, people, especially future business leaders, have become
accustomed to getting responses to questions with the click
of a mouse. The tolerance for manual handling of data through
disconnected spreadsheets and databases (and their long cycle
times to piece data together accurately, completely and accord-
ing to organizational data standards) will get lower as business
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velocity increases and competitive forces change. A company
that has inventoried its disconnected spreadsheets and SQL and
Access databases more than once has done it one time too many.
How are organizations solving the information access, quality
and utility problem? What support do organizations need to solve
the problem right the first time? This is not a new problem: or-
ganizations have tackled it over and over in the past decade. The
only difference is that they have tackled the problem in silos,
with a focus on functional/departmental information quality
and utility as opposed to enterprise-level quality, with a focus
on enterprise performance management information utility.

What does best-in-class look like? In two recent surveys
by Aberdeen Group, firms enjoying best-in-class performance
shared several characteristics:

- 72% have the ability to reforecast as market conditions
change;

- 92% have established enterprise-wide collaboration from
the top down and across departments/divisions during the plan-
ning process;

. 70% have the visibility that allows them to drill down to
successive levels of detail and 60% have the ability to perform
multidimensional roll-ups; and
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Integrated analytics

Integration of financial and operational analytics utilizing
financial and operational data marts and predictive models

_— . Financial
Predictive analytics analytics
A predictive model thats allows for the projection
or estimation of future performance, based Leading
upon either financial or operational drivers indicators

Financial metrics

Integrated Presentation layer
analytics
Operational
analytics
Reporting tools
Industry trends,

non-financial trends

Operational metrics/

Performance analytics and analytics measures and analytics
Measures financial performance OLAP tools
against goals and targets Operating Asset Execution
SRS margin efficiency capabilities
Information processing layer X L i i . Planning tools
Process layer for function- Budgeting and Consolidation, financial Operational
specific data marts AT reporting and analysis data mart Consolidation tools
. . . Data
] ERP core financial systems Business systems repositories
Transaction
systems . . .
¥ General Accounts Accounts Fixed HR Supply chain Customer Supplier Production Source
ledger payable receivable | assets management | management | management IOCUCHO systems

Source: Nat D’Ercole

« best-in-class companies are applying collaborative (business
intelligence) techniques to more areas of the company to better
leverage the knowledge and experience of their key decision-
makers (please see chart on page 31).

Itis important to note from this chart that best-in-class com-
panies are no longer focused only on business intelligence that
supports operations process improvement initiatives; they have
started to integrate other strategic areas such as marketing,
customer service, sales, financial planning and budgeting. This
validates what is happening in companies that have started to
integrate performance management information across the
enterprise, thereby realizing greater performance management
information utility from their enterprise data and business in-
telligence assets.

When companies try to solve information utility problems in
silos, they face higher technology software and support costs and
a plethora of information management issues, which include:

. suboptimal enterprise business language for comparative
reporting and management analysis;

- suboptimal and ineffective data scrubbing or cleansing pro-
cesses based upon “departmentally authored” or “uncertified
enterprise” data quality standards;

- over-reliance on e-mails, phone calls and hall discussions on
top-side entries thatlack sufficient detail to support management
reporting requirements;

- difficulty aligning/reconciling GAAP financial statements with
GAAP management reporting statements;

. critical indicators and dashboards are not readily available
to senior management to support decision-making; and

- critical analytical processes get little attention from finance
and business analysts due to limited bandwidth.

By solving the performance management information util-
ity problem at the enterprise level, the firm not only takes hard
costs out of the system but also builds a strategic asset and
gains competitive advantage through:
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. the alignment of key performance indicators across the en-
terprise and the ability to focus the organization on what mat-
ters based on the facts;

- the ability to integrate new acquisitions on established en-
terprise-wide standards;

- the ability to model the business and strategic alternatives
using the best available information within and external to the
enterprise;

- the ability to forecast and model market dynamics as needed
and on a timely basis;

- the ability to report enterprise-wide using a common business
language; and

- the ability to consolidate financial and management results
quickly (adhering to multi-GAAP standards) and spend more
time on business analysis.

Clearly thisis notjust a technology problem. Looking at three
industry examples, we can assert that the most successful path
forward is grounded in:

1. enterprise-wide business and IT sponsorship, culture, busi-
ness case and vision for improved performance management
information utility;

2. a flexible information platform and underlying data archi-
tecture that supports incremental performance management
information utility;

3.an 18-month to three-year enterprise-wide performance man-
agement road map with projects that drive incremental business
benefits as the program ripples throughout the organization;
4. internal know-how in the areas of integrated performance
management and business intelligence and the ability to part-
ner with trusted service providers to close gaps with internal
skills, bandwidth or methodologies; this includes all phases of
a project’s life cycle from business case to system selection, con-
ceptual design, implementation, realization and on-going compe-
tency development and standards development in incremental/
phased roll-outs; and



5. a strong project management discipline in executing per-
formance management projects and a strong focus on change
management including on-going selling of new capabilities and
examples of realized business benefits.

First, an organization needs to acknowledge that it has infor-
mation quality challenges that impede its ability to be agile and
responsive to the market and support fact-based decision-making
processes. This can be done by surveying the senior finance and
business leaders in an organization and asking what their top
three challenges are in leading the business (you should be sur-
prised if “connecting and analyzing data” is not one of the issues).
Second, an organization needs to develop a cross-functional/
cross-divisional business case and vision to improve its perfor-
mance management information utility. The more senior and the
more cross-functional the support for improved enterprise-wide
performance management information utility, the stronger the
business case and the more successful an organization will be
in delivering the vision.

In departmental information management initiatives, organi-
zations do really well in developing a cost-benefit analysis factor-
ing those visible elements such as improved operating efficien-
cies,improved departmental information, revenue enhancement
or improved cost control and the related IT costs for software,
hardware, maintenance and implementation. However, few orga-
nizations consider a wider array of costs and business benefits
when making decisions in information management initiatives.

The Business Development Bank of Canada
understands your reality. It provides the

necessary support so your business can
grow at the pace of your aspirations — come
rain or shine.

In the “Look closer, look further” survey, 60% of respondents
said their organization consistently produced the desired quality
of information when making business decisions if five or more
of the following factors were considered in the business case:

- the IT project’s contribution to operating cost savings;

- the operating or regulatory risk added or mitigated by the
project;

- the project’s contribution to revenue growth;

- the strategic, operating or risk impact of not implementing
the system;

- improvements in timeliness, accuracy or reliability of operat-
ing information;

- the impact on financial reporting and disclosures;

- the impact on performance monitoring;

- customer retention or satisfaction; and

. improvements in information for forecasting and business
planning.

In the survey, Michael Tao, then Visa USA’s senior vice-presi-
dent of finance, says, “Internal information systems were an area
of under-investment for us for a while. The goal was to leapfrog
a lot of the evolutionary steps that some other companies may
have gone through and catch up quickly. We put in a data archi-
tecture that allows us to get to information very quickly, store
one version of our key data, and give people faster access to the
information they need. It also allows us to adopt a more forward-
looking planning process.”

z BDC

Entrepreneurs first
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Source: Nat D’Ercole

One of the keys to making all this happen, Tao says, was
a directive from Visa USA’s then CFO, R. Neil Williams, that
improving the company’s information system had become the
organization’s top objective for that year. “There was a small
group of us who believed very strongly that this was essential
to our future,” Tao recalls. “In the back of our minds we knew
we were at risk because we couldn’t see some things that were
happening in the business; we didn’t have the information avail-
able. That was a great concern to our CFO and several of the
people who report to him. We also knew we needed to shore up
our budgeting, forecasting and financial planning capabilities
and get the right level of internal controls in place, in order to
comply with the Sarbanes-Oxley Act. And we knew we needed
to do all this quickly.” To overcome internal resistance to the
new system, the company lobbied opinion leaders and sought
to give key people a role in helping to design how the system
would be implemented.

In an example in the professional services industry, the finance,
human resources, IT and marketplace leadership sponsored a road
map for improved performance management information util-
ity across the firm. The business case for this included greater
planning standardization, improved top-down transparency to
budget and forecast details across the firm, including control over
common assumptions, alignment with HR compensation guid-
ance and greater overall agility and confidence in responding to
market conditions. The road map included more than 1o projects
spanning three years. The first set of projects included a business
requirements document, a conceptual design for each require-
ment to enable the business to visualize the requirements, a data
model, standardization of disparate processes and templates, and
the selection and implementation of the new tool for finance and
HR to support management reporting, budgeting and forecasting.
The firm backfilled critical finance resources, partnered with a
trusted service provider and established a project team of 40 IT,
HR and finance resources (on a part-time basis) from across the
country. The solution was viewed as one developed by the busi-
ness for the business. This was important to the CFO in order to
achieve change management objectives.

In another example, a Canadian casino developed an 18-month
road map to improve its performance management information
utility. The road map included sponsorship from the finance, IT,
slots and tables, non-gaming and marketing departments. The
casino did not have experienced internal resources to structure,
deliver or manage projects. However, a key mandate from the

e

Today

Functionality Maintenance

CFO and CEO was to grow the resources internally and to become
best-in-class. As a result, the casino dedicated finance and systems
resources to work with external service providers to establish
a common information platform and technology infrastructure
to deliver slots and tables dashboards to senior management.
Once this project was complete, the road map extended to the
finance department with a new budgeting solution to replace
fragile spreadsheet models. Each subsequent project continued
to deliver on the vision of an integrated information founda-
tion across the enterprise.

In each example, the organizations were successful because
they were able to get enterprise-wide support or sponsorship for
their information management initiatives. They also dedicated
resources on a part-time or full-time basis as needed to work with
external integrators or service providers. Finally, the business
took ownership of the vision, the road map and the resulting
solution.

Gartner, a leading information technology advisory and re-
search firm, defines corporate performance management as an
umbrella term that describes the methodologies, metrics, pro-
cesses and systems used to monitor and manage an enterprise’s
business performance. Performance management technology
applications include the suite of functionality that enables:

- strategy management to support high-level business planning
to evaluate the impact of different strategic alternatives;

- planning, budgeting and forecasting to support enterprise-wide
modelling, development and reporting on the plan/forecast and
top-down scenario planning;

« ABC costing and scenario analysis to support ABC cost meth-
odologies, profitability modelling and optimization;

- financial consolidation and reporting to support single or multi-
GAAP financial consolidation, financial reporting, notes to finan-
cial statements and XBRL tagging for submission of financial
statements to regulatory bodies;

« scorecarding and dashboards to support monitoring of key
performance indicators with drill-down into details;

- management reporting to support variance or cause of change
analysis;

. data analytics to support data mining and finding valuable
relationships in vast amounts of data; and

- governance, risk and compliance to support monitoring of key
organizational risks and compliance with standards.

These applications leverage or may even be integrated into
an organization’s source systems (including ERP, supply chain,
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customer relationship management systems and other front-
office or back-office systems) and provide business leaders and
business managers/analysts with valuable insights into busi-
ness performance and business risks. These capabilities can-
not be implemented overnight, however, and require a vision,
enterprise-wide sponsorship and a road map.

The chart on page 32 illustrates these capabilities, starting
with source systems and moving towards integrated analytics
or enterprise-oriented performance management information
utility.

If you have recently experienced a performance manage-
ment technology selection, the experi-
ence can be overwhelming and draining.
Thisis especially true if you don’t have a
vision and road map of where you want
to go and what you are looking for in a
technology solution and vendor partner-
ship. The best-in-class vendors attempt
to differentiate themselves based on one
of several factors:

- breadth and depth functionality of their
performance management application
suite;

- integration of their solution with the
ERP system;

- unified database for planning, bud-
geting, forecasting, consolidations and
reporting; and

- industry experience and industry data
models or blueprints.

Although one or more of these differ-
entiators will be important, many com-
panies fail to include critical evalua-
tion functionality that takes into con-
sideration key business process require-
ments:

- the ability to produce real-time report-
ing at select points in a business process
while scaling the solution to a broad user
base; this applies to operational report-
ing, management reporting and the bud-
geting process;

- the ability to handle large data volumes
or datamodelsin a cost-effective manner
that meets both end user and IT needs;

- the ability to meet a planner’s real-time
modelling cycle time (from input of driv-
ers to output of key performance indi-
cators and metrics);

- the ability to meet the data access secu-
rity requirements of your organization’s
end users in a cost-effective manner;
and

- the ability to produce high-quality fi-
nancial and management information
through built-in preventive and detective
data integrity controls.

TO KNOW MORE ABOUT THE PROGRAM AND ITS MANY BENEFITS

These additional requirements apply to businesses of all siz-
es in any industry in the commercial or public sector. They are
fundamental to understanding the overall cost of ownership
and end user satisfaction with the tool. It is not enough to put
these requirements into a request for proposal. Short-list your
two top vendors early and ask them to invest time to prove that
their solution meets all material aspects of your business pro-
cess requirements; don’t focus on application functionality.
A critical first step is to understand the business process re-
quirements, the reporting and planning cycle time require-
ments and the overall data volume and end user system con-
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currency requirements. Next, enable
the business to visualize and confirm
its requirements in the tool of choice by
completing a conceptual design. From
here, you will have enough information
to set expectations with your top two ven-
dors competing for your business. Ven-
dors will invest the time if they know
they can win your business. Don’t rush
into a decision if you have not com-
pleted due diligence, even if it is the end
of a vendor’s fiscal year or quarter.

Another common setback with orga-
nizations that have taken initial steps to
deliver their first project is that senior
executives ask to deliver the project
quickly and at a reasonable cost. Keep
in mind this does not necessarily mean
“done right the first time.” The first project
must establish a foundation of flexible data
and technology that can support incre-
mental initiatives. Understand the pros
and cons and the risk and value equation
of your design decisions. A focus on imple-
menting functionality can easily result
in a solution that does not perform or a
solution that cannot be easily maintained
(please see chart on page 35). Understand
the impact to the business processes that
your business community defined as part
of the requirements phase and the impact
to downstream projects in your road map
that need to leverage your information
and technology platform.

Managing information to drive com-
petitive advantage and to become more
nimble in the market is a top priority for
organizations. A road map, strong cross-
functional/divisional sponsorship and
a solid set of business process require-
ments focused on enterprise-wide per-
formance management information util-
ity are essential components of your per-
formance management journey. These
three essential elements should set you
off in the right direction, give you a
way to communicate expectations to
key stakeholders and get you asking the
right questions as you prepare for the
challenges ahead.

Nat D’Ercole, CA.IT, CPA, is an
associate partner with Deloitte Inc.
in Toronto, specializing in advisory
and delivery of business-focused
and technology-enabled performance
management solutions
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GAAR By Jennifer Smith

Refinancing for deduction

A Supreme Court ruling on interest deductions has some

in the tax community breathing a sigh of relief

I n a much-anticipated decision, the Supreme
Court of Canada dismissed the appeals of Earl
and Jordanna Lipson in the case of Lipson et al v. the

Queen, 2009 SCC 1. The court held that the general

anti-avoidance rule (GAAR) applied to Mr. Lipson’s use
of the spousal rollover rules to create reverse attribution
of expenses attributable to borrowings by his spouse.
However, the court made it clear that its decision did not
place a limitation on the deduction of interest where a
taxpayer rearranges his or her affairs to finance personal
assets with equity and income-earning assets with debt.
This aspect of the decision is welcome and has the tax
community breathing a collective sigh of relief.

In Singleton v. The Queen, 2001 DTC 5533 (SCC), the
taxpayer successfully restructured his financial affairs
to obtain an interest deduction for borrowed funds that
could be technically traced to an income-earning use but
were borrowed as part of a series of transactions that had
as its ultimate purpose the purchase of a personal res-
idence. The Supreme Court held that, absent a sham or
specific provision in the Income Tax Act to the contrary,
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the economic realities of a transaction can’t be used to
recharacterize a taxpayer’s bona fide legal relationships.

Singleton, however, was a pre-GAAR case. The Supreme
Court’s decision in Lipson was widely anticipated because
it addresses the issue of whether the GAAR applies to
“Singleton-like” refinancing transactions.

The facts in Lipson are straightforward. The wife,
Jordanna Lipson, borrowed approximately $560,000 and
used the loan proceeds to purchase shares of the family in-
vestment company from her husband. The $560,000 was
used by the Lipsons to purchase a home on a joint owner-
ship basis. The Lipsons then, as co-covenanters, borrowed
$560,000, secured by a mortgage on their home. The loan
proceeds were used to repay Mrs. Lipson’s original loan.
Because the share sale was between spouses, and Mr.
Lipson did not elect out of the subsection 73(x) spousal
rollover, Mr. Lipson’s proceeds of sale (and Mrs. Lipson’s
cost) were deemed to be the original cost of the shares.

In addition, because Mr. Lipson did not elect otherwise,
the income attribution rules in subsections 74.1(r) and
74.2(1) of the Income Tax Act applied, so that any gain
or loss, and any income or loss realized by Mrs. Lipson
in respect of the shares, would be attributed back to Mr.
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Lipson. Therefore, in effect, Mr. Lipson both reported the divi-
dend income from the shares and deducted the interest expense,
and any net loss was used to offset other income. Mr. Lipson took
the position that the interest deduction was justified on the basis
of subsection 20(3): interest on borrowed money used to repay
a loan made for an eligible purpose. The Minister disagreed
and reassessed to deny the interest deduction to Mr. Lipson.
Mr. Lipson appealed to the Tax Court of Canada.

The sole issue at trial was whether the transactions involved
in the case, which were admitted to be avoidance transactions
within the meaning of subsection 245(3) of the act, resulted in
abusive tax avoidance within s. 245(4). Chief Justice Bowman
of the tax court held that each of subsections 20(z)(c), 20(3), 73(x)
and 74.1(1) had been frustrated or defeated by the overall purpose
and result of the transactions, since none of the relevant pro-
visions contemplated making interest on money used to buy a
personal residence deductible. In denying Mr. Lipson’s appeal,
Justice Bowman described the case as an “obvious example of
abusive tax avoidance” and “the very sort of contrived transac-
tion” at which the GAAR was aimed.

The tax court decision was appealed to the Federal Court
of Appeal. Mr. Lipson argued that Justice Bowman had erred
by improperly importing into the sub-
section 245(4) analysis the concepts of
economic purpose and reality, and by
conducting the abuse and misuse analy-
sisin light of the overall purpose of the
Lipsons in borrowing money to buy the
home rather than by reference to the transactions as they actually
took place and the legal relationships that were actually created.
The panel of three Federal Court of Appeal judges dismissed Mr.
Lipson’s appeal. Justice Noél stated that Justice Bowman was
entitled in undertaking his subsection 245(4) analysis to give
substantial weight to what he found to be the ultimate purpose
of the series of transactions. The Federal Court of Appeal could
see no basis for interfering with the tax court decision.

The appeal court decision cast doubt on the CRA’s assess-
ing practices as outlined in Interpretation Bulletin IT-533, para-
graph 15, which specifically accepts the result in Singleton and
states thata “taxpayer may restructure borrowings and the owner-
ship of assets to meet the direct use test.” For this reason, there
was great interest in the Supreme Court’s decision in Lipson.

Justice LeBel, in writing for the majority, endorsed the ap-
proach to the GAAR previously taken by the Supreme Court in
Canada Trustco Mortgage Co. v. Canada, 2005 SCC 54, [2005] 2
S.C.R. 601. Since the taxpayer conceded that the transactions
were “avoidance transactions” as defined in subsection 245(3),
the only issue was whether the transactions resulted in abusive
tax avoidance within the meaning of subsection 245(4). The court
stated that the burden is on the Minister to prove on the “balance
of probabilities” that the avoidance transaction results in misuse
or abuse within the meaning of subsection 245(4).

The first analytical step, according to Justice LeBel, is to con-
duct a unified textual, contextual and purposive analysis of the
provisions giving rise to the tax benefit in order to determine
their essential object, spirit and purpose. This involves identify-

ing which provision is associated with each tax benefit. Here,
the tax benefit of interest deductibility is associated with para.
20(1)(c) and subsection 20(3), and the tax benefit arising out of the
use of the attribution rules by the taxpayer to reduce his income
is associated with subsections 73(1) and 74.1(z). The purpose of
para. 20(1)(c) is to “encourage the accumulation of capital which
would produce taxable income.” Subsection 20(3) was enacted to
make it clear that interest that’s deductible doesn’t cease to be
deductible because the original loan was refinanced. According
to Justice LeBel, the purpose of subsection 73(1) is to facilitate
interspousal transfers of property without triggering immediate
tax consequences. Finally, the purpose of attribution rulesin sec-
tions 74.1 to 74.5 is “to prevent spouses [and other related persons]
from reducing tax by taking advantage of their non-arm’s-length
status when transferring property between themselves.”
Following its decisions in Canada Trustco, the next step in the
analysis was a determination of whether the avoidance transac-
tion frustrates the object, spirit or purpose of the relevant pro-
visions. Justice LeBel found that the entire series of transac-
tions could be considered in order to determine whether the
individual transactions misused or abused one or more of the
provisions of the act. Each transaction must be viewed in the

In denying Lipson’s appeal, Justice Bowman described the

case as an “obvious example of abusive tax avoidance”

context of the series. Justice LeBel also found that the focus
of the subsection 245(4) analysis was the “overall result” of the
transactions rather than their “overall purpose.”

Based on the foregoing, Justice LeBel concluded that the
Minister had failed to establish that the purpose of para. 20(z)(c)
and subsection 20(3) had been misused and abused. In his view,
the series of transactions did not become problematic until the
taxpayer and his wife made use of subsections 73(1) and 74.1(1).
According to the majority, to allow subsection 74.1(x) to be
used to reduce the taxpayer’s income tax from what it would
have been without the transfer to his wife would frustrate the
purpose of the attribution rules.

Singleton was distinguished on the basis that neither the
GAAR nor section 74.1 was at issue in that case. Subsection 245(5)
gives the court authority to determine the tax consequences as is
reasonable in the circumstances to deny the tax benefits result-
ing from the transactions. In this case, Justice LeBel disallowed
the attribution of the interest deduction to Mr. Lipson, thus
leaving the interest deduction in the hands of Mrs. Lipson. In so
doing, Justice LeBel split the net loss, which section 74.1(z) other-
wise attributed back to Mr. Lipson into its revenue and expense
components, and permitted only the attribution of the revenue
component — the dividends on the transferred shares.

Two dissenting judgments were written, one by Justice Binnie
(with which Justice Deschamps concurred) and one by Justice
Rothstein. According to Justice Binnie, the Minister had failed
to satisfy the onus of proving misuse or abuse of the attribution
rules. He said, “It cannot be right that whenever a lower-income
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spouse borrows money to purchase shares from a higher-income
spouse, there is an abuse of the spousal attribution rules unless
the transferring spouse opts out of ss. 73(1) and 74.1(z), and there-
by forfeits a tax benefit clearly available under the Act.”

Justice Rothstein took a different approach from the major-
ity and Justice Binnie. He dismissed the appeal on the basis that
there was a specific anti-avoidance rule that the minister could
have applied — subsection 74.5(11) — and the Minister’s failure to
invoke that provision was “fatal” to the GAAR reassessment.

From a broad perspective, the Lipson case may be considered
avictory for taxpayers in general, if not for Mr. Lipson, because
it makes it clear that debt structuring and restructuring is
acceptable under GAAR even if the ultimate purpose is to match
debt with eligible uses and equity with ineligible uses even if
this is accomplished through non-arm’s-length transactions.
Whereas the reasons of the lower courts cast significant doubt
on the very validity of the interest deduction arising from the
series of transactions in question, the Supreme Court’s decision
does not adopt those reasons; rather, it rests upon the view that
only the transfer of the interest deduction by virtue of the attri-
bution rules is a result that constitutes abusive tax avoidance.

In terms of the interpretation of GAAR, Justice LeBel endorsed
the approach to the GAAR previously taken by the Supreme Court
in Canada Trustco. He further confirmed that it is the result of
the entire series of transactions, as opposed to their purpose, that
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isto be considered in determining whether any step in the series
is abusive in the context of the subsection 245(4) analysis.
There are other potential implications to the Lipson decision
(space doesn’t permit a detailed discussion here). Some com-
mentators have expressed concern that the majority decision
has reduced the onus on the Crown of establishing an abuse
of a “clear and unambiguous policy” to an abuse “on a balance
of probabilities” (LeBel, J. para. 21). It is the writer’s view that
the majority in Lipson was not trying to distance itself from
the decision or reasoning in Canada Trustco, but simply refer-
ring to the normal burden of proof that applies in civil cases.
This view appears to be sustained by the GAAR decisions of the
lower courts subsequent to Lipson. See, for example, The Queen v.
Landrus, 2009 FCA 113; Lehigh Cement Limited v. The Queen, 2009
TCC 237; Copthorne Holdings Ltd. v. The Queen, 2009 FCA 163; and
Collins & Aikman Products Co. et al v. The Queen, 2009 TCC 299.
There is also a concern that the CRA will be encouraged by the
decision to become more aggressive in challenging transactions
that it views as abusing the attribution rules, particularly those
involving reverse attribution planning. Time will tell.

Jennifer Smith, LLB, is an executive director in Ernst & Young's
Ottawa tax practice (jennifer.j.smith@ca.ey.com)

Technical editor: Trent Henry, tax managing partner, Ernst & Young
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Impairments and discretion

An analysis of Inco’s writedown of Voisey’s Bay and
management’s discretion to determine the timing and amount

Book, market and estimated
undiscounted cash flow values for Voisey’s Bay
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A ccounting writedowns help ensure that com-

ance sheets that exceed the assets’ probable future

panies do not report asset values on their bal-

economic benefits. Despite that relatively clear

principle, writedowns and impairments generate con-
troversy. At one extreme, companies retain inflated asset
values on their balance sheets to create an illusion of
financial strength, while at the opposite extreme com-
panies take big baths to reduce future reported costs
and increase future earnings. Both these extremes rep-
resent poor financial reporting, and accounting standards
attempt to constrain both behaviours. Analysis of Inco
Ltd’s valuation and reporting decisions for its Voisey’s
Bay (VB) nickel mine from 1996 through 2002 provides
some interesting findings about how management dis-
cretion can distort asset valuations.

Inco Ltd. completed the US$3.4 billion purchase of
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mineral rights to a major nickel deposit near Voisey’s
Bay, Labrador, in August 1996. Inco carried the VB asset
onits books at cost through years of nickel price declines
and negotiation delays that threatened the viability of the
project. Finally, in July 2002, at the successful completion
of negotiations allowing production to commence, Inco
wrote down VB by US$1.5 billion, equal to 44% of VB’s
and 16% of Inco’s total pre-writedown asset value.

As part of the 1996 purchase, Inco issued a tracking
stock representing a 25% interest in the VB deposit. This
tracking stock (N.VB) traded in Toronto and New York from
September 1996 until December 2000. The market values
provided by this stock, along with information about min-
eral quantities, commodity prices and industry extrac-
tion costs, are exploited to develop a detailed cash flow val-
uation model of VB. This model allows for an assessment
of Inco’s book valuation decisions under GAAP.

Briefly, GAAP in Canada and the US during 1996 to 2002
required companies to assess held-for-use assets for im-
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pairment when changes in conditions indicated the carrying
value might not be recoverable from undiscounted cash flows.
The relevant standards during 1996 to 2002 were CICA Handbook
§3060 [1990] and §3061 [2001] in Canada, and FAS 121 [1995] and
FAS 144 [2001] in the US. Two major differences between the two
countries’ standards during this time were that Canada included
financing costs in its undiscounted cash flow calculation while
the US did not, and Canada wrote down impaired assets to net
recoverable value (equivalent to undiscounted cash flows) while
the US wrote down impaired assets to fair value (equivalent to dis-
counted cash flows). In April 2003, Canada issued Handbook §3063,
converging its standard with FAS 144. Our research examines the
changes in conditions indicating potential impairment and the
carrying value relative to estimates of undiscounted cash flows.

Two major changes in conditions affected VB’s value between
1997 and 2000: a steep decline in nickel prices and resistance
from the provincial government. When Inco purchased VB,
nickel was trading at more than US$7,500 a tonne, a relative high.
Soon afterward, nickel prices fell, reaching a low of US$4,250
atonne in December 1998. The price recovered to about US$6,500
a tonne by late 2000 when Inco retired the VB tracking stock,
and stayed at that level through July
2002, when Inco wrote down VB. Be-
tween 1997 and 2000, Inco’s negotia-
tions with the Newfoundland and
Labrador government ran into diffi-
culties. The province demanded long-
term job creation in processing as well
as extraction, while Inco hoped to use
excess capacity in its Ontario and Manitoba processing facil-
ities to keep its costs down. Negotiations broke off entirely in
January 2000 and remained halted for more than a year, during
which Inco reduced its Newfoundland office staff from 23 to
three people.

Both the nickel price decline and the government’s de-
mands for job creation represented changes in conditions
that could have prompted Inco to review its valuation of VB
for impairment. The equity market value of the N.VB track-
ing stock quickly reflected both factors, offering Inco a third
potential prompt to assess for impairment. Inco’s annual re-
ports from 1997 onward contain wording similar to the fol-
lowing, from the 2000 annual report (p. 41): “Evaluation of the
future cash flows from major development projects such as ...
Voisey’s Bay ... entails a number of assumptions. ... Inherent
in these assumptions are significant risks and uncertainties.
In the Company’s view, based on assumptions which it believes
to be reasonable, a reduction in the carrying value ... is not re-
quired at this time.” The wording suggests that Inco assessed
VB for impairment, and found it unimpaired.

We evaluate Inco’s assessment of VB during 1997 to 2001,
knowing that Inco found the asset impaired in July 2002, when
nickel traded at about US$6,500 a tonne and the province agreed
that Inco could begin extraction. If the project was impaired
under those circumstances, we believe it must also have been
impaired at two earlier balance sheet dates. In December 2000,
nickel also traded around US$6,500 per tonne, but negotiations
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with the province were at a standstill, with no prospect of mov-
ing the project forward. In December 1998, negotiations with
the province were lagging but still moving, while nickel was
trading at US$4,250 per tonne.

To evaluate Inco’s reporting decision under GAAP, we estimate
undiscounted cash flows from VB. We do this by creating a cash
flow valuation model using commodity prices from the London
Metals Exchange (LME), Inco’s estimates of ore quantities and
grades and a combination of industry, government and company
sources for mining, processing and tax costs. We validate our
cash flow model by comparing it against the price of the N.VB
shares in the years before they were redeemed. Inco’s projections
of its facilities’ capacity allow us to predict the time pattern of
extraction. We compute an internal rate of return that sets our
estimated discounted future cash flows equal to the N.VB price.
From 1997 to 2000 (When Inco retired N.VB shares), we estimate
discount rates between 6.9% and 9.9%, roughly 300 basis points
above the long-term US Treasury bond rate at the same dates,
in reasonable accord with equity valuation models.

Our cash flow estimates err somewhat in management’s
favour. We do not change our estimate of the project’s capital

The nickel price decline and the demands for job creation
represented changes in conditions that could have

prompted Inco to review its valuation for impairment

costs until 2002 when Inco revised its projection, despite our
belief that investors could anticipate as early as 1999 that the
provincial negotiations, if they allowed the project to proceed
atall, would result in higher costs. We also exclude debt service
costs from our undiscounted cash flows, despite the fact that
Canadian GAAP allowed them. Higher capital costs or debt
service costs would reduce cash flows, increasing the likeli-
hood of finding VB impaired.

Having found discounted cash flows from our model reason-
ably in accord with market values for VB, we turn to the GAAP
criterion of undiscounted cash flow, using the same model. The
chart on page 43 shows estimates of undiscounted cash flow,
along with Inco’s reported book value and the market value
implied by the N.VB shares. Our estimates of undiscounted cash
flow fall below Inco’s carrying value at the 1998 and 2000 year-
ends. Changes in forward commodity prices primarily drive
the changes in the model’s estimates, including the recovery to
just above book value at 1999 year-end.

The 1999 recovery of undiscounted cash flows above book
value illustrates how volatile prices affect impairments. Assets
exposed to significant volatility, as VB is exposed to nickel prices,
are more likely to require writedowns. Canadian and US GAAP
prohibit reversals of previous impairments if values subsequently
increase, exacerbating the problem. Managers may be reluctant to
record timely impairments if they hope that prices will rebound,
even though current GAAP rejects the idea that managers can
assess permanent impairment.



We further scrutinize management’s valuation in December
2000, when Inco retired the N.VB shares in a forced exchange val-
ued at approximately US$7.10 a share. To justify the redemption
price, Inco management used a fairness opinion from investment
bank N M Rothschild & Sons. While Inco’s November 28, 2000,
proxy statement does not include an estimate of total undiscount-
ed cash flow, it does state that Rothschild used discounted cash
flow among other methods and it includes many of Rothschild’s
parameter inputs. We compare these against our own model
inputs to assess the impact on undiscounted cash flow.

Rothschild uses discount rates between 7% and 9%. In com-
parison, our imputed discount rate for December 2000 is 9.3%,
indicating that Rothschild would have needed lower undis-
counted cash flow than ours, all else equal, to arrive at the
redemption value. Rothschild assumed commodity prices simi-
lar to those we use from the LME. When we put Rothschild’s
price estimates into our model, we obtain a lower estimate of
undiscounted cash flows. Rothschild assumed lower total pro-
duction over the life of the mine, again
indicating its undiscounted cash flows
would be lower than ours. All indica-
tions point to Inco having access to
avaluation at the end of 2000 showing
that book value exceeded undiscounted
cash flow by US$499 million or more.

In summary, using market prices
and our valuation model, we find that (1) Inco’s reported book
value for VB was between 100% and 500% more than its market
value for the entire period of December 1997 to December 2000;
and (2) if the asset was impaired in July 2002, then almost surely
it was impaired in December 1998 and December 2000.

Management’s reluctance to write down VB may seem puz-
zling. Prior research supports that CEOs involved with an acqui-
sition avoid acknowledging overpayments, and that new CEOs
often establish lower asset values to improve future reported
earnings.? We conjecture, though we cannot prove, that the
VB reporting decisions may relate to management succession.
The 2002 writedown occurred soon after Scott Hand replaced
Michael Sopko as Inco CEO and chair and brought in CFO Farokh
Hakimi from outside Inco. Sopko was the CEO at the time Inco ac-

and regulators may not be sufficient to curtail excess man-
agement discretion. Investors, however, had little difficulty
incorporating the impairment into their valuation of the asset,
presumably using public sources similar to ours. Standard-set-
tersincreasingly require fair value measurement within GAAP.
Few observers question the relevance and reliability of fair
value measurement for items such as the N.VB shares, trading
in an active market. These properties are in doubt, however,
when managers estimate value using undisclosed parameters
and assumptions, as Inco management did when estimating
VB cash flows.
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quired VB, and while Hand was involved
as Inco president, he may not have felt the
same attachment to the project.

This case illustrates managers’ discre-
tion to determine the timing and amount
of writedowns. The relative wealth of in-
formation in this case about commodity
prices, mineral quantities and the track-
ing stock for the VB asset would, we be-
lieve, tend to curbmanagement’s discretion.
In more typical cases where corporations
write down collections of assets for which
little independent market information
exists, we expect that managerial discre-
tion is harder to detect.

Our analysis indicates that auditors
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TECHNOLOGY

MANAGEMENT By Mark Canes

Business intelligence for the SME

As smaller firms face competition and grow, it’s imperative they

make good decisions based on even better information

W hen asked what business intelligence (BI)

tools are used to measure their organiza-
tional performance, the common response by entre-
preneurs might include Excel spreadsheets, report

writers and canned reports. BI can be defined as the abil-
ity to extract actionable insight from data available to
the organization, both internal and external, for the
purposes of supporting decision-making and improving
corporate performance.

Small and medium-sized enterprises (SMEs) are mostly
owner-managed, entrepreneurial companies. And for
many entrepreneurs, decision support tools tend to be a
combination of static historical reports, analysis spread-
sheets and gut feel, which is fine while an organization is
small and easily managed on this basis.

However, as smaller companies grow or face stiffer
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competition, the need to make good decisions based on
meaningful information quickly becomes an imperative.
Succession planning adds to the importance of being a
well-managed company, and being able to prove it. This
is where detailed reports, summaries that are not drillable
and spreadsheets can fall short. Spreadsheets in particular
are potentially dangerous tools.

Alex Resnick, CA, president of management consulting
and software firm The Catalytics Group Inc., points out the
dangers of relying exclusively on information contained
in traditional reports. Reports often contain information
relating to a particular transaction type, such as sales
revenue and related costs. These reports typically ignore
other factors that might affect the interpretation of the
reported data, such asnumber of customers acquired and
lost during the period under analysis.

Typically the barriers to adoption of BI are cost and
complexity. Costs include software tools and services,

as well as people and time costs. The
SME faces additional hurdles, such
as tighter budgets, less sophistica-
tion and organizational knowledge,
technology hurdles and fewer people,
meaning less time to spend on plan-
ning and analysis.

The potential benefits include in-
sight from data, improved decision-
making and risk mitigation.

The factors involved in the im-
plementation of a BI solution can be
broken into four areas:

. information (the data available
to the organization),

- technology,

- intelligence and

- implementation.

Information/data

The SME faces many of the same
BI challenges as larger organizations,
and some additional ones to boot.
The smaller you are, the less data you
are likely to have access to. In terms
of internal data, a basic entry-level

JASON SCHNEIDER



accounting program stores substantially less information than
a higher-end enterprise resource planning (ERP) system. And
externally, in the context of industry-specific or competitor data,
there’s not much out there on small businesses.

Most SMEs do manage supplementary key business data,
frequently in the form of spreadsheets, contact manager data-
bases, payroll systems and other home-grown databases. These
can potentially be harnessed to provide the BI backbone, pro-
vided the data is reliable and accurate. In many cases, data outside
the accounting or ERP system is not subject to the same controls
and may provide more red herrings than pearls of wisdom.

Technology

Bl software tools include scorecards, dashboards, analytics, data
mining and reports with drill downs. The available software
solutions delivering these toolsets used to be beyond the fi-
nancial reach of the typical SME.

In recent years, however, there have been a number of alter-
natives priced more aggressively, bringing the technology
for a comprehensive BI implementation into the reach of the
SME. Some of these tools are available online, using the software
as a service model. Others use the
traditional licensing model.

Michael Burns, a CA and CAmag-
azine columnist, writes frequently
about BI. He states that some mid-
range ERP systems are adding dash-
boards that are configurable, with
drill downs, frequently at little or
no additional cost. Burns says he is seeing more affordable on-
line query and browser-based tools emerging.

But is this being effectively communicated? If the perception
among those in the IT industry is that the cost of technology is
no longer a barrier to BI for the SME, that view is not necessarily
shared by end users. Beth Crawford, CMA, controller for Toppits
Foods Ltd. in Vaughan, Ont., has been working on a project
to implement a comprehensive BI solution for some time. “It’s
hard to find a cost-effective platform that is affordable now, but
that you can grow with,” she says.

And then, of course, there is the ubiquitous spreadsheet.
Packages such as Excel are undoubtedly valuable and powerful
tools, and many companies have mined their ERP and other data
by live-linking spreadsheets to data sources, using pivot tables,
conditional formatting, graphs and charts, and other builtin
analysis tools. But it is important to understand the limitations
and the dangers. The flexibility of a spreadsheet is at the expense
of controls, thus you can enter (or edit) any formula anywhere.
We have all seen a complex spreadsheet with one incorrect
(but unnoticed) formula or reference that materially alters the
entire picture. Because of the absence of controls and structure,
though, how would you know? And these spreadsheets are usu-
ally built and maintained by one person. If that person leaves the
company, someone else will have to unravel the logic in order to
maintain and update it. For key business analysis, a more struc-
tured software tool is simply more reliable and maintainable —
and nowadays, affordable.

Intelligence
The single most important aspect of any BI project is the determi-
nation of what needs to be measured, and how to measure. Burns
says a BI project has to begin with an organization accurately
defining its critical success factors (CSFs), which he defines as
“what the organization must do to be successful.” For each CSF,
the trick is to determine the metrics that are appropriate to
measure how the organization is doing and alert the appropriate
level of management and employees to exceptions or problem
areas. Those metrics will then form the underpinning of the
architecture of the Bl solution: the elements that are measured
and displayed on dashboards and analytics.

One might think the definition of CSFs and the consequent
metrics are easier for the SME because:
. the entrepreneur knows the business inside out and there-
fore knows what’s important and
- there are fewer issues to worry about in a smaller business,
so the SME can use a simpler set of metrics.

But dig alittle deeper and it’s soon apparent that the opposite
istrue. Most entrepreneurs are experts in one aspect of the busi-
ness, not all. The owner with a sales bent may carry pertinent

In recent years there have been some alternatives priced
more aggressively, bringing the technology for

comprehensive Bl implementation into the reach of SMEs

sales and margin analysis data in his or her head, but would
not necessarily be able to factor in cash-flow considerations.
Conversely, the engineer who started a successful business will
understand what’s critical in the product design and produc-
tion areas, but will he or she know what salespeople have to do
really well to succeed?

And in some cases the SME faces the same problem as larger
companies: too much data. Crawford says the amount of data
available from the ERP system in the form of reports and data
extracts sometimes makes it hard to avoid being overwhelmed
with data, making it difficult to focus on what’s truly impor-
tant. This highlights the importance of taking a strategic view
in defining CSFs. Few entrepreneurs have been trained to think
and plan in a truly strategic fashion, so this is a stretch for the
average SME.

SMESs often have no one trained in financial matters, but they
need someone with financial experience to ask the right ques-
tions. Entrepreneurs are not used to managing (or being managed)
by metrics, unlike managers at larger companies.

Consequently, the typical SME needs outside help defining
CSFs and the relevant metrics. Where do they turn? Frequently
the vendor of their BI solution (or ERP solution) is the first
resource. The good news about this approach is that the vendor
will know how its software works, will have experience doing
this exercise with other customers and will likely know how to
interact with the available data. This will only be helpful, how-
ever, where the vendor is experienced in the same industry as
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the SME, and even then only for CSFs and metrics that conform
to best practices for the industry.

A safer option may be an experienced BI consultant who can
draw relevant information out of the entrepreneur, employees,
competitors, vendors and customers, and then document the
requirements in an actionable format. Ideally this would be com-
pleted before any decision is made on the actual software tools,
to avoid any bias in the intelligence phase based on limitations
or features of already selected software. Of course, engaging an
outside expert will add a layer of cost to the project, but this cost
differential should be evaluated against the project’s success.

I know this from experience. As a CA.IT running a software
company, I assumed I knew what to measure and how we were
doing on these measures. A few years ago, as the company grew,
we appointed an external advisory board. With the board, we
quickly identified a couple of CSFs not previously considered,
and the benefits of measuring just these two items and being
able to take action based on the measures have paid back the
cost of implementing the advisory board many times over.

As Burns says, “You would want to reduce the risks by starting
with an understanding of the CSFs of the organization and the
metrics that measure whether or not CSFs are being achieved.”

Implementation
Implementing a BI solution should ultimately be the simplest

part if the upfront work on intelligence and tool selection has
been successfully carried out. Creating and or mapping the data
store, dashboard design, report building, drill-down definition
and software configuration are obvious steps in implementing
a Bl solution. The key step sometimes overlooked or sidestepped is
the design and dissemination of a communications strategy.

“An element frequently missing is the communication piece,
explaining to the users what the analytics mean, how to interpret
them, and what actions to take, for example, when an indicator
isred, yellow or green,” says Resnick. For the SME this becomes
even more important, specifically in terms of documentation,
because employees frequently wear multiple hats, and when some-
one leaves, their replacement needs to know those same things.

Over the next several years we will see an increasing num-
ber of SMEs adopt BI technology solutions with mixed results.
Those that focus on the intelligence in BI will derive positive
and measurable benefits. Those that don’t run the risk of making
poor decisions based on accurate but inappropriate data.

Mark Canes, CA«IT, is president of Blue Link Associates Ltd.
(www.bluelink.ca), developer of ERP solutions for SMEs.
He can be reached at mark@bluelink.ca

Technical Editor: Yves Godbout, CAeIT, CA«CISA,
Office of the Auditor General of Canada
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STANDARDS

BAIBA BLACK

PUBLIC SECTOR

By Tim Beauchamp

Municipalities on the move

As of the start of this year, Canadian municipal financial
reporting is now on a full accrual basis of accounting

he year 2009 will go down as a year to remem-
T ber in the history of municipal financial re-
porting in Canada. Less than 10 years ago, munici-
palities were reporting on what some called an

“unconsolidated, modified cash basis of accounting,”
which excluded certain organizations under their con-
trol, included items such as debt principal repayments
in expenditures and excluded a number of liabilities and
their tangible capital assets. As of January 1, 2009, using
the Public Sector Accounting Board’s (PSAB) standards,
municipalities will be reporting on a consolidated basis,
using a full accrual basis of accounting and presenting that
information in a common set of financial statements.

Thanks to all involved, the migrating of municipali-
ties to a full accrual basis of accounting was remarkably
successful.

Background

Municipal accounting and financial reporting histori-
cally had their roots in provincial legislation and regula-
tion. Provincial legislation set out the guiding principles
for how a municipality prepared its budget, what was to
be included in that budget and the resulting financial
reporting.

Municipalities typically adopted a fund-based model
for budgeting and financial reporting. For a basic munic-
ipality, the current or operating fund was used as the
foundation for calculating the taxes to be levied for the
purposes of generating sufficient sums required by the
municipality. From this perspective, a library under con-
trol of the municipality was only included in the operating
fund to the extent that the municipality needed to fund
part of the library’s operations.

Acquisition of capital assets was generally included
in a capital fund. The expenditures and the financing
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requirements were included and any balance remaining in this
fund was considered part of the municipality’s financial posi-
tion. Any contribution from the operating fund was treated as
an interfund transfer typically called a “current contribution to
capital.” Capital assets were either recorded as an accumulation of
past expenditures or an equivalent to any outstanding debt that
remained. Capital assets were not amortized to operating fund.

While the legislation surrounding the preparation of the
budget was worded differently from province to province, the
general direction was to ensure that municipalities raised such
resources to meet all sums falling due in the period. From that
perspective, debt principal repayments were considered expen-
ditures, employee benefits were recorded on a cash basis, and
neither the stock nor use of capital assets was accounted for.

Any surplus in the operating fund at the end of the year was
transferred to reserve accounts to be used in future periods to
offset future revenue requirements. In addition, if a municipality
had a prior period surplus or deficit it would need to consider the
amount in the next or a following year’s budget.

Municipal financial reporting was, however, vastly different
from province to province. In some jurisdictions, there were com-
plete sets of financial statements
for each of the major funds of the
municipality. In others, consoli-
dated financial statements were
prepared but they excluded certain
organizations, such as some public
utilities, for which the individual
ministries required separate finan-
cial statements. In others, the financial statements focused only
on the funds of the municipality and all other organizations
that may have been responsible for presented separate financial
statements.

Significant liabilities, such as those relating to employee
pension plans, were included only in the notes to the finan-
cial statements, and the expense reflected the amount of fund-
ing required for the current period. Some had recorded assets
that were equivalents of the outstanding long-term debt of the
municipality, with debt principal repayments being treated as
a surrogate for amortization.

Recounting success

The challenge was for municipalities to agree to a common set of
financial statements, a common basis of accounting and to have
the various departments of municipal affairs endorse the Public
Sector Accounting (PSA) Handbook as generally accepted account-
ing principles for municipalities. In a managed and measured
approach, PSAB and the municipal community found common
ground that included agreement on the financial statements
that are to be presented, consolidation and providing definitions
for such items as financial assets and liabilities. Because of the
nature and extent of the issue underlying accounting for tangible
capital assets at the municipal level, addressing this issue was
deferred. While there remained a required reconciliation to cur-
rent practice and fund balances, an important step was complete
—reaching agreement on the need for change.
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Bringing municipalities into the PSA Handbook resulted from
collaboration among such organizations as the Government
Finance Officers Association, Municipal Finance Officers Asso-
ciation, the provincial institutes of chartered accountants and
various departments of municipal affairs, which assessed the
extent of the changes, created implementation plans and formu-
lated the necessary communications and training activities.

Articles were written, implementation guidance was pub-
lished and Canada-wide training courses were offered through
various associations in numerous locations to ensure the impli-
cations of the changes were well known among those affected.
This provided a level of assurance to all involved that change was
the right thing to do. However, there remained the issue of the
provincial legislation or regulation that required municipalities
toissue their financial statements in accordance with the policies
issued by the various departments of municipal affairs.

Alberta was first off the mark and changed its municipal
act requiring municipalities to follow GAAP, which was the
PSA Handbook. Soon thereafter, other provinces followed suit.
By 2009, most provinces had made the change. While various
approaches were adopted by individual provinces, i.e., changing

Alberta was first off the mark and changed its municipal
act requiring municipalities to follow GAAP, which was

the PSA Handbook. Soon, other provinces followed suit

the legislation directly or reacting to reports from the munici-
palities with their recommendations, the change was made.
However, one major issue remained outstanding: accounting
for tangible capital assets.

Accounting for tangible capital assets

Municipalities are responsible for vast stocks of capital assets
in the provision of public goods and services. When the cost
of using tangible capital assets is not reported, the costs of a
municipality’s programs and services are understated, making
it difficult to assess affordability. The information required to
assess the stewardship responsibilities of the government in its
management of those assets is not provided. Not knowing what is
owned also makes it difficult to assess the ongoing maintenance
and replacement needs of the capital stock at the disposal of the
municipality, the cost of services and other important manage-
ment considerations. For example, the illustration on page 49
was referenced from the CICA’s Research Report, Accounting
for Infrastructure in the Public Sector, 2002.

In 2005, after extensive due process and significant commu-
nication activities in collaboration with the various associations,
PSAB issued its standards on accounting for tangible capital
assets. But there was more. PSAB needed to issue standards to
accommodate the inclusion of these amounts in financial posi-
tion and operations. This change represented a different measure
of financial position and results from what municipalities were
used to, as fund balances no longer appear except in the notes and



only if the municipality chooses to report such balances.

Municipalities, as a result, faced monumental issues such as
having to inventory their tangible capital assets, placing a value
on them and developing related capital asset policies that were
previously not needed. While these are not new issues facing
organizations in Canada, they were new to municipalities and
they were significant.

Consider the types and extent of tangible capital assets for
which a municipality is responsible. When you awake in the
morning, you probably turn off your alarm clock — the electric-
ity has to come from somewhere. Taking a shower means that
water has to be supplied and drained away. Whether you drive
or take public transit, the municipality has a role in the provi-
sion of roads, traffic control or local buses and cross-jurisdictional
train services. This is not to ignore the other services a munici-
pality offers, such as police and fire departments, garbage collec-
tion and disposal, recreational and cultural facilities and ambu-
lance services. Municipalities are responsible for a significant
amount of the tangible capital assets that exist in Canada.

Municipalities agreed that the addi-
tional information fostered a common
language not only across jurisdictions
but within the various disciplines such
as finance, engineering and planning.
It also improved comparability from
period to period and among munici-
palities, allowed municipalities to bet-
ter assess the affordability and sustainability of their programs
and helped them make resource allocation decisions.

As of January 1, 2009, municipalities will be reporting this
information in their financial statements. While reporting infor-
mation in the financial statements is useful from an accountabil-
ity perspective, there is more to the issue than just publishing
financial statement information. Municipalities will be cap-
turing this financial information in their various systems that
can then be used for other purposes such as forming a basis for
financial planning. These assets all require future revenue for
their ongoing maintenance and replacement needs.

Accounting for and planning future revenue requirements

are critical considerations of any organization, but particularly
for public sector assets. Given the nature of public goods and
services, these assets are generally maintained and replaced over
long periods of time.

Alook into the future
The condition of a municipality’s tangible capital asset base is
directly affected by factors such as the government’s mainte-
nance and replacement policies, population changes, past and
current use and demand for the service potential embodied in
the asset. These factors among others demand that assessments
of the condition of tangible capital assets be completed on a
regular basis to determine their continuing ability to provide
needed public services. The condition of these assets can direct-
ly affect the future revenue requirements of a municipality
relating to the timing and extent of the resources required.
To that end, a number of municipalities have begun to re-
port publicly on condition assessment findings. The City of
Edmonton, for example, provides such reporting. To promote

Reporting information in financial statements is useful
from an accountability view, but there’s more to the issue

than just publishing financial statement information

a consistent national approach to this type of reporting, PSAB
has recently issued a recommended practice that encourages
all municipalities to begin reporting on the condition of their
assets. While the reporting of this information remains vol-
untary, the recommended practice provides a framework for
developing such areport and recommends that certain data be
provided, such as a basic rating scale of A, B or C to assist readers
in understanding the condition of various classes of assets.
Collaboration, a willingness to change and the benefits aris-
ing out of accounting for and reporting tangible capital by munic-
ipalities have created momentum among the various disciplines
involved in municipal tangible capital assets. There are efforts
underway to bring the needs and
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PEOPLE MANAGEMENT

MENTORING

More than a legacy

By Robert Gagnon

The accounting profession provides many opportunities

for role models and mentors to leave their imprint on others

D uring the course of anyone’s life, he or she will
encounter and be influenced by a host of mentors
and role models, be they family members, teachers,

bosses or coworkers. For chartered accountants, their

career paths are often filled with opportunities to learn
from mentors and eventually become mentors and role
models themselves.

A recent study conducted by Queen’s University in
Kingston, Ont., “Moving from CA to CFO: A Competency
Framework,” identifies 38 competencies that CAs were
expected to acquire over a career, culminating in becom-
ing a CFO. Not surprisingly, the study found that the
most important competencies tend to be soft skills such
as personal integrity and ethics, critical thinking, com-
munication, presentation skills, strategic thinking,
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decision-making and leadership. The study also examined
how these skills are acquired and, in addition to the more
obvious formal education and practical experience factors,
mentoring was considered a significant influence.

The CA profession is built on the tradition of mentor-
ing — it’s an implicit agreement that new hires will be
mentored by experienced practitioners. We are part of
an apprenticeship system that has always been integral
to the ways accounting firms develop and groom staff.

Historically, the hierarchical organization within firms
created the mentoring framework — partner to manager,
manager to senior, senior to staff. In the past 10 years, most
firms have formalized mentoring programs and new hires
are paired with experienced staff in order to obtain guid-
ance and advice as their careers progress.

However, it’s also worth observing that mentoring is
not exclusive to students and new CAs— partners at firms

often have their own mentors and role mod-
els. CAs embrace lifelong learning, and not
just the formal kind, as they establish asso-
ciations with those whose judgment and
knowledge they respect and value. These
associations continue, with many CAs who
venture off into industry, the public sector
or academia remaining close to their pub-
lic accounting mentors.

Most firms view mentoring as an impor-
tant and critical component of their people
development. At RSM Richter, for example,
new hires are matched with a second-year
employee, often from the same univer-
sity, under the firm’s buddy program. The
primary purpose of such a relationship is
to help the new hire adjust to the culture,
working environment and administration
processes within the firm. It also provides
a UFE buddy to counsel the new hires
through to the uniform evaluation. Talent
managers are assigned to all levels of staff
to counsel on work performance and ad-
vise on career-related aspirations.

Periodically, senior partners will hold
informal meetings with audit managers
to share their knowledge and expertise

SUSANNA DENTI



on client service, networking and business development.

Ernst & Young has similar formalized mentoring relationships
for new hires at the firm. Staff is encouraged to have a group of
mentors —a board of mentors as it were —who each would have
his or her unique contribution to an individual’s development.

In order to reward good mentors, E&Y has created a “people
point” tool where staff can comment on mentoring and coaching
behaviours of partners and colleagues. They have also embraced
reverse mentoring, where employees with diverse ethnic back-
grounds counsel partners on cultural and behavioural norms.

E&Y also ensures that all staff receive appropriate mentor-
ing via its Career Watch system, which matches managers from
under-represented groups in the partner population with mentors
in the senior ranks, including the executive committee partners.
The firm has also used its mentoring expertise to help in various
community projects that would benefit from this process.

At PricewaterhouseCoopers, the firm distinguishes between
coaching and mentoring, recognizing that all staff require coach-
ing but that a formal mentoring relationship is a unique one. Staff
is encouraged to seek out and establish informal mentoring re-
lationships that match the employee’s needs and comfort levels.

PwC ensures that each new hire has a
coach and, at the appropriate time in his or
her career, a UFE mentor. Part of a coach’s
responsibility is to ensure that staff under-
stands what success looks like. The firm has
coaching programs to train on the processes
and nuances of coaching others, including
a partner coaching forum.

For women who aspire to the top levels of the firm, PwC has
a women-in-leadership mentoring program that gives female
staff the opportunity to be matched with a partner mentor.

While mentoring is encouraged, firms acknowledge that
mentoring can’t be forced. The firms institute formalized matches
early in an employee’s career but recognize that both mentor and
protégé will seek and find his or her own desired and comfortable
relationship within the firm.

While mentors are important to CAs, role models are perhaps
even more so. The term “mentor” refers to a trusted counsellor,
guide, tutor or coach — a relationship agreed upon by both the
mentor and the protégé. In contrast, a role model is a person
whose behaviour in a particular role is imitated by others. Role
modelling isn’t optional — we are all role models.

The distinction between role model and mentor is easily
blurred as we sometimes interact with our role models. This is
by far the most pervasive relationship. Firms go to great efforts to
ensure that staffis exposed to many role models in assignments.
Leaders within firms see themselves primarily as role models,
setting the tone, moral compass and exemplified integrity by
which the rest of the organization is governed.

It’s arguable that some role models can have a greater trans-
formative impact than mentors. Witness the effect of President
Obama on his supporters in the US and around the world.

Consider Richard Branson of Virgin Atlantic Airways, who
has stated that Freddie Laker, the pioneering British airline entre-
preneur, was his role model. Branson had the opportunity to

meet Laker and received advice that dramatically influenced
his business philosophy and ultimately his success. Laker
advised Branson to be a little more P.T. Barnum — innovative
and fun — when launching his own airline, something Branson
had difficulty doing due to his self-admitted introversion.
However, the power and influence Laker had as Branson’s role
model motivated personal change, and today we are all aware
of the many accomplishments of the extravagant Branson.
Jim Murray, CEO of Optimal Solutions International and an
experienced executive coach and mentor, describes mentoring
not as an arranged marriage but rather like a courtship — there
must be a mutual attraction with shared benefits leading the
participants to want the relationship to succeed. Good mentors
see the potential in others that they cannot see in themselves.
Murray offers five pointers for aspiring mentors:
- challenge protégés to exceed their abilities — let them sink
or swim, then focus on an instructive debrief;
. role model with integrity the standards and principles you
want them to emulate;
- invest the time necessary — most mentors grossly underesti-
mate the time required to do the job;

A mentor is a trusted counsellor, tutor or coach.
A role model is a person whose behaviour in a particular

role is imitated by others. Role modelling is not optional

- make all topics discussable— nothing is out-of-bounds, includ-
ing your own behaviour; and

- recognize that most organizational cultures often prevent
people from getting better. So mentorship is sometimes showing
people how to intelligently take risks and break the rules.

Murray speaks fondly of his first boss who, unknowingly, was
his mentor. “Whenever I had a meeting with him — whether
in his office or by chance in the hall — after that meeting, I
knew what to do, I wanted to do it, and I felt I could do it,” he
says. Good mentors also energize their protégés.

For a CA, contributions made as a role model and mentor may
be the mostimportant and meaningful part of his or her eventual
legacy. What do we want to be remembered for when we shuffle
off into retirement? We start building our reputation the first
day of work and it culminates as our legacy the day we leave. Isit
safe to say that we all want to leave the world a little bit better off
than when we came? Do we want to be fondly remembered as
someone who made a difference in someone’s career and life?

The CA world provides abundant opportunities to leave a
lastinglegacy as a role model and mentor. And you are never too
old to acquire new role models — even as you retire.

Robert Gagnon, CA, oversees executive programs for the Institute
of Chartered Accountants of Ontario

Technical editor: Carolyn Cohen, CA, MSW, Training and Human
Resources Consulting
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Ambit is an executive search firm specializing in finance
and accounting professionals. We have a proven track

record of providing highly personalized service to Canada’s
leading companies.

At Ambit, we've perfected the subtle art and science of
matching the right person with the right position.

Learn more about us
416.703.5050

AMBIT SEARCH
36 Toronto Street Suite 1160
Toronto ON M5C 2C5

www.ambitsearch.com CATHY LOGUE, JOANNE ELEK & SHERIZA PERABTANI

“Forging a new vision of recruitment excellence across Canada.”

1% TRAINING
OBLIGATION (QUEBEC)

+ Tired of paying all or part of the 1% ?
+ Will your back-up survive an audit ?

Yacoub & Associates
Recruitment Professionals Inc.
www.yarecruitment.com

Tel: 416-861-0882

Y&A Recruitment Professionals Inc. is a boutique consulting
& recruitment firm that aims to change the face of « Prior years internal verifications
recruitment by continually raising the industry standards. . .
+ Pay Equity Compliance
For a decade, Jocelyn Yacoub and her team have
specialized in placing CA’s: whether it is your first industry

position or you need to explore new senior opportunities,
we have built the relationships that can help your career.

Toronto, Montreal, Calgary, Vancouver

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

ALY

CONSULTANTS

LOOOKING FOR
A CHANGE OF
SCENERY?

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

JW Associates International

CAREER
DEVELOPMENT
Business Coaching
Career Consulting

Termination Support
Outplacement

EXECUTIVE
SEARCH

Senior Search Group
Future Leaders Group

Onboarding
Retention Consulting

Programs qualify for continuing professional development requirements
Over 20 years experience advancing the careers of Finance/Accounting professionals

Janet ,Webb 416-363-6532 info@jwassociates.ca  www.jwassociates.ca
President 120 Adelaide St. W, Ste 2500 Toronto, ON
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Let us introduce you
to your next career move

www.integna.com

oo, oo o, | N TECNA

EDMONTON & HALIFAX For the people we know

g OsEParnership, LLp

YOUR CROSSBORDER TAX SPECIALISTS AT HOME

m Tax return preparation m IRS & state representation
m Structuring of operations and transactions
m Litigation support m US tax ID numbers

Kevyn Nightingale, CA, CPA (IL), TEP 416-250-1212
knight@ustax.ca www.ustax.ca www.sfgroup.ca

London Office

252 Pall Mall St., Suite 203
London, ON N6A 5P6
t: 519.673.3463 f: 519.673.4748

— Toronto Office
36 Toronto St., Suite 850
T H E Toronto, ON M5C 2C5

VERRIEZ t: 416.847.0036
GROUP INC. verriez@verriez.com

Executive Search Gonsultants Www.verriez.com
Since 1985

Member of the Association Of

Professional Search. For Professional Leadership. Executive Search Consultants

RECRUITMENT
SPECIALISTS
EST.1970

Bruce R. Duncan
& Associates

J.B. Perry
416.642.6455
jperry @ bruceduncan.com

Specializing in Accounting ‘@ Finance Searches
8 King Street East, Suite 1005 ¢ Toronto, ON M5C 1B5

www.bruceduncan.com

e cu t i v e search

Susan Larkin, cA, MBA

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

CORPORATE
CONSULTANTS

Financial and
Financial Executive Search

Since 1976

155 UNIVERSITY AVENUE, SUITE 1910
TORONTO, ONTARIO, CANADA M5H 3B7
TELEPHONE 416 862-1259 FAX 862-7926
info@corporateconsultants.com
WWWAC()rp()ratcc()llsultﬂnts.C()m

Rod K. Tanaka, C.A.

TANAKA ASSOCIATES

Executive Search Inc.

120 Adelaide Street West, Suite 2500
Toronto, Canada M5H 1T1

Tel: (416) 410-8262

Confidential fax: (416) 777-6720
E-mal: tanaka@sympatico.ca
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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
FrANGOYS BRUNET, CA — CONSULTING FIRM « Limit applicants to CAs to ensure high quality candidates

U.S. and International Tax Visit CA Source today
Services: 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

. . . . www.casource.com
* Our network is established in over 100 countries

630 RENE-LEVESQUE BLvD. W., * SUITE 2895 * MONTREAL * QUEBEC * H3B 156 n ~
TELEPHONE: (514) 938-0663 * FAX: (514) 938-1695 < : Chartered Accountants

of Canada

asy time and expense entry
At-a-glance monitoring
The power of SQL

WWW.CASEWARE.COM

All'your practice management needs
at a manageable cost

\{,»’ CaseWare Time
caseware.com/itstime

CASEWARE
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Career opportunities

“GRH\T ACOUNTANTS

PTC hires Accounting Professionals for
Contract & Project based assignments.

If you are interested, send us your resume
by visiting our website and be one step
ahead of the curve.

L .

Bruce Singer, Chartered Accountant & CEO

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

COMMITTED
TO GROWTH.

Growth leads to stronger
opportunities for our
professionals, stronger
resources for our clients
and a stronger influence
in the industry.

PKF Hill is interested
in adding professionals
to our team that are
highly motivated, strive
for technical excellence,
share our passion
for exceptional client
service, and are eager
to join a firm that is

committed to growth.

To learn more about our
firm visit pkfhill.com

PKFHIl

CHARTERED ACCOUNTANTS

accounting
& finance inc.

people that count

TEL
TOLL FREE
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MAXIMUM
EFFICIENT
USE OF
KNOWLEDGE
Visit us at www.meuk.net
or contact David Sabina, C.A.

905-631-5600
dsabina@meuk.net

COMPLETE SR&ED CLAIM
PREPARATION SERVICES

experimental development costs

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

ATTEND AN UPCOMING

Recover up to 65% of

SR&ED WORKSHOP!

Details @ www.meuk.net

ME+U=Knowledge

IFRS Implementation - CA/MBA,
based in west GTA, with 20+ years
of industry experience is avail-
able for freelance engagements
including IFRS Implementation. If
you require an experienced profes-
sional to complement your current
staff, contact me. Per Diem, short
or medium term. See www.pro
claimconsultants.com or call Carl
at (905) 815-5431.

Trustees in bankruptcy - propos-
al administrators, receivers and
managers. Toronto and Eastern
Ontario. Brief & Associates Ltd.
Tel: 416-635-7337

Mississauga Accountant available
anywhere in the Greater Toronto
Area for per diem or contract as-
signments including accounting,
taxation and working-paper prepa-
ration. Experience includes a wide
variety of small, medium and large-
sized clients. Call (905)712-9446.

GTA area CA with 12 yrs+ experi-
ence - Available for per diem as-
signments. Experienced in plan-
ning, reviewing and preparing year
ends, financial statements, corpo-
rate and personal tax returns, new
audit approach, including paper-
less office environment. Contact
CAprofessionali@yahoo.ca or call
647-401-4209.

Canadian CA, 25+ years of practi-
cal hands on experience, available
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for per diem assignments. | take
pride in the quality and profes-
sionalism of my work and can help
you with all of your financial state-
ments, taxation, accounting, quality
assurance, auditing, SR & ED filings
and business consulting services.
Call 905-598-2800 now and sleep
peacefully this evening.

CA sole practitioner looking for
challenging and interesting as-
signments. My files are extremely
neat and organized and | posses the
necessary communication skills to
deal with your clients and staff in
a professional and friendly manner.
I work with CaseWare and all tax
software. Please email perdiemca@
gmail.com for further details.

Professional Accountant/Financial
Divorce Advisor looking for per
diem short/long-term assignments.
Specializing in working papers, au-
dits, financial statements, person-
al and corporate tax returns, busi-
ness advice. Fifteen years experience
with different clients. New branch
office in London, Ont. Telephone
(905)270-L467.

A CA with over 10 years of audit
experience is seeking referral work.
Expert knowledge of Canadian and
US GAAP and of more complex ac-
counting areas such as convert-
ible debt, hedging activities and
stock options. Proficient in regula-
tions enforced by Public Company
Accounting Oversight Board (PCAOB),
Canadian Public Accountability
Board (CPAB), and the Securities

Attention CAs

Your search ends here !

Career opportunities in CA firms as:

» Managers... to $125K
» Supervisors... to $95K
» Seniors... to $80K

» Tax... to $150K

» Valuators... to $150K

Contact us at: 416-917-1299
or visit our site:

www.yoursearchendshere.ca
Recruiters of CAs for CA
firms since 1997

and Exchange Commission (SEC).
Please reply with job details to Box
682, CAmagazine.

A 20 person CA firm with a growing

practice offers an outstanding
opportunity for a CA

An ambitious personable CA is required
to move quickly into a senior position
with a small growing firm in
North York, Ontario.
Candidates should have at least 2 to 3
years of post qualification experience
in public practice and should enjoy
advising entrepreneurs.

We offer an exceptional work
environment and attractive
salary / benefit package.

Please send your resume in confidence
to Box 617, CA Magazine.

Toronto CA requires a current CA
to manage NFP audits and review
engagements on a per diem basis.
Possible association in the future.
All inquiries will be acknowledged.
E-mail: casearch09@gmail.com

Richmond Hill, ON - (A required for
two days per week which could lead
to a full-time position. Experience
with audits of condominium corpora-
tions would be an asset. Please send
your resume in confidence to Box 616,
CAmagazine.

Looking for a real west-coast life-
style for you and your family? We
are a growing and dynamic firm
located in Sechelt on BC's beautiful
Sunshine Coast and we are looking
for a CA with 3-5 years experience
specifically in assurance engage-

Want to reply to a
CAmagazine box
number?

FAX: 416.204.3409
E-MAIL: advertising.
camagazine@cica.ca
Please ensure that the box

# is clearly indicated on
your fax or e-mail.

ments for small business and NPQ's
to take on a manager's role within
the firm and potential partner-
ship down the road. If interested,
please email in confidence - rich
ard@thecoastgroup.ca

www.thecoastgroup.ca

Toronto - Opportunity for a CA or
CGA with nucleus of accounts to join
a sole practitioner. Experienced in
personal and corporate tax returns
and Notice to Reader reports. Contact
ca-cga@live.ca

Buying or Selling a Practice in the
GTA? $200K to $1 million in fees?
We can help. We have client firms
seeking practices for sale, and sell-
ers seeking a purchaser. We take
the frustration out of the process.
Service free to sellers. Call Steve
Mclntyre-Smith at (905)842-2284,
e-mail steve@mcintyre-smith.com
or visit our site at www.mcintyre-
smith.com. Total confidentiality is
assured. Principals/partners only
please.

Accounting Practice Sales - Please
see our website at www.account
ingpracticesales.com. Are you ready
to sell your practice now? Sell your
practice through Accounting Practice
Sales for a fixed price without an
earn-out deal that will carry on for
years. After all, if you wanted to stay
in practice, why sell out? BUYERS -
registration with us is simple and



free via our website. North America's
leader in Accounting Practice Sales.
Contact Brannon Poe for a confiden-
tial discussion at: 1-888-246-0974 or
via email poe@knology.net

Downtown Edmonton firm looking
to expand by purchasing a practice
or a block of accounts. Interested in
$100,000 to approximately $300,000
in revenues. Please contact us at
edmonton.ca@hotmail.com

Accounting Practice Sales
Current Listings:

Toronto, ON - $625,000

South of Lloydminster,

AB - $1,400,000

Sechelt, BC - $117,000

To view the most up to date
listing information

please visit www.accountingprac
ticesales.com

OTTAWA CA FIRM looking to expand
by purchasing practice / block of ac-
counts in Ottawa. Would consider re-
tirement options / merger. Contact
Bruce Johnston at Ginsberg Gluzman
Fage & Levitz, LLP at (613) 728-5831.

Accounting Practices Wanted - We
are a growing professional servic-
es firm (accounting and taxation,

wealth management) looking to add
to our existing accounting practice
and welcome any opportunities in
B.C., Alberta or Ontario. We offer
flexible succession options allowing
current owners to, at their discre-
tion, remain involved in the prac-
tice in an advisory capacity. We also
offer a premium for practices that,
like us, are run with integrity and
share a commitment to providing
exceptional client service. Please
forward details of your practice to
accounting@firstleaside.com.

SUCCESSION / ACQUISTION - Waterloo
Region accounting firm looking to ex-
pand by purchasing practice or block
of accounts. Please reply to Box 612,
(Amagazine.

Toronto CA - interested in purchas-
ing an accounting practice or block
of accounts. Please reply to Box 678,
(Amagazine

OFFICE SPACE

Spacious “new" offices in our west
end Edmonton location. Perhaps for
a succession planning opportunity,
allowing our firm to eventually ac-
quire the retiring practitioner's prac-
tice. Or for someone starting out in

their public practice career and in
need of an office infrastructure. In
this case we will be able to allocate
client service responsibility for some
of our existing clients. Over time,
as our working relationship devel-
ops the practitioner might consider
transferring their practice into ours
as an equity contribution towards
an eventual partnership. Contact
Michael Epp, CA, CMA of Hawkings
Epp Dumont LLP, Edmonton, Alberta,
at mepp@hed-edm.com

Burlington, ON - Small CA firm has
excellent downtown main floor of-
fice space. Share expenses with view
to LLP. Free parking, great location,
reasonable cost, wonderful landlord/
associate. Some clients also avail-
able. Available September 2009. Call
905-333-4000.

YONGE/HWY 7, Thornhill - CA firm has
excellent office space available on
second floor townhouse for small firm
or sole practitioners wishing to share
reception, boardrooms, kitchen. Fully
furnished, free parking, available
immediately. Open to association ar-
rangements. Call (905) 889-7174.

Markham, ON at Steeles & Woodbine
CA firm with attractive office space

to share. Ideal for sole practitioner
with up to 3 work stations. All re-
quired amenities included. Open
to associations. For more info, call
905-477-5777 ext. 200.

YongelEglington - CA firm has lux-
urious executive office, furnished
or unfurnished, available imme-
diately. Use of boardroom, inter-
net, telephone line(s), copier, fax,
scanner, reception and IT support.
Direct subway access. Please call
L416-L64-1827.

Yonge/Lawrence - Toronto CA firm has
fully furnished Executive office space for
rent (above Lawrence subway station)
available immediately. Use of board-
rooms, internet, telephone line(s),
copier, fax, kitchen and reception.
Please call 416-322-7039 ext. 22.

MEDIATION
SERVICES

CA trained in Mediation, with 12
years CA practice experience and 20
years building, operating, preparing
for sale and ultimately selling a suc-
cessful family business, can help re-
solve family, succession, and business
to business disputes. Tel 416-616-7655
or allan@nadlersolutions.com

CA

magazine

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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Outlook

BY MARCEL COTE

WHERE ECONOMICS AND POLITICS MEET

Rethinking executive compensation

F or the past 30 years, to foster a better alignment
of the interests of senior management with those
of shareholders, alarge portion of their variable com-
pensation has been share-based, generally through

stock-option plans. Roger Martin, dean of the University of
Toronto’s Rotman School of Management, is now challeng-
ing this principle. According to Martin, shares and options
are not good incentives because they encourage executives
torely on short-term strategies and to take excessive risks.
Performance-based compensation should be tied solely to
a company’s actual results, i.e., profit or earnings before
interest, taxes, depreciation and amortization (EBITDA),
and not to what’s happening in

the stock market.

Martin’s proposal, introduced
in his new book, The Design of
Business: Why Design Thinking is
the Next Competitive Advantage,
is worthy of serious debate. He uses a football analogy
to illustrate his point. What would happen if a quarter-
back’s pay depended on the number of times the team beat
bookmakers’ expectations — the spread they offer the
betting public—and not on the number of games won? If
aquarterback beats the spread systematically, bookmakers
would increase it, anticipating actual results and levelling
the odds for bettors. In the long run, beating the spread
wouldn’t work as a compensation system, and quarter-
backs would fail as often as they won, although it would
encourage them to take more chances.

Executives whose variable compensation is stock-based
are in a similar situation. Stock prices reflect investors’
expectations. Management can surprise the market, but
not consistently. So unless the game is fixed, stock options
are an unreliable way to reward executive performance.

Stock options are issued at market prices. To benefit
from them, the stock price has to increase, which implies
that senior managers have to increase investor expecta-
tions. Since there is no reason why investors would sys-
tematically underestimate the value of a stock, how can
management win at this game?
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For a while, management can invent a rosy story, wait
for share prices to go up and cash out on their options
before investors realize they are being fooled. But that
would be illegal. Another way is for management to be
lucky and benefit from a general rise in stock market value,
as experienced from 2002 to 2008. A booming stock market
allows executives to pocket huge, often undeserved, prof-
its. That’s just luck, but it does work in bearish markets.

Another way to beat investors’ expectations is for man-
agement to surprise the market by taking on more risks,
which often involves betting the farm.

Stock-option plans can also demotivate management
when options go under, either because of stock market
crashes, as in 2002 and 2008, or when a company reaches

maturity and its stock peaks. Holders of stock options
are then penalized regardless of their actual performance.
Managers at companies such as Microsoft and General
Electric, whose stock has peaked as investors readjust-
ed their expectations, lost on their options even if earn-
ings kept increasing. When maturity reduces investor ex-
pectations about future growth, executive options lose
their value, no matter what the executives’ input.
Variable compensation plans for senior executives
should be tied to the company’s actual performance, not its
share price, which mainly reflects investor expectations.
What should count is the company’s actual performance
while the executive is in the C-suite. In addition to salary
and a short-term bonus based on annual results, a well-de-
fined compensation plan should include a long-term
bonus based on the average financial results of the last
three to five years. This would help focus management’s
attention on improving actual performance and steer
it from trying to influence stock market speculation.

Marcel Coté is founding partner at SECOR Consulting
in Montreal



SEAMLESS

It’s how your transition to IFRS should be.

The date to change over to International Financial Reporting Standards
is fast approaching and the time to prepare is now. We’re here to help.
We understand the complexity of the transition and offer the information, tools
and training you need to successfully manage the change to IFRS. So when
2011 rolls around, your transition will be seamless.

www.cica.ca/IFRS
Your trusted source for everything IFRS.

‘ A Chartered Accountants
of Canada

Comptables agréés
du Canada



The Most Respected Companies
in North America Trust Ryan

“Ryan consultants
consistently
demonstrate the
highest level of
professionalism.”

Paul Lima
Director, Internal Audit and Taxation
Panasonic Canada, Inc.

Panasonic.

Canada’s Complete Sales Tax Solution™
includes the industry’s most seasoned professionals.

From our newest associates to our founding principals, each of us at Ryan is committed to
serving our clients with the highest degree of professionalism and most proficient technical
ability possible.

Our proprietary professional development program ensures every Ryan associate can live up
to our unusually high standards of providing our clients access to the highest level of industry
knowledge and tax expertise available. And Ryan's innovative Quality Assurance Program
ensures that our services are consistently performed at the highest level possible,
engagement to engagement, and client to client.

Perhaps the greatest value Ryan professionals provide is the transfer of knowledge. As we
work through particular tax issues with our clients, we share what we know and pass on
that knowledge in the form of Canada’s most comprehensive suite of ongoing training
and support.

To learn more about how Ryan can serve you, please call 800.667.1600
or visit us at www.ryanco.ca. Wan')
®

Innovative Solutions
©2009 Ryan, Inc. All rights reserved. to Taxing Problems.



