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n this issue of Statements we present three articles that
explore three very different topics: offshore outsourc-
ing, executive compensation and change management.

The first is written by a CGA. The second by the newly appoint-
ed CGA Ontario Professor of Financial Accounting at the Rotman
School of Business. The third by an HR professional, as part of our
alliance with the Human Resources Professionals Association. At
first glance, these three articles don’t seem to have much in com-
mon, right?

Wrong. Each of these articles is about change. Each explores
the value and consequences of change with a critical eye. Each
takes a balanced approach to the opportunities and challenges
inherent in change and change management.

“Offshore Outsourcing: Opportunity or Threat?” is about a fun-
damental change now occurringin global business practices. Where
once we thought of “offshoring” as peculiar to manufacturing and
the IT sectors, more and more companies are now offshoring their
accounting and finance functions.

In many cases, professional accountants are taking the lead in
this phenomenon. We know what'’s involved in routine accounting
and financial tasks and we see the cost benefits to be realized in
sending work overseas.

We have also been (and continue to be) beneficiaries of out-
sourcing, as individuals and smaller organizations outsource their
accounting, finance and taxation work to the practitioners amongst
us. It’s too easy to paint a black and white picture of the practice
when we ourselves are driving so much of it.

Yet change for the sake of change can be a costly exercise.
In “Are CEOs compensated for value destroying growth in earn-
ings?”, Partha Mohanram, the CGA Ontario Professor of Financial
Accounting at Rotman, argues that not all change creates value.
The professor has identified two types of change and asserts that
compensation committees tend to recognize and reward CEQs for
the wrong kind.

Finally, “Driving Change: A Practical Approach in Strategic Ini-
tiatives,” is about change management and the critical planning
involved in turning ideas into action. Ultimately, all fundamental

VIEW FROM THE CEO

Driving the Right Kind of Change

It's not about change

for the sake of change

change is built on incremental change — taking the tiny steps nec-
essary to propel organizations into great leaps forward.

Recently I've noticed a fundamental change occurring in re-
cruiting practices. Today’s top employers are no longer waiting for
positions to become available before they hire again. Instead, re-
cruiters are becoming increasingly proactive in their efforts, cre-
ating rosters of potential accounting and financial leaders to call
upon when positions become available.

Inrecognition of this change, CGA Ontariois particularly pleased
to announce a new professional and business development initia-
tive: Career Connect, a forum for CGAs, senior students in the CGA
program and employers to network and explore job opportunities
in accounting and finance.

Career Connect will provide employers with the opportunity to
connect with top accounting and finance professionals, the kind
of potential employees who have the expertise and experience
to assume leadership positions, who know not only how to drive
change, but how to drive the right kind of change.

The world is moving rapidly into a global marketplace. CGA
Ontario has long held a reputation for being at the forefront of
change. We have been proactive in recognizing global opportunities
by signing reciprocity agreements with a number of accountancy
associations based in other countries.

Organizations are redefining themselves to meet the new op-
portunities of globalism. CGAs continue to broaden our horizons
and refine our skills to meet the demands of the global market-
place.

It's not about driving change for the sake of change. It's about
driving the right kind of change. As a CGA | believe in that person-
ally. As the chief executive officer of CGA Ontario, I'm proud to
belong to an organization that recognizes the opportunities and
respects the challenges of change.

DOUG BROOKS, FCGA
Chief Executive Officer
CGA Ontario
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Career Connect:

March 10, 2011

A New Event for CGAs
and Senior Students in
the CGA Program

Are you making the right con-
nections in your career? Are
you getting the opportunities
you need to connect with top
employers and your profes-
sional peers? Are you looking
to improve your career con-
nections?

CGA Ontario is very pleased
to present a new initiative for
CGAs and senior students in
the CGA program of profes-
sional studies: Career Con-
nect. This important event
takes place on March 10,
2011, at 4:30 p.m. at the Del-
ta Meadowvale Resort & Con-
ference Centre in Mississau-
ga. At Career Connect, CGAs
and students will be able to
gather information on compa-
nies, learn more about career
paths, current and future po-
sitions, and develop employer
contacts whether for use now
or in the future.

Who should attend Career
Connect?

Career Connect is an opportu-
nity for experienced CGAs and
students in the CGA program
with a minimum of five years
experience to network, meet
high profile employers and be
pre-qualified for future posi-
tions. CGAs who attend can
also earn three CPD hours to-
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ward their annual mandatory
CPD requirement. Regardless
of whether you’re looking for
employment, trying to figure
out the right career path or
just interested in seeing what
else is out there, Career Con-
nect has plenty to offer.

Why Career Connect?
Career Connect is a forum
where future employees and
employers can network and
explore job opportunities in
accounting and finance. To-
day’s top employers are proac-
tive in their recruiting efforts,
creating rosters of potential
leaders to call when positions
open in their companies.

This is your opportunity to
build relationships with rep-
resentatives from potential
employers that may lead to

valuable information or refer-
rals in the future.

What can | expect?
Representatives from some
of Ontario’s top employers
will be on hand to talk about
their organizations to CGAs
and students. Career Connect
focuses on valuable, one-on-
one, face-to-face interaction.

Employers will have the oppor-
tunity to connect with top ac-
counting and finance profes-
sionals with the expertise and
experience to assume leader-
ship positions in their organi-
zations. Those who have job
opportunities or who are in-
terested in pre-qualifying can-
didates for potential roles will
gain access to a select group
of highly-skilled and educated
accounting professionals.

Career Connect also features
two top-flight speakers: Giselle
Kovary, managing partner and
co-founder of n-gen People
Performance, who will provide
tips on building a long-term,
rewarding career, and Paresh
Mistry of Robert Half Interna-
tional, who will address ac-
counting and finance hiring
and compensation in 2011.

To learn more about Career
Connect, visit “Conferences
and Conventions” in the pro-
fessional development section
at cga-ontario.org. Further
details will also be announced
in upcoming editions of CGA
Ontario’s e-newsletter, ‘Net
Value. Whether you're a CGA,
senior student in the CGA pro-
gram or top employer, don’t
miss this opportunity to “ca-
reer connect.”



PD Opportunities
Winter/Spring 2011 PD
Catalogue Now Online

Why not start
the year off
right with a
PD program
that offers you
“more skills,
more knowl-
edge, more success”? The
Winter/Spring 2011 PD ses-
sion is here, with more than
100 seminars in nine differ-
ent locations across Ontario.

More skills

From finance to taxation to
information technology, our
seminars focus on refining
core competencies and sharp-
ening your professional skKills.

More knowledge

This season we offer you a
wealth of opportunities to ex-
pand your knowledge base
and explore new and fascinat-
ing areas of expertise.

More success

In a competitive world of spe-
cialized skill sets and ambi-
tious professionals, how do
you separate yourself from the
crowd? Through CGA Ontario’s
management and leadership
skills seminars, where you'll
learn how to add value to your
position, build upon your per-
sonal brand equity, and refine
the communication skKills you
need to acquire more success.

Visit the professional develop-
ment section at cga-ontario.
org and read the PD cata-
logue today!

CPD Declaration
Don’t Miss the March
31, 2011 Deadline

The online CPD Declaration
for 2010 has been posted

to the professional develop-
ment section at cga-ontario.
org. The deadline for comple-
tion is March 31, 2011. If you

RYERSON HONOURS FCGA: Members of the board of directors and staff of CGA Ontario were pleased to at-
tend the dedication of the Catherine Lund Room at the Ted Rogers School of Management at Ryerson Univer-

sity on December 13, 2010.

A certified general accountant and professor at Ryerson, Ms. Lund, who passed away in 2008, bequeathed
to Ryerson a substantial donation. In addition to the Catherine Lund Room, four new Catherine Lund Awards
will be presented annually, in perpetuity, to outstanding accounting students in the Ted Rogers School of Busi-
ness Management.

have questions or require
further information regard-
ing self-declaration, contact
Laurel Shaw, program assis-
tant, mandatory professional
development, at Ishaw@cga-
ontario.org.

Controllers’ Congress
HSBC Economist Stewart
Hall to Deliver Keynote

Have we recov-

ered from “The

Great Reces-

sion?” How

will we fare in

20117 Better

still, how can

you shield your organization
from economic shock and
seize financial opportunity?
HSBC Economist Stewart Hall
kicks off Controllers’ Congress
2011 with a comprehensive
exploration of domestic eco-

nomic trends and the interna-
tional forces that will continue
to affect us all in these turbu-
lent times.

This year’s Controllers’ Con-
gress features eight seminars
over two days that address
the wide range of competen-
cies controllers need to func-
tion in today’s multi-tasking
workplace. Whether you're a
controller now or you aspire
to the controllership role, this
is your opportunity to network
with peers and experience
one of the most popular PD
events of the year. Book now
while registration is still open!

Membership Fees
New Invoice Delivery
Method for 2011-12

At CGA Ontario, we're always
looking to find a better way.

This year, we’'re making a
change that’s more efficient
for our members and better
for the environment. Invoices
for membership fees will no
longer be distributed via mail.
As most members already
conduct their transactions
online, we will transition to
an email notification of dues,
which will include a link to the
membership renewal section
of our website at cga-ontario.

org.

Membership fees are payable
as of May 1st each year. Now
is a perfect time to visit the
“My Account” section of the
website and ensure that your
contact information is up to
date. Please check that the
email address you have on file
is consistent with the correct
spelling of your current ad-
dress (including hyphens and
underscores) as well as the
name of your email provider.
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Excellence Rewarded
CGA Ontario’s Annual
Awards for Excellence

Congratulations to Oyu Bayar-
saikhan, the recipient of a
CGA Ontario Award for Excel-
lence, presented annually to
students at participating col-
leges and universities across
Ontario. Oyu, a student in
the bachelor of commerce
degree program at the Rot-
man School of Business at
the University of Toronto, was
presented with the award dur-
ing a ceremony on Novem-
ber 18, 2010. She is pictured
between Karen McLeister,
associate director, academic
program services, at the Uni-
versity of Toronto, and Frank
Mensink, FCGA, chair of the
board of directors at CGA On-
tario.

Congratulations are also in
order for Award of Excellence
recipient Juan Jose Merino

of the Ted Rogers School of
Management at Ryerson Uni-
versity. Each year, participat-
ing colleges and universities
across Ontario advise us of
the name of a graduating full-
time student who meets the
selection criteria for the Award
of Excellence. The award
comprises $500 cash plus an
indexed credit amount to be
applied towards the CGA pro-
gram of professional studies.

For more information on the
Awards of Excellence, contact
Heather Nelson at hnelson@
cga-ontario.org.
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CGA Program Awards
Ontario Students
Rank High Nationally

Congratulations to the 2010
winners of awards related to
the CGA program of profes-
sional studies. Each year,
CGA Canada and CGA Ontario
honour individuals and their
achievements in the CGA pro-
gram.

In 2010, four students from
CGA Ontario were recipients
of CGA Canada’s Top Ten
Recognition Awards, which
are granted to students who
rank as the highest academ-
ic performers, based on the
average of their PACE level ex-
aminations. Each of these stu-
dents became a CGA in 2010,
including Alena Makavets,
CGA, who placed first overall;
Zao Zhou, CGA, who placed
third; Xuhui Wang, CGA, who
placed fifth; and Claire Jeehye
Lee, CGA, who placed tenth.

Timothy Shanks, CGA, was the
recipient of the Porter Hétu
International Award, for attain-
ing the highest final course
mark in Auditing Il and achiev-
ing a standing of honours in
the professional applications
examination.

Two students from Ontario
were recipients of CGA Can-
ada’s Awards of Excellence,
presented to the highest aca-
demic achievers in each level
of the CGA program. Congrat-
ulations to Pak Ki Ng of Ot-
tawa (Level I) and Jennifer Bell
of Toronto Level Il). Finally, the
recipient of the prestigious
T.H. Frankling Medal, present-
ed by CGA Ontario, was Chenyi
Zhang, CGA.

Congratulations to all of the

CGA program award winners
of 2010. Best of luck in your
studies or in your career as a
certified general accountant.

MIND MASTERS DO MORE: CGA Ontario has launched a new
and innovative Facebook page! Designed to reach out to
post-secondary students who are considering a career in
accounting and finance, the page features a fun and fasci-
nating interactive application called Mind Master, which will
“sharpen your skKills, test your ability to problem solve, and

let you have a little fun.”

Mind Master leverages the CGA DO MORE marketing cam-
paign in an online medium, where today’s students are very
active. Its monthly prizes include a $2,500 scholarship to the
CGA program of professional studies. Like to try it out? Go
to the new CGA Ontario Facebook page, at facebook.com/
cgadomore, have some fun, and don’t forget to spread the
word to college and university students!

Extras! Extras!
Free Copies of the
Conference 2010 Issue

Copies of the

most popular

annual issue

of Statements

are still avail-

able! The

“Conference

Edition” of

Statements features photos
from the premier professional
development event of the year
plus photos from CGA Ontar-
io’s Admission to Membership

and Awards Ceremony, as well
as the names of every new
CGA admitted into member-
ship in 2010.

It's not unusual for new CGAs
to ask for 10 or 20 extra cop-
ies! And why not? They make
excellent keepsakes of an im-
portant career milestone and
can be sent to friends, family
and colleagues around the
world. To request extra cop-
ies, email editor@cga-ontario.
org and state the number of
copies you wish to receive as
well as your mailing address.
And request your copies today
while supplies last!



THE CONGRATULATIONS KEEP ROLLING IN!

| read with interest the comments [regarding the achievement of
authorized designated body status] from my fellow presidents and
would like to add my two cents. From the onset, no one said the
challenges we faced would be easy, nor did we envisage the many
daunting and time-consuming roadblocks.

But we overcame these obstacles and Ontarians will be the ben-
eficiaries of our struggle. From those who fought the fight, job well
done! To the professionals who work in the area of public practice,
you now have all the rights needed to show Ontarians just what
CGAs bring to the table. Congratulations.

J. Brian Heaney, FCGA
President, 1996-97

Thank you, Brian. We look forward to receiving and publishing as
many letters as possible from CGAs, stakeholders and the public
on this momentous achievement.

On a sad note, Tom Grandy, FCGA and just the third president
in the history of CGA Ontario, passed away in late 2010. Though
in his 90s at the time, he took great pleasure in congratulating his
colleagues upon learning of CGA Ontario’s new status. Please turn
to page 23 to read about Mr. Grandy’s remarkable life and contri-
bution to his Association.

NEWS ARRIVES ABOUT MEMBER NEWSMAKERS

| have been retired for seven years now and live in Tucson, Arizona.
| always enjoy reading Statements. This time | knew quite a few of
the CGAs mentioned in the “Member News and Newsmakers” sec-
tion of the December 2010/January 2011 issue.

Stephen Letwin [appointed CEO of IAMGOLD] hired me at Dome
Petroleum in Calgary back in 1982. He was in human resources
there at the time. | worked with Lynn Cooke [named for the fourth
year in a row to PROFIT Magazine’s list of the top female entrepre-
neurs in Canada] at Touche Ross in Toronto for a very short time.

I met Vern Krishna [appointed to the Ontario Securities Com-
mission] at a conference in downtown Toronto, | don’t remem-
ber when. | met Harvey Freedman [the author of a new edition of
Learning Simply Accounting] way back in 1972 when he was chair
of an undergraduate committee | had just joined. I'm glad that
all these CGAs have done so well.

Lucie Gerritzen Stevens, CGA
Tucson, Arizona

Thank you, Lucie. What a wonderful letter! We encourage all CGAs
to write to us (via editor@cga-ontario.org) and share their informa-
tion, opinion ormemories about colleagues included in Statements.

“Notes to Statements: Member News and Newsmakers” will re-
turn in the April/May 2011 issue. We remind CGAs of this oppor-
tunity to share achievements with colleagues, inspire students in
the CGA program, and demonstrate the breadth of their learning
and achievements to stakeholders and the public.

“Members News and Newsmakers” is restricted solely to CGAs.
All announcements are edited to available space and house style.
We do not publish personal information such as marriages or births.

Pay It Forward!

Encourage a Colleague to Become a CGA
Then Earn PD Dollars!

You’ve told us that the CGA designation has had a sig-
nificant, positive impact on your career success. So pay
it forward — encourage someone you work with who has
the talent and commitment to be a CGA to take the next
step in their career. Encourage them to enrol in the CGA
program of professional studies by February 18, 2011, in
time for the spring session, or by May 20, 2011, for the
summer session.

It's a win-win-win.

As an employer or colleague, you increase the skill level
on your team and support employee retention and succes-
sion planning. Your employee or colleague acquires new
skills and knowledge and starts to work towards a designa-
tion they can count on for career success. And as a CGA,
you get the satisfaction of helping someone meet their
career goals. Plus we will give you 250 PD Dollars*, which
you can put towards a CGA Ontario professional develop-
ment seminar.

Information about the CGA program of professional
studies and what your employee/colleague needs to get
started is available at www.cga-ontario.org.

PD Dollars* take the form of a credit towards a CGA
Ontario PD event. To receive the credit a CGA must be
identified by a new student via a note accompanying their
application for enrolment or via email to marketing@cga-
ontario.org. Alternatively, the CGA can advise CGA Ontario
of the new student’s name via email through marketing@
cga-ontario.org. Information is subject to verification.

A new student is defined as a student not previously or
currently enrolled in the CGA program of studies who reg-
isters and pays for both the 2010-11 basic tuition fee and
a course in the third session of the 2010-11 academic year.
This is your opportunity to help an employee or colleague
enjoy the same rewards of success that you have enjoyed
as a CGA. So pay it forward — today!

*Offer limited to thefirst 150 participants and is non-transferable. PD Dollars
expire six months after their issue date. Seminars are subject to availability.
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OFFSHORE | OUTSOURCING

Opportunity

To the Accounting Profession?
By Jeff Buckstein, CGA

hen we're going to bed, they're coming

to work in India,” states Chris Frederiksen,
a certified public accountant with a practice in Corte
Madera, California. “So 80 to 90 per cent of everything
we upload to them in a day is back on our desk the next
morning.

“Outsourcing offshore allows me to give world-class
service to my clients.”



- Chris Frederiksen,

Certified Public Accountant

growing number of corporations and accounting firms have

elected to ship their finance work overseas — primarily to
India—soaccountantsthere can assistin the completion of routine
work. This sometimes controversial practice is alternately called
“offshoring,” “offshore outsourcing,” “foreign outsourcing,” orsome-
times simply “outsourcing” (though outsourcing refers as well to
work sent to a service provider in one’s own country or continent.)

” u

Whether offshoring can be viewed as an opportunity or threat
depends on where you sit, says Janne Chung, an associate profes-
sor of accounting at York University’s Schulich School of Business
in Toronto. “If your job is to provide routine-type services, then it
would be a threat. If your job is to provide more high level consult-
ing services, then to be able to outsource this part would allow you
to concentrate on the more important aspects of the job.”

Chris Frederiksen concurs. “The only downside I've seen is
when we start to do outsourcing, members of the staff believe they
can lose their jobs, so that has to be handled with some care,” he
explains.

Frederiksen takes a uniquely global view of the accounting
profession. In addition to his practice, he is the chief executive of-
ficer and chairman of The 2020 Group Worldwide, a membership
organization for small and medium-size practitioners, which is
headquartered in England but has a Canadian branch in Missis-
sauga, Ontario.

“Rather than lose their jobs, [North Americans] get to do high-
er-level work. Instead of spending all their time bashing keys and
inputting client data into a T-1 program — all that’s now being done
elsewhere — it gives them the chance to be reviewers rather than
preparers. Andthat pays more money,” Frederiksen adds, “because
it can sustain a higher billing rate.”

But are accountants sticking their heads in the sand, blinded
by profit margins and process efficiencies as jobs disappear over-
seas? And, if true, what can one do about it?

According to The Hackett Group, a benchmarking firm with offices
around the world, Global 1000 companies are “significantly accel-
erating” their movement of back office jobs to India and other low-
cost labour markets. While the loss of information technology jobs
to overseas markets is levelling off, corporate finance in particular
is now seeing an acceleration of the offshoring trend.

17.3 per cent of finance roles for U.S. and European companies
have moved offshore. The total number of jobs lost to offshoring
in corporate finance is expected to grow by a compound annual
rate of about 20 percent between 2010 and 2014. In 2014, the
annual number of finance jobs “offshored” will be higher than that
of information technology.

The benefits are obvious: salaries for overseas workers, particu-
larly in India, can be as much as 80 per cent lower than equivalent
salaries in North America. Further, countries like India are ideal for
offshoring because of their English-speaking, highly skilled work-
force and well-trained accountants. Offshoring is even expanding
to the Pacific Rim and Eastern Europe. According to Chris Frederik-
sen, “Some firms on the U.S. west coast are now offshoring work
to the Philippines.”

Within finance departments, “back office” tasks like accounts
payable, accounts receivable and payroll processing are all popu-
lar candidates for offshoring. According to a 2008 survey of U.S.
finance executives, accounts payable was the most frequently off-
shored task. Virtually seven out of 10 companies that offshored
finance functions offshored accounts payable.

But are we talking apples and oranges here? Should we make
adistinction between the finance functions of corporations and the
tax functions of accounting firms?

“It’s certainly not a threat,” argues Mark Albrecht, a certified
public accountant who is the chief executive officer and founder
of Boston-based Xpitax, LLC, an outsourcing firm that has shipped
work overseas on behalf of both U.S. and Canadian clients since
2002.

“That was an issue early on here in the United States. When
outsourcing [began] in the accounting industry, everybody sat back
and said ‘it impacted the IT business, and now it’s going to impact
the accounting business.’

“Well, that didn’t happen. One of the questions we would ask in
some of our client surveys in the early years was, ‘Did you ever fire
anybody because of outsourcing with us?’ And the answer came
back 100 per cent ‘no.”

Headlines suggest otherwise. Inarecent Globe and Mail article,
“Is ‘offshoring’ frustrating job creation in the United States?”, Paul
Ashworth, chief U.S. economist at Capital Economics, asserted,
“Tempted by lower labour costs and lower corporate taxes overseas,
multinational firms are expanding employment abroad rather than
in America.”
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ccording to Ashworth, the continued weakness of U.S. jobs

growth is due in part to offshoring. Between 2008 and

2009, overseas employment by American multinationals

climbed almost 23 per cent. China and India accounted for
one-quarter of the increase. The numbers suggest that companies
are simply hiring overseas-based, full-time employees instead of
hiring (or re-hiring downsized) American workers.

A BROADER PERSPECTIVE

Dawn McGeachy, FCGA, a licensed public accountant and director
of public practice for CGA Canada in Ottawa, adds some much-
needed perspective to the debate. “The true skill and mark of a
professional accountant comesthrough the offering of those higher-
end services for which we were trained,” she explains.

“If your business model can support the use of offshore out-
sourcing, it likely represents an opportunity for the professional
accountants of the firm, who are more interested in the problem-
solving components of the profession rather than acting as data
processors.”

Certified general accountant Bernie Keim, vice-president of
member services and regulatory affairs at CGA Ontario, takes a
similarly broad perspective. “Think of the functions of any organi-
zation in terms of a pyramid,” he explains. “At the bottom, where
the base is broad, are the general tasks that require fewer skills.
As the pyramid rises it also narrows. The tasks become more spe-
cialized and require the skill sets of individuals with professional
training.

“A professionally designated accountant would typically hold
one of the specialized positions at the higher end of the pyramid,”
says Keim.

Dawn McGeachy echoes this view from a public practice per-
spective. “I would probably come down on the side of opportunity.
A CGA's training supports services that are in the hundreds of dol-
lars an hour, and that’s what we would like to be promoting within
our peer group,” she emphasizes.

The message to those considering a career in accounting and
finance — and those currently performing lower level finance func-
tions —is clear: get a professional designation, but choose wisely.
The pace of change in accounting and finance is moving so quickly
that you need both a specialized skill set and the flexibility to adjust
to new roles throughout your career.

A.T. Kearney, the global management consulting firm, reports
that companies are now offshoring accounting and finance func-
tions such as financial planning and analysis that are further up
the value chain. Controllership isn’t being outsourced, but some
companies are outsourcing the preparatory work done on financial
reports before they hit the controller’s desk.

ToBernie Keim, this reinforces the necessity of lifelong learning,
professional development that keeps one’s competencies current,
and a support system of likeminded colleagues.

“Look atthe changestothe profession that have occurred within
the past few years: international standards, harmonized sales tax,
and now the opportunity to license CGAs as public accountants.
The only thing constant in our profession is change.”

THE BENEFITS TO NORTH AMERICAN ACCOUNTANTS
According to Chris Frederiksen, “It’'s not uncommon for people in
a small U.S. firm to put in 70-plus hours a week from February to
April. | think overtime is one of the most destructive inventions we
as accountants ever came up with.”

Fredriksen sees offshoring as largely beneficial to North Ameri-
can accountants and the profession at large. “l think [offshoring] is
a huge opportunity,” he insists. “It’s really the only long-term solu-
tion that | see [to a shortage of professional accountants], because
| don’t believe we can graduate enough accountants to meet the
world’s demand. | look at outsourcing as an opportunity for us to
expand our practices and improve the lives of our staff by giving
them more intelligent work to do.”

Practitioners stress that offshoring can also offer additional
flexibility to a firm. “Suddenly I've got this extra labour force sitting
out there that | don’t have to keep hired the whole year,” explains
Frederiksen, drawing an analogy to a retail store that temporarily
hires extra labour just before Christmas.

Dawn McGeachy agrees. “You don’t need to hire full-time staff.
Plus there are capital cost savings — for example, you don’t have
to provide or rent the additional physical office space that would
likely need to accompany a permanently expanded workforce.”

Not surprisingly, accountants such as Chris Frederiksen can
break down the benefits of offshoring to the dollar. “In my own prac-
tice,” he explains, “it's costing me somewhere around $12 [US] an

Ethics aMajor
Consideration

When Offshore
Outsourcing

Outsourcing, including offshore outsourcing, pres-
ents the accounting profession with a number of
ethical considerations, which the professional eth-
ics executive committee of the American Institute
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of Certified Public Accountants (AICPA) addressed
by adopting three ethics rulings in 2005.

“In 2004-05, there was a lot of discussion
about jobs being outsourced to India and other
places around the world. That is when we de-
cided to determine whether our code of conduct
addressed the issue from an ethics perspective,
and issued a few standards to address it,” says
Lisa Snyder, the AICPA’s New York-based director
of professional ethics.

Ethics ruling 112 relates to AICPA rule 102,
which deals with integrity and objectivity. “The

notion here was that your clients should at least
be aware that you may be sending their confiden-
tial information to a third party service provider
when you’re providing professional services to
them. This ethics ruling requires that before you
disclose confidential information to a third party,
you need to inform the client — preferably in writ-
ing —that the member may be using such a third
(party) service provider.”

A negative confirmation should be sufficient,
clarifies Snyder, a certified public accountant.
“There’s nothing in here that says you need some
type of written, explicit consent from the client.



hour for labour in India. For a comparable skill level in the U.S., |
would be paying at least $25 an hour, plus benefits.” Frederiksen
pauses to let the numbers sink in. “In India, I'm paying somewhere
around $110 per return, whereas it’s approximately $200 to $250
for an average [Form] 1040 in the U.S.

“If it costs me $110 to have India do the preparation of a return,
I'm billing that return to my client typically anywhere from $500 to
$700. So it helps my profit margin dramatically.”

What does that mean to the clientele of practitioners? “You
would hope some of the cost savings would be passed on to cli-
ents,” says Janne Chung of Schulich, but Frederiksen doesn’t do
that. “Through [offshoring] we’re able to give clients better and
more prompt service, so | see no reason to pass on the savings.”

THE ETHICS OF OFFSHORE OUTSOURCING

Additional questions and concerns abound with respect to offshor-
ing, such as how a third party in another country, without direct
ties to the client, can remain attuned to the needs of those clients.

According to Dawn McGeachy, “with all the different domestic
accounting standards and frameworks, it's a lot more challenging
to know whether the staff processing those transactions abroad
are completely familiar with those standards and all their changes.”

But Mark Albrecht of Xpitax insists that clients are diligent
about ensuring their overseas preparers remain up to date on cur-
rent practices. “We’ve got a number of clients that have embraced
outsourcing big-time, especially in Canada. They deal with their
dedicated team offshore as an extension of their internal office.”

Albrecht explains that this includes regular phone consulta-
tions — and, with some clients, overseas visits to India — to find
out what issues they may have in preparing returns and ensuring
that new developments affecting Canadian tax law are understood
by the preparers in that country.

Further, explains Albrecht, Xpitax’s India-based office currently
has about 70 permanent employees, which temporarily doubles
during tax season, ramping up to between 140 and 150 people.
New preparers are typically hired in late November and early De-
cemberand gothrough rigorous training during December, January
and the first half of February.

“We test and weed through the people that aren’t going to

But a disclosure needs to be made. If the client

In 2014, the number of finance jobs “offshored” will be higher
than that of information technology. (Source: The Hackett Group.)

make it. Before qualifiers touch a real return, they’ve probably gone
through 50 practice returns,” he emphasizes.

Is outsourcing a threat or opportunity? Clearly, not only does it
depend on where in the office you sit, as Professor Janne Chung ex-
plains, but in what kind of office you sit. The opportunity to achieve
cost efficiencies through labour migration offshore are greater in
large multinational corporations than in small and medium-sized
accounting firms.

That said, it's most likely the professional accountant who is
exploring the cost efficiencies that offshoring can provide.

For Chris Frederiksen, the debate over offshoring also comes
down to customer service. “l want to provide my clients with world-
class service,” he says emphatically, “and offshoring allows me to
give them incredibly quick turnarounds.

“My clients are just completely bowled over by this kind of
world-class service.” CGA-

Jeff Buckstein, CGA, is an Ottawa based freelance business writer.

does not consent, then you obviously shouldn’t
do it,” she adds.

Ethics ruling 12 relates to both AICPA rule 201
— which deals with general standards, as well as
rule 202 — covering compliance with standards.

“Basically this is saying that regardless of
whether or not you use a third party service pro-
vider, you are still being held responsible for the
work of that third party. You're still going to be
held responsible to make sure all the services are
performed with competence and due care. That

may mean you're going to either have to oversee
or review the work of the third party,” Snyder ex-
plains.

Ethics ruling 1, under AICPA rule 301, covers
confidential client information. "This is basically
saying that sharing confidential information with
a third party service provider would not put you
in breach of the confidentiality rules. However,
before using them, we say you need to enter into
an agreement that they maintain the confidenti-
ality of your client’s information,” says Snyder.

In Canada, there are no equivalent official ethi-

cal rules with respect to offshoring and outsourc-
ing to equate with those expressed by the AICPA.

However, “eventhoughthere are nostrictrules,
the last thing you want is your reputation being
negatively affected,” stresses Janne Chung of
the Schulich School of Business. “So | believe
that Canadian firms would voluntarily follow the
same ethical rules as in the U.S.”
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Are CEOs
Compensated for
Value Destroying

Growth in Earnings?

A new study questions whether
boards and compensation
committees have the financial
literacy to distinguish between
growth through profitability and
growth from investment

By Partha Mohanram

CGA Ontario Professor of Financial Accounting

Rotman School of Business, University Of Toronto

Content Adapted for Statements
by Colin Ellis, Editor

ompaniesthat generate earnings growth by improving profitability create shareholder value.
Those that generate growth through investment tend to destroy value. Do compensation
committees consider this when determining CEO compensation? Specifically, are CEOs

rewarded for growth, even when growth destroys a company’s value?

Profit Growth vs. Investment Growth

Companies can show growth in earnings through different ways. They can try to grow earn-
ings by making additional investments in projects that deliver positive earnings in the fu-
ture. This is investment growth.

Empire Building - “In business, empire-
building is demonstrated when an indi-
vidual or small group attempts to gain
control over key projects and initiatives in
order to maximize their job security and
promotability.” - Wikipedia

Alternately, they can try to grow earnings by increasing the profitability of existing op-
erations by improving operating efficiencies, reducing costs and using pricing power to
internalize economic rents. Earnings growth from increased profitability is inherently valu-
able to shareholders because it generates additional cash flows without the investment
of additional capital.

Accountants have long cautioned, however, that earnings growth should be interpreted
with care, because income statements do not reflect the full cost of capital invested in
companies, which can cause income to grow even for companies that invest in negative
“Are CEOs Compensated for Value net present value projects.

Destroying Growth in Earnings?”

Sudhakar Balachandran and Partha Prior research shows that markets overvalue growth from investment and undervalue
Mohanram, pp. 545-577, Review of growth from increased profitability. Academic research has documented significant return
Accounting Studies, 2010 reversals in periods after large capital expenditures. Companies that grow through large
Springer Science+Business Media, acquisitions consistently underperform in the future in terms of accounting performance
LLC ~Kirms that raise large amounts of external financing often squander it
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For example a company might grow net income b |nvest|ng |n pI’OJeCtS hat generate
Five Canadian Companies

Destroyed Through
Investment Growth
1. Eaton’s

might hoard excess cash on its balance sheet and earn
increasing net income, but generating returns lower than the opportunity cost of share-

holder funds. 2. Campeau Corporation

3. Olympia & York
Alternatively, companies that show improvements in profitability as well as its compo- 4. Nortel Networks

nents — asset turnover and profit margin — are positively associated with future returns. 5. Loewen Group
Growth from increased profitability is valuable but growth from investment is not.

Compensation and Growth

Earnings growth, along with stock returns, is an important determinant of top executive Growth is good, right?
compensation. Research showsthattheinclusion of earnings-based performance measures Not always.

in executive compensation contracts helps to shield executives from fluctuations that are “It's good to grow,” says
beyond their control. Returns are more likely to be used in compensation for companies with Professor Mohanram,
high return-on-equity (ROE) variance, rapid growth and low insider ownership. “but you have to grow in

a way that adds value for

We hypothesized that compensation committees would reward managers accordingly "
for growth through profitability and growth through investment. Of course, our hypothesis
presumed that compensation committees understand the value implications of different

sources of earnings growth, and that they act in the best interests of shareholders.

shareholders.

According to Professor Mohanram
of Rotman and Professor Sudhakar

Evidence suggests, however, that boards may not fully understand or appreciate the Balachandran of Columbia Business
costs and benefits of different sources of earnings growth. Furthermore, researchers have School, compensation committees
argued that executive compensation is seldom determined in arm’s length transactions tend to reward CEOs when their com-
and may not be efficient. panies grow due to investments, even

though that has been found to hurt

But what about institutional owners? Such owners might use their sophisticated un- long-term shareholder value.

derstanding of financial statements to ensure that boards reward executives for value-
enhancing growth. Would the presence of institutional ownership make it less likely that
firms would reward CEQs for growth from investment and more likely to reward CEQOs for
growth from increased profitability?

The practice sends CEOs a message to
grow at all costs, while hurting chanc-
es for companies to further improve

We tested our hypotheses on a sample of firms using CEO compensation data from shareholder value. "We're not alleging

Execucomp and found that that compensation committees do place a positive weight on these guys are do?ng thi.s on purpose
growth from increased profitability. However, they also place a significant weight on growth — far from it. We just think this is a fal-
from investment, even though such growth has no association with current returns and a lacy many people fall for."

negative association with future returns. Further, there is evidence that the weight placed
on growth from investment in determining compensation is significantly greater than the
weight on growth from increased profitability.

CEO Salary
y exist in companies $6.6 million

Average salary of Canada’s best-
paid 100 CEOs in 2009, 155 times
more than Canadians who earned

Why? First, compensation committees may
disparate sources of earnings growth. Second,
where compensation is determined at less thararm'’s length.
The Effects of Institutional Ownership
Markets overvalue growth from investment and undervalue growth from increased profi
ability, yet companies that grow through large acquisitions consistently underperformin the
future in terms of accounting performance and stock returns. Companies that raise large
amounts of external financing often squander it in empire building projects. On the other
hand, companies that improve through profitability as well as it components are positively
associated with future returns.

an average income.

(Source: Canadian Centre for Policy
Alternatives.)

Though research has shown that earnings growth from investment is associated with
strong price reversals in future periods, indicating a potential destruction of shareholder
value, it is possible that some boards might believe that the investments their firms make
will generate value and may hence want to incentivize their CEOs to invest.

Agency - “In the social sciences, agency
refers to the capacity of individuals to act
independently and to make their own free
choices.” - Wikipedia

Boards might also be unable to distinguish between growth from increased profitabil-
ity and growth from investment, and might overestimate the benefits and underestimate
the costs from investments. Or boards might be unable or unwilling to address potential
agency problems in their firms. CEOs often influence the selection of directors and may
have conflicting relationships with them. This compromises the efficiency of the compen-
sation setting process.

Agency Problem — “A conflict of interest
arising between creditors, shareholders
and management.” - Investopedia
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Institutional Ownership — “This term
refers to the ownership stake in a
company that is held by large finan-
cial organizations, pension funds or
endowments. Institutions generally
purchase large blocks of a company’s
outstanding shares and can exert
considerable influence upon its man-
agement.”

- Investinganswers.com

“It's only when the
tide goes out that
you learn who's been
swimming naked.”

— Warren Buffett, Investor
Net Worth: $47 Billion
(Source: Forbes Magazine, March
2010.)

Professor Partha Mohanram
Selected Articles and Papers

"“Using residual income to refine the relation-
ship between earnings growth and stock re-
turns,” Balachandran, S., Mohanram, P., Review
of Accounting Studies, 2010.

“Is Increasing Conservatism Responsible for
the Decline in the Value Relevance of Account-
ing Information?”, Balachandran, S., Mohan-
ram, P., Review of Accounting Studies, 2010.

“Are CEOs Compensated for Value Destroying
Growth in Earnings?”. Balachandran, S., Mo-
hanram, P., Review of Accounting Studies 2010.

“Is PIN Priced Risk?”, Mohanram, P., Rajgo-
pal. S., Journal of Accounting and Economics,
2009.

“Managerial Discretion and the Economic De-
terminants of the Volatility Parameter for Valu-
ing ESOs,” Bartov, E., Mohanram, P., Nissim,
D., Review of Accounting Studies, 2007.

“How Has Regulation Fair Disclosure affected
the Operations of Financial Analysts?” Mohan-
ram, P., S.Sunder, Contemporary Accounting
Research, 2006.

“Separating Winners from Losers among Low
Book-to-Market Stocks using Financial State-
ment Analysis,” Mohanram, P., Review of Ac-
counting Studies, 2005.

“Private Information, Earnings Manipulations
and Executive Stock Option Exercises” Bartoy,
E., Mohanram, P., The Accounting Review,
2004.

“Inferring the Cost of Capital Using the Ohl-
son-Juettner Model,” Gode, D., Mohanram, P.,
Review of Accounting Studies, 2003.

“Valuation of Internet Stocks — An IPO Perspec-
tive,” Bartov, E., Mohanram, P., Seethamraju,
C., Journal of Accounting Research, 2002.

(All papers are available online in PDF at:

http://www.rotman.utoronto.ca/facbios/view-
Fac.asp?facultyid=Partha.Mohanram)
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However, institutional investors can provide a monitoring role and mitigate some of
the inefficiencies in the executive compensation process. In addition, as institutional in-
vestors are sophisticated users of financial information, they are more likely to be able to
distinguish value enhancing growth in earnings from value destroying growth. Indeed, we

However, the positive ass¢ investment and compensa-
tion continues to persist even other words, the presence
of institutional ownership alonedpes not affect the attitude towards different sources of

earnings growth. But would that change-ifbased-en-investment philosophy?

Value-Oriented Institutional Ownership

Warren Buffet, the legendary value investor, explained his investment philosophy in one of
his annual letters to his firm’s shareholders: Most companies define “‘record” earnings as
a new high in earnings per share. Since businesses customarily add from year to year to
their equity base, we find nothing particularly noteworthy in a management performance
combining, say, a 10 per cent increase in equity capital and a five per cent increase in
earnings per share. After all, even a totally dormant savings account will produce steadily
rising interest earnings each year because of compounding.

We hypothesized thatvalue investors would consider growth from increased profitability
to be more valuable than growth from investment. Value investors would either influence
compensation practices to reward profitability or choose to invest only in firms where they
believe that incentives are appropriately aligned.

We found that holdings by value investors are incrementally associated with greater
sensitivity to earnings growth from increased profitability and decreased sensitivity to
earnings growth from investment. This suggests that value investors are able to correctly
identify that growth from increased profitability adds value while growth from investment
diminishes it.

Growth-Oriented Institutional Ownership

Growth investors are likely to focus less on short term earnings and more on investment,
which they may regard as necessary prerequisites for attaining future growth. Evidence for
this can be seen in prospectuses outlining the investment philosophies of growth funds,
such as the following from the Baron Growth Fund from February 2009:

Baron Funds is a long-term investor in businesses. It is not a short-term trader of stocks.
Its focus is on the long-term fundamental prospects of the businesses in which it invests
rather than on historical operating results or current earnings expectations.

Baron believes that historical results and the outlook for near-term earnings are often
not indicative of superior longer-term prospects that can be identified through research
efforts. Baron Funds attempts to take advantage of targeted opportunities, identified by
its research, to purchase what it believes are great companies with exciting prospects at
attractive prices.

We hypothesized that growth investors would consider growth from increased profit-
ability to be less valuable than growth from investment. They would either influence com-
pensation practices to reward growth from investment or choose to own stakes only in
firms where management are incentivized to invest. Indeed, we found that growth-oriented
institutions value growth from investments, even though such growth ultimately does not
deliver value.

These results can be interpreted in two ways. First, institutions can use their size and
cloutto influence the contracting process. Second, they might choose to invest only in firms
where the contracting reflects their preference. Our results could not distinguish between
these two explanations but did suggest why the association between growth from invest-
ment and compensation persists despite the presence of institutional investors.

The Effect of Better Boards

The fact that boards compensate CEOs for growth that does not add value implies that
boards either do not understand the dichotomy between value-adding and value-destroying
growth themselves or that boards exacerbate agency problems because they are ineffec-



tive or under the influence of management.

its governance indexTis\ow; ¢, when the board size is
e chairman also.

of independent directors is high; i,
small; and d, when the CEO is not

We found that none of the interactions were significant. Board quality does not play
a role in distinguishing between different sources of growth. Boards are not necessarily
intentionally facilitating suboptimal investment but rather are potentially unaware of the
implications of different sources of growth. CEOs are often strongly incentivized to deliver
growth in earnings even if that growth ultimately reduces value for shareholders. The pres-
ence of growth-oriented institutional investors exacerbates this problem with an increased
weight on growth from investment.

Conclusions

Earnings growth is a fundamental determinant in both equity valuation and executive
compensation. Growth from increased profitability is valuable to shareholders because it
is strongly associated with contemporaneous returns. Growth from investment is not as-
sociated with contemporaneous returns and negatively associated with future returns. It
is, however, strongly associated with growth in total CEO compensation.

Growth in compensation is strongly associated with grow
strongly associated with growth in investment. There is in fi
placed on growth from investment in determining compensag
than the weight placed on growth from increased profitability.

in profitability but also

That growth from investment is associated with growth in executive compensation
suggests a misalignment between measures used to reward shareholders and manage-
ment. The implication of these results is that compensation committees do not appear to
understand that growth from investment is less valuable.

Institutional ownership in general will increase the weight on growth from increased
profitability, but it does not reduce the weight on growth from investment. Value-oriented
institutional ownership, however, will increase sensitivity towards compensation growth
through increased profitability while reducing sensitivity to growth from investment. Simi-
larly, growth-oriented institutional ownership will increase the sensitivity of compensation
growth to growth from investment.

provided for growth from investment may be rel
managers who are adept at managing investm

Our results contribute to an understanding of the forces that influence top executive
compensation. They also highlight the importance of understanding the nature of earnings
growth in determining compensation. A financially literate board is more likely to differenti-
ate between growth from increased profitability and growth from investment.

A financially literate board is more likely to incentivize management appropriately.

Partha Mohanram is the CGA Ontario Professor of Financial Accounting at the Rogthan
School of Business at the University Of Toronto. This article is an abridged version/6f “Are
CEOs Compensated for Value Destroying Growth in Earnings?”, by Balachandrgr and Mo-
hanram, published in the Review of Accounting Studies, 2010 (Springer Sciengé+Business
Media, LLC.)

ram, visit the “Fac-

To view selected articles and papers authored by Professor Moh
Dsite at www.rotman.

Governance Index — There have been
various projects undertaken in the last
decade that attempt to set standards
by which to measure the governance of
companies, commonly referred to as a
governance rating or index.

Paul Gompers, Joy Ishii and Andrew Met-
rick created the “G-Index” in 2003. Ac-
cording to Volume 2 of the Handbook of
Law and Economics, “this governance in-
dex is constructed by considering various
charter amendments that would increase
the difficulty of a hostile takeover, state
takeover legislation to which the firms are
subject, charter provisions to indemnify
officers and directors, management com-
pensation arrangements following change
in control, and shareholder voting rights.

Gompers, Ishii and Metrick find a positive
correlation between stronger shareholder
rights and stock market performance.”

Loss Aversion — In “Sticks or Carrots?
Optimal CEO Compensation When
Managers Are Loss Averse,” Ditt-
mann, Maug and Spalt analyzed CEO
compensation contracts that consist
of stock, options and fixed compen-
sation in a model where the CEO is
loss averse. A CEQO's ability to man-
age investment may be one factor in
commanding higher compensation
at a company that is growing through
investment.

Sudhakar Balachandran is the As-

sistant Dean for Teaching Excellence
at the Samberg Institute for Teach-
ing Excellence at Columbia Business
School in New York. His teaching and
research interests are performance
measurement, corporate governance
and valuation.
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Offshoring: More Online Resources

Six online articles about financial and accounting outsourcing explore the concept from different angles

call centre employee in Bombay or Manila who answers
your questions about computers or calling card plans. It's
not of someone far, far away, doing your taxes.

I I he stereotypical image of outsourcing today is that of the

But Jeff Buckstein’s feature article, “Off-
shore Outsourcing: Opportunity or Threat?”,
goes to the heart of the controversy. Is off-
shoring an opportunity for savvy accountants
to exploit, or is it a threat that will lead to a
thinning of the professional ranks in North
America? As you ponder your answer, here are
six more articles (and one report) that explore
offshoring and outsourcing from different per-
spectives.

Risks And Rewards

Let’s begin with two articles that expand on as-
pects of Jeff’sarticle. “The Incredible Shrinking
Finance Department,” is a “hot off the press”
update on the subject of finance department
restructuring in the wake of the recession.
In the cover story of the November 1, 2010
issue of CFO Magazine (www.cfo.com), writer
Alix Stuart states that 17.3 per cent of the
finance roles at U.S. and European compan-
ies have already moved offshore.

With that in mind, it's worth going back
to an article written in 2005 called “Site Un-
seen?”, published in Financial Management,
the magazine of the U.K.-based Chartered In-
stitute of Management Accountants, which to-
day seems remarkably prescient. In “Site Un-
seen?”, writer Sanjeevan Valanju asks whether
offshoring destroys jobs, or does it create cost
savingsthatallow companiesto maintain high-
paying jobs back home? (To read the article,
type “Site Unseen?” into the search field at
www.cimaglobal.com.)

Corporate Finance Functions

Of course, if you're working in a senior corporate finance position
and outsourcing has caught your eye, | recommend two articles
that offer criteria in determining whether outsourcing is the right
fit for your organization. “Outsourcing the finance function: making
the decision,” published in the May 2010 edition of Insight, CIMA’s
e-magazine, can be found online at www.cimaglobal.com. “Finance
and accounting outsourcing — making an informed decision,” pub-
lished in the November 2007 edition of CMA Management, can be
found at www.managementmag.com.
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InfoSolutions

A BENEFIT FOR CGAS & STUDENTS IN THE
CGA PROGRAM OF PROFESSIONAL STUDIES

Looking for information to solve a
problem in your business,
organization or career?

Whether you need company profiles,
financial data, or articles on
everything from management trends,
interview skills or career advice — if it
exists, the professional research staff
at InfoSolutions will find it through the
wealth of resources at the University
of Toronto’s network of libraries.

InfoSolutions
Rotman School of Management
University of Toronto
Tel: 416-978-1912 or
1-800-810-8067
Fax: 416-978-1920
Email: infosolutions@rotman.utoronto.ca

Not-For-Profits

“Outsourcing Accounting Services” by Roma lhnatowycz, in the
December 2008/January 2009 issue of Association Magazine,
published by the Canadian Society of Association Executives, ex-
ploresthe success of the Canadian Library As-
sociation, which optedto outsourceitsfinance
functions to a former employee. Its executive
director, Don Butcher, states that FAO is not
a “one size fits all” scheme: “The smaller the
association,” he says, “the more likely there
are substantial cost savings involved in using
an outside firm.” (Read the full article online
inthe publications section atwww.csae.com.)

Outsourcing CFOs

Of course, not even senior finance positions
are unaffected by outsourcing. According to
“For Rent: Chief Financial Officer,” from the
September 22, 2009 issue of the Wall Street
Journal, some small-business owners are
“renting” chief financial officers rather than
hiring them. (To read the full article, visit on-
line.wsj.com and enter the article’s title in the
search field.)

Collaborative Partnering

Is outsourcing here to stay? According to PWC
it is. In a 2009 report, “Outsourcing comes
of age: The rise of collaborative partnering,”
PWC labels finance and accounting outsourc-
ing a “hot spot for growth,” but distinguishes
between core and non-core functions. One
has to wonder, however, after reading “For
Rent: Chief Financial Officer,” what the future
really holds.

(Tolocate the 24-page report, enterthe full
title in your favourite online search engine. Of
course, most of these articles can be found
through Google, especially by placing quota-
tion marks around the full title.)

Finally, while you’re pondering the risks and rewards of out-
sourcing, why not outsource your research needs to InfoSolutions?
If you'd like to learn more about a particular aspect of this topic or
any other, contact us. Our services are a free member benefit to
CGAs and students who belong to CGA Ontario.

Greg Barber is a business information specialist with InfoSolutions,
aresearchservice ofthe Joseph L. Rotman School of Management,
and a member benefit to CGAs and students in the CGA program.
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Tech Talk

My Winter Grab Bag

Bits and bytes from the information technology world plus a few fearless predictions for 2011

past January was interesting not for what appeared but for
what did not. The hero of the show was Apple’s iPad tab-
let — everywhere you turned you saw tablet competitors — but you
didn’t see the iPad itself. Nearly 100 tablets were unveiled at CES,
a show that also focused on 3D TVs and high-end “in-vehicle” wire-
less systems, but almost every conversation referenced the iPad.

I l he Consumer Electronics Show (CES) in Las Vegas this

Applejustdoesn’tlike to share the spotlight. It preferstolaunch
products at times and places of its own choosing. And why not?
2010 marked the triumph of the iPad. Everything else paled in
comparison.

Focus On Electric

Ford Motor Company captured some attention at the CES with the
unveiling of the Ford Focus Electric. Destined to hit the market near
the end of 2011, the car has a top speed of around 135km per
hour and mileage of around 100km per 2.5L of fuel.

Apparently it takes three to four hours to charge the Focus Elec-
tric, which at today’s electricity rates, may make it more costly to
operate than expected, but it does come with software (as part of
Ford’s deal with Microsoft) to help make use of off-peak electrical
rates.

Goodbye to the Past
Ironically, a dear friend of mine passed away over the holidays: my
trusty old Palm Tungsten T3. Its battery ran out, literally erasing
everything in its memory.

I bought my T3 in 2002. It was the best Personal Digital Assis-
tant (PDA) I've ever had. Originally used to remotely synchronize
data with my workplace MSExchange server (a task now done by
my BlackBerry), my T3 and | took MSWord notes together in the
field, looked up varieties of contact information, and even read e-
books, played games and watched movies together when we had
some time to Kill in airport lounges, bus depots and taxi cabs.

| like embracing technological change but | do believe in the
old adage “if it ain’t broke, don’t fix it.” Virtually every aspect of the
T3 can now be done by other tools. But most of the iPhone/iPod
apps are in their infancy compared to the more robustly featured
Palm apps of the day.

That will change, given time, but unless your employer lets
you consolidate all your personal and corporate applications, data
and multimedia into one device (mine doesn’t), you get stuck with
carrying multiple gadgets around.

Just like the modern toys, a simple “re-sync” of the erased
Palm T3 to its mother computer should restore everything back
to normal. But alas, that particular computer has long since been

retired from active service, and Palm had given up making device
drivers for the newer operating systems.

Say Hello to the Future

Walter Mossberg of the Wall Street Journal and David Pogue of
the New York Times have each declared that the tablet represents
“a new kind of computing” and has “a serious chance” of challeng-
ing the personal computer. So who am | to fight the trend?

2011: Year of the Tablets

2011 will be the Year of the Tablets. Not one tablet. Many tablets.
The BlackBerry Playbook. The Samsung Galaxy. The Motorola Xoom.
And of course the Apple iPad. Especially the Apple iPad.

Sure, tablets are, generally speaking, lousy for doing produc-
tive work, but they do excel at monitoring information — email,
websites, multimedia — and, given their size, | predict that they
will completely decimate the netbook marketplace in 2011.

2011: The Skies Clear for Cloud Computing
Cloud computing will take off in 2011. | know, | said that in 2010,
but really, it's going to happen this year.

We've been on the brink of it for ages but the growth of the
smart phone and tablet computer will push cloud computing to
the consumer and business forefront. People want easy ways of
sharing information between one device and another —something
much easier to do if the information in question is already stored
“out there,” rather than on a specific computer.

Take a look at the BlackBerry Exchange Server (BES), which
easily synchronizes your email, calendar and other applications
between your desktop, MSExchange and BlackBerry.

Similarly, Google’s Gmail, Apps and Picasa allow for content
to be stored, viewed, created and edited on one device, while the
results replicate to every other device you use. Apple, DropBox and
Microsoft are all working on applications that use cloud computing
as well.

In 2010 | waved goodbye to an old and trusted friend who
passed away on the cusp of a new era in gizmos and gadgets. |
loved my Palm T3 but it was incapable of taking advantage of the
new paradigms of cloud and group collaboration. | predict that I'll
find a new favourite gadget in 2011. cGA-

Grant Rowson, CGA, is an accounting software manager with BDO
Canada Technology Solutions, Inc., a frequent seminar speaker on
IT topics, and an expert contributor to The Bottom Line. In addition
to his CGA designation, Grant is a certified information systems
auditor (CISA).
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Tracy Lapointe, a global
professional in human
resources, offers six
proven and practical
steps leaders need to
take to put theory into
action and truly become

change practitioners

Driving Change: A Practical Approach in Strategic Initiatives

By Tracy Lapointe, HR Professional Magazine

OBEAN EFFECTIVE LEADER TODAY, you
I l must have sharp change-management
skills that you can put into action at a
moment’s notice. While theoretical information
is readily available, it’'s not easy to find practi-
cal guidance that actually improves the senior

leader’s ability to successfully lead change for
their organization.

Here are some proven and specific actions
a leader needs to take to truly become a change
practitioner who not only understands change
theory, but also can put that theory into action.

The Scope

Human resources and organizational develop-
ment (OD) are not usually tasked with piloting
the technical aspects of a strategic change, but
are expected to lead all elements that have a hu-
man component. Even if your organization does
not acknowledge there is a human element as-
sociated with the strategic initiative, there will be
an expectation that “people issues” will not be a
barrier to the plan’s success.

Theideathatany majororganizational change
can be carried out effectively without actively
managing the human element is absurd, but HR
and OD professionals often need to proactively
make a case for getting involved to pre-empt the
mostcommon causes of strategic initiative failure.
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HELP EMPLOYEES TO
EXPERIENCE CHANGE

The most senior leader
explains the change at

a meeting and allows
individuals to ask questions
and get answers without
fear of repercussion.

Allow employees to
physically interact with
objects that demonstrate
the change (e.g., if new
desks and chairs are going
to be installed, allow
employees to try a few
sample chairs).

Give a demo of any new
computer or technical
systems in development.
Invite discussion and
factor in time to address
questions and feedback.

More than 50 per cent of strategic change initia-
tives fail due to people-related issues, including
lack of clarity and trust, as well as neglect of the
cultural alignment necessary for success.

Human Complexity

Whetheryou are leading through a divestiture, ac-
quisition, centralization, process re-engineering,
restructuring or the international expansion of a
business, the human element of change is one
of the most challenging.

Humansare complex, diverse and driven by many
factors, including personal needs and emotions,
and many people will often have different perspec-
tives of the same event. For example, if an indi-
vidual believes they will lose their job as a result
of change and they don’t have other sources of
income, they are more likely to resist the change.

On the other hand, if people experiencing the
same change event have many immediate finan-
cial options available to them, they will likely be
much less resistanttothe change you are trying to
make. Now, if finances and security were all that
drove an individual, your role would be simple;
however, the reality is that these are only a couple
of the factors that influence negative reactions to
change.

Individuals may simply not like change, think a
change doesn’t make sense, believe they should



have been consulted or don’t trust the person who is trying to lead
them. The large number of elements that you need to evaluate can
seem overwhelming.

Step One: Get The Big Picture

It is important to start any strategic change initiative by under-
standing exactly what is changing and helping others understand.
After you've asked the who, what, where, when, why and how ques-
tions, you can evaluate the available information to help you fully
understand the rationale for the change and define what success
looks like.

For large strategic initiatives, go through the same inquiry pro-
cess for each phase to ensure clarity. These change milestones are
critical, as they group large change into manageable pieces (e.g.,
first we will move all the employees to the new building, then we
will introduce the new security system, then we will train associ-
ates on the new products, etc.).

It is also important to understand that the further a milestone
is in the future, the less information will be available. That's OK;
simply capture the available information and begin planning.

Step Two: Identify The Main Stakeholder Groups

For each of the milestones, you need to identify all the change
stakeholders. For example, if your change includes a restructur-
ing, retooling the business and offering a new product line, your
stakeholder groups will at least include the following;:

Affected employees
All individuals whose job responsibilities will change.

A Special Offer for CGAs!
Join the HRPA as an Allied Professional

Did you know that you can join the HRPA and receive
a comprehensive range of HRPA benefits? Due to the
strategic alliance signed in 2010 between CGA Ontario and
the Human Resources Professionals Association, CGAs may
join the HRPA through the “Allied Professional” membership
category at less than a third of the cost of general membership.

If you're a CGA who is also responsible for human resources or

strategic direction (which always includes a human component!),
then this member benefit may be just right for you. Join the HRPA
and receive access to the HRPA's Resource Centre, conferences
and professional development opportunities, affinity programs,
and even a subscription to HR Professional Magazine, where you
can read the news and views on the human resources profession,
including such articles as “Driving Change: A Practical Approach
in Strategic Initiatives.”

For more information, visit www.hrpa.ca, or call 416-923-2324
(toll free: 1-800-387-1311).

Step Three: Brainstorm Reactions to Change

Now that you’ve done the groundwork, you can brainstorm the re-
actions each stakeholder group will have to each change milestone
as well as the overall change. Ideally, the members of each stake-

Leaders bear the most responsibility for the success of change.
They need to paint a vision of the future.

Managers of affected employees

Those who will lead the affected employees through the change
while also ensuring the successful day-to-day operation of their
respective departments.

Executives of the changing division
These leaders bear the most responsibility for the success of the
change. They need to be able to paint a vision of the future, ex-
plain why the change is the right thing to do and lead the division
to successfully implement the change.

As a change practitioner, one of the most challenging parts of
your job will be making sure that these individuals are visible and
engaged throughout the change so they can generate support from
the entire organization.

Support functions

Human resources consultants, trainers and employee-relations
teams have to be prepared and available to assist management
and employees through the entire process.

Organizational management

The managers in the organization who are not directly affected
by the change need to understand what and why the change is
happening.

holder group should get together for this brainstorming session;
however, timelines often do not permit that level of involvement,
or the change is confidential and cannot be communicated until
the official announcement date.

If this is the case, hold a meeting with individuals who know
the stakeholder groups — e.g., HR professionals who will directly
support the affected employees through the change—explain the
change, outline the stakeholder groups you’ve identified and ask
for feedback.

Then break the change down by each milestone and discuss
possible reactions each stakeholder group will have when each
phase is implemented. It is essential to discuss both positive and
negative reactions. The stakeholders will have many questions,
including:

Why is the change taking place?

How will | be impacted?

Why was | chosen versus someone else?
What is the timeline?

What support is available to me?

What is the positive outcome of this change?
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Once you answer all the questions re-
lated to the first milestone, take a break
to allow the team to mentally prepare for
addressing the next step — developing an
action plan related to the first milestone.
If you continue brainstorming beyond the
first milestone without putting action plans
in place, you run the risk of your team be-
coming overwhelmed.

Step Four: Plan Action Steps for
Change Management Workflow
Communication playsavital roleinsuccess-
ful change management. Talk about what
can be done to address each stakeholder
group’s needs and helpthem move beyond
their first reaction.

Activities caninclude written communi-
cations, meetings, activities and opportu-
nities for stakeholders to get involved with
the change as it happens. HR needs to en-
sure each stakeholder group receives the
information they need, have time to digest
it and experience the change (see “Help
Employees Experience Change,” page 10)
before it happens.

You willidentify many different types of
actionsinthis step. Make sure you address
the needs of each stakeholder group in a
way that allows them to understand and

must understand the plan, have a method
to document updates and decisions and
manage the overall projectagainstthe plan.

The formality and detail needed in
the plan depends on the size, processes
and formality of your organization. As you
review the flow of tasks and communica-
tions timelines, remember that managers
legitimize change for the individuals who
report to them and this cascades through
the organization, from CEO to VP and so on.

If you do not provide enough time for
the manager to understand and prepare
for change, you create an immediate bar-
rier to effective rollout.

Step Six: Review and Revise

Manage the plan that you have created
and encourage continued feedbackateach
milestone. Holding post-mortem sessions
thatfocus on whatwentwelland what could
be improved upon can generate sugges-
tions that will help you to immediately im-
prove your change strategies going forward.

It does not matter what change model
or theory you use. The critical aspect of
successful change management is going
through a process to understand what the
change is and how it will impact individu-

The majority of change-management models
emphasize the importance of helping people
move through the various stages of change.

move through the psychological aspects of
the change and effectively move forward.

The majority of change-management
models, including William Bridges’ Transi-
tion Model, Kurt Lewin’s Three Stages of
Changes and John Fisher’s Stages of Per-
sonal Transition,emphasize theimportance
of helping people move through the various
stages of change.

Once you do this, you will be able to
explain to others — with professional data
to back you up — that every individual’s
change response is natural. The role of
the change leader is to help people move
through their reaction to the new reality.

Step Five: Implement Change and
Communications Plans

Now you are ready to put specific plans and
datestogetherto create youroverall change
and communication plan. Team members
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als putting a plan in place.

This will enable all stakeholder groups
to move through change efficiently and al-
low your organization to achieve its desired
results.

Tracy Lapointe is a global professional in
human resources andthe executive director
of organizational development and people
services at Nelnet, as well as Nelnet Career
Services, home of ResumeEdge. Nelnet
is an educational services company with
offices in the United States and Canada.

This article originally appeared in the
March/April 2010 issue of HR Professional
Magazine and has been reprinted with the
permission of the Human Resources Pro-
fessionals Association.
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1. Aftershock: Helping People
Through Corporate Change
by Harry Woodward

2. Beyond Certainty: The
Changing Worlds of Organiza-
tions by Charles Handy

3. The Dance of Change: The
Challenges of Sustaining Mo-
mentum in Learning Organiza-
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sultants by Michael Beitler

10. The Unshackled Organi-
zation: Facing the Challenge
of Unpredictability by Jeffrey
Goldstein



Flavian Pinto,
CGA

The Public Sector

Time for an Ethical Review

Recent headlines reinforce the need for ethical frameworks that inform all decisions

perks. The Canada Revenue Agency revokes the charitable

status of a Toronto poverty group. The Canadian Press,
citing documents obtained through the Access to Information Act,
announces that the CRA is considering “radical changes” to the
way charities issue donation receipts.

I l he Ontario Government announces a ban on public sector

Especially disconcerting was the news that some small tax-
preparation firms are offering clients fake donation receipts as an
extra service. Apparently standard paper receipts now issued by
charities are too easily faked, forged or finessed to cheat the fed-
eral treasury out of millions of dollars in taxes.

What's going on here? When events such as these are reported
in the span of just a few days, it's time for a review of the ethical
principles meant to guide behaviour in the public sector.

Ethical behaviour in the public sector has to meet a dual test:
it has to be ethical and it has to be perceived as ethical by the pub-
lic. These obligations compel public sector employees, managers
and organizations to function at a higher ethical threshold. When
managing public funds or the public trust, employees, managers
and organizations have to be beyond reproach.

Ethical behaviouris guided by behaviourthat provides the great-
est good to the greatest number of people and by treating people
with fairness in any given situation, when it comes to rights, du-
ties, needs and expenses. Factors such as public disclosure and
scrutiny, public awareness and concern, legislation and the court
system as well as a sense of social responsibility help to raise ethi-
cal standards.

On the other hand, a number of factors also contribute to the
deterioration of ethical standards: greed, social decay, competition
for dwindling resources, a stress on success at all costs, political
corruption, cynicism or distrust of government. The list is endless.

Public sector managers can fosterappropriate ethical behaviour
intheir organizations by demonstrating thatthere is a serious effort
toward social responsibility, as it relates to consumer protection
or helping the disadvantaged or improving quality of life, by being
fair with employees, suppliers, customers and the community and
by setting policies and guidelines that will help employees and
management to work honestly and with integrity.

Organizational ethics are influenced by strong business prac-
tices. A good starting point is the publication and distribution of
ethical policies or codes, which should be part of any organization’s
employee orientation program, including “sign-off” by employees,
adeclarationthatthey have read and understood the policies. Mak-
ing ethical practices a part of employee performance expectations
is also a good practice.

CGAs adhere to the Code of Ethical Principles and Rules of
Conduct. Guidelines such as these help to create a culture of
ethical conduct and accountability that permeates all actions and
decisions. Guidelines also create a framework that ensures con-
sistency and informs decisions across organizations. An effective
framework for any decision-making process would:

* (Categorize and consider all known facts in the process as well
as consider the nature and impact of the unknown.

* Identify any conflicting ethical principles (CGA Canada has
extensive information available on ethical principles through
PDNet).

* Review the options available and outline the pros and cons of
each option.

* Propose decisions based on study, interpretation and analysis.

* Review decisions to measure outcomes and compare the final
outcome to the desired result.

* Document the decision path to serve as an audit trail.

Emotional components are part of ethical dilemmas. Because
the accounting and management professions involve a consider-
able degree of interpretation, as well as the exercise of one’s own
judgment, it is inevitable that ethical dilemmas will arise in the
day-to-day practise of our profession. Frameworks allow for serious
reflection. They can help to ensure that management is comfort-
able with the conclusions reached and the path taken.

While I've used as an example CGA Ontario’s Code of Ethical
Principles and Rules of Conduct, the public sector actually has
a number of frameworks available to ensure accountability and
transparency. These include audits, accreditations, quality and
risk management reviews, program evaluations and complaints
and appeals processes.

The outcomes of audits and reviews are typically posted on
government websites for the benefit of the public. The public sector
has even implemented performance targets and metrics that are
posted subsequently on publicly accessible websites. One might
argue that the recent news of bans and “radical changes” is pre-
cisely due to the visibility created by such mechanisms. In other
words, “the system is working.”

But that would be setting the bar too low. Ethical frameworks
exist to inform decisions, not to identify and punish transgressions.
We have other mechanisms to accomplish that. I'm sure that the
public would have preferred never to have seen such headlines in
the first place. cga_

Flavian Pinto, CGA, is chief financial and chief information officer
of Community Living Toronto. Flavian has 30 years of public sector
experience in the health care management field.

FEBRUARY/MARCH 2011 21



Notes to Statements

Rule 514: Professional
Practice Registration

CGA Ontario reminds all mem-
bers that offering or engaging in
services related to professional
practice without registering with
the Association is grounds for
investigation and discipline. While
the Association has frequently
informed members of this injunc-
tion, its violation continues to be
the primary cause of discipline
proceedings.

Rule 514 of CGA Ontario’s Code
of Ethical Principles and Rules of
Conduct states, A member shall,
if engaged in the practice of pub-
lic accounting or the preparation
of compilation engagements or
tax returns part-time or full-time,
register in accordance with the
requirements prescribed by the
Association. This rule also shall
apply to members who own,
operate or control a profes-
sional corporation engaged in the
practice of public accounting or
the preparation of compilation
engagements or tax returns.

The following members were
recently disciplined for the breach
of this and related rules.

Aslam

Waseem Chaudary Aslam of the
City of Burlington was found in
breach of Rule 514 Registration,
Rule 515 Practice Inspection
Requirements, Rule 516 Profes-
sional Liability Insurance, Rule
601 Compliance and Rule 606(a)
Detrimental Actions.

Mr. Aslam prepared compiled fi-
nancial statements and personal
and corporate tax returns but
was not registered in professional
practice with the Association. The
following resolution was accepted
by Mr. Aslam:

1. Areprimand.

2. Payment of a fine of
$10,000.

3. Payment of the sum of
$3,000 as a contribution
toward the costs of the
Public Practice Manual, CICA
Handbook and insurance
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DISCIPL

not purchased for the years
2007, 2008 and 2009.

4. Suspension of membership
in the Association for a
period of three months.

5. Return of CGA Ontario and
CGA Canada membership
certificates to the Association.

6. Publication in Statements
and in a local newspaper.

Joshi

Vijay Joshi of the City of Pickering
was found in breach of Rule 514
Registration, Rule 515 Practice
Inspection Requirements, Rule
516 Professional Liability Insur-
ance, Rule 601 Compliance and
Rule 606 (a) Detrimental Actions
of the Association’s Code of
Ethical Principles and Rules of
Conduct (Code).

In preparing financial statements
and personal and corporate tax
returns when not registered in
professional practice with the
Association, Mr. Joshi benefited
from a public practice that he was
not permitted to undertake. The
following resolution was accepted
by Mr. Joshi:

1. Areprimand.

2. Payment of a fine of $5,000.

3. Suspension of membership
in the Association for a
period of three months.

4. Return of CGA Ontario and
CGA Canada membership
certificates to the Association.

5. Publication in Statements.

Kusoglu

Cem Kusoglu of the City of Kitch-
ener, was found in breach of Rule
509 Advertising and Other Forms
of Solicitation and Rule 514 Reg-
istration. Mr. Kusoglu offered pro-
fessional services to the public
through the Internet but was not
registered in professional practice
with the Association. He was rep-
rimanded and fined $1,000.

Leung

Frank Leung of the City of Scar-
borough was found in breach

of Rule 514 Registration, Rule
515 Practice Inspection Require-
ments, Rule 516 Professional
Liability Insurance, Rule 601
Compliance and Rule 606 (a) Det-
rimental Actions of the Associa-

NE NOTI

tion’s Code of Ethical Principles
and Rules of Conduct (Code) on
the following basis:

1. In May 2009, Mr. Leung
deregistered his public
practice with the Association.

2. When he deregistered, he did
not advise his clients that he
was no longer permitted to

provide professional services.

3. Despite being deregistered,
he continued to provide
services as an employee
to GE Group Accounting
Services, a company owned
by Mr. Leung and his wife.

4. Further, he continued to
represent to the public
through signage and
display of his membership
certificates that he was a
certified general accountant.

5. Itis contrary to the Code
for a member to provide or
offer to provide professional
services to the public while
representing to the public
that he or she is a certified
general accountant when he
or she is not registered with
the Association to do so.

Mr. Leung benefited from a public
practice that he was not per-
mitted to undertake. In making
its decision on penalties, the
discipline committee determined
that a member should not be
permitted to profit from his or her
breaches of the Code. As such, it
proposed the following resolution,

which was accepted by Mr. Leung:

1. Areprimand.

2. Payment of a fine of $7,500.

3. Payment of the sum of
$682.50, representing the
cost of the Public Practice
Manual and the CICA
Handbook that Mr. Leung
should have paid for 2009.

4. Payment of the sum of
$1,084.32, representing the
cost of professional liability
insurance that Mr. Leung
should have paid for 2009.

Furthermore, Mr. Leung agreed
that he will not offer services as
an employee to GE Group Ac-
counting Services until such time
as he has registered his practice
with the Association as required

C ES

and has met the Association’s
continuing standards.

Note: In April 2010, CGA Ontario’s
Professional Practice Entrance
and Continuing Standards was
amended to include, “(The)
registration rules also apply to
members who prepare tax re-
turns and/or financial statements
as employees of non-arms length
firms, that are not professional
accounting firms registered with,
and regulated by, their respective
associations. Such members are
required to register and comply
with the relevant entrance and
continuing standards of CGA
Ontario.”

Silverberg

Howard Silverberg of Woodbridge,
Ontario was found in breach of
Rule 509 Advertising and Other
Forms of Solicitation. Mr. Silver-
berg offered professional services
to the public through the Internet
but was not registered in profes-
sional practice with the Associa-
tion.

Mr. Silverberg also did not comply
with the prerequisites required in
order to operate a professional
practice. As such, he was found in
breach of Rule 514 Registration,
Rule 515 Practice Inspection Re-
quirements, and Rule 516 Profes-
sional Liability Insurance. He was
reprimanded and fined $2,500.

While the resolutions varied in
each of the cases, the breach of
Rule 514 and rules related to the
offering of fees for services with-
out registration is not tolerated
by the Association. As tax season
approaches and opportunities
abound for fee-for-work services,
CGA Ontario reminds all members
to be especially rigorous in adher-
ing to the standards and regula-
tions of their Association.

CGA Ontario’s Bylaws and Code of
Ethical Principles may be viewed
in the public section (Serving the
Public) of CGA Ontario’s website
at cga-ontario.org. Similarly, en-
trance standards to professional
practice may be viewed in the
professional practice section of
the secured members’ area, also
at cga-ontario.org.



Passings

In Memoriam

Lance Willis, CGA
Maxwell Burke, CGA
Narine Harrypersad, CGA
Robert McGregor, CGA

Jeffrey (Jeff)

Edwards, FCGA,

epitomized selfless

volunteerism and

a dedication to the

CGA designation. In

the words of Gord

Fuller, FCGA, the former executive
director of CGA Ontario, “Jeff was
a familiar, happy face to CGAs
throughout the province for more
than three decades,” while friend
and fellow CGA Judy Knops re-
called, “Jeff was the epitome of a
gentleman. They broke the mould
when they made him. And there
was nothing Jeff wouldn’t do for
his Association.”

Admitted to membership in 1965,
Edwards served the Association
in numerous capacities at both
the provincial and community
levels, chairing several provincial
committees and serving with
distinction as a member of the
board of governors. Noted for his
unfailing attendance at provincial
meetings, he attended more than
30 consecutive annual confer-
ences.

Edwards began his career as a
public accountant, practising

at the firm of W.D. Fazackerley,
FCGA, and serving for several
years on the Public Accountants
Council of Ontario. In later life he
became the owner of a manufac-
turing and supplies business in
Windsor, Ontario. He passed away
in November 2010. Jeff will be
missed by his extended family of
certified general accountants.

Thomas (Tom)

Grandy, FCGA,

served as the

third president of

CGA Ontario, in

1958-59. A “gentle

giant” in both size

and social stature, “his contribu-
tions to the Association’s growth
and development were pivotal,”

according to Gord Fuller, FCGA.
“Tom was the last survivor of the
small band of board members
who led our incorporation and
whose passion kept us alive dur-
ing some very challenging years.”
Born in 1918 in Georgetown,
Ontario, he served as a navigator
in the Royal Canadian Air Force
(RCAF) during World War Two.
Like many veterans of that war,
he was reluctant to discuss his
military service, and discretely
kept it hidden from friends and
colleagues. Harold Garland, a
past president of CGA Ontario
who also served in the RCAF
during WWII, once commented,

“I worked with Tom Grandy for
years. He was a wonderful guy.
He’d done a tour in bomber com-
mand, but the fact is, we never
talked about the war. Took me
years to find [that fact] out.”

In a letter to CGA Ontario, writ-
ten in 2007, Grandy recounted,
“When | finished my tour of
operations in bomber command
in 1945 | was discharged from
the RCAF and like many at that
time wanted to start a career so
| could get married. Having had
a start in banking, | decided to
study accounting and became a
CGA in 1950.”

Grandy had already joined the
Globe and Mail, “Canada’s Na-
tional Newspaper,” in the 1940s,
where he would ultimately rise to
the position of comptroller. Re-
spected by peers and colleagues
alike for his professionalism and
high ethical standards, he was in
charge not only of the newspa-
per’s finances but departmental
hiring as well. Editions of the
Globe and Mail from the 1940s
until well into the 1970s carried
classified ads for such positions
as “bookkeeper-typist,” “accounts
receivable ledger keeper,” “office
boy” and “experienced Sund-
strand [a combination adding
and typewriting machine] opera-
tor,” all reporting to T.C. Grandy,
Comptroller.

Grandy was a key figure in the

transition of CGA Ontario from a
branch of the then “General Ac-
countants Association” to an in-

corporated affiliate of what would
become CGA Canada. “| became
a CGA and a member of the
[then] General Accountants Asso-
ciation in 1950,” he once wrote,
“when there was no Ontario asso-
ciation and CGAs in Ontario were
members of either the Toronto or
Ottawa chapter of an association
based in Montreal.”

As a student, he had been in-
terviewed by the legendary T.H.
Frankling, who ran the Toronto
Branch from his office in the Mon-
treal Trust Building at 67 Yonge
Street, where Grandy immedi-
ately volunteered his services in
support of the Branch. In 1957,
when Leonard Brooks, FCGA, led
the drive to incorporation and
became the first president (today,
chair) of CGA Ontario, Grandy had
already served as chair of Toronto
Branch. He was elected president
of CGA Ontario, just two years
later, in 1958-59.

Not surprisingly, given the enact-
ment of the Public Accountancy
Act in 1950 (the year Grandy be-
came a CGA), the issue of access
to public accounting in Ontario
was important to Tom Grandy,
and he kept a keen interest
through the years in the advocacy
campaigns of the Association. In
2007 he wrote, “Over the years,
we struggled to get equality and
fair play but we were fought all
the way.”

He was 92 years old and living in
the Maritimes when he learned
that CGA Ontario had finally
achieved the right to issue public
accounting licences to our quali-
fied members. His message of
congratulations arrived in late
September 2010:

Many of those who fought for
professional equity are no longer
with us, but others took over
and are to be congratulated for
achieving authorized designated
body status. It seemed an insur-
mountable task at one time, but
CGAs, through hard work and
increasing numbers, achieved it
and are to be congratulated.

Tom Grandy passed away just
three weeks later, on October 11,
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2010. Survived by Betty, his wife
of 65 years, he will be remem-
bered fondly by his friends and
colleagues, and will always have
a place in the history of his As-
sociation.

Donald (Don) Hut-

ton, CGA, served

as manager of

admissions and

registration at CGA

Ontario for seven

years, beginning in

1998. Popular with students and
staff alike, he was instrumental
in the creation of a number of
degree partnerships between the
Association and post-secondary
institutions such as the University
of Calgary, Laurentian University
and SAIT Polytechnic.

Hutton was working as a profes-
sor at Georgian College when
hired by CGA Ontario and, ac-
cording to Brynell D’'Mello, CGA
Ontario’s manager of program de-
livery, “always intended to return
to teaching, because that was his
passion.” Ultimately, he would
return to teaching, in 2005, when
he joined the faculty of Durham
College as a professor, specializ-
ing in auditing, financial account-
ing and management accounting.

An affable man of many talents,
he fondly took an interest in

the lives of many others, most
notably fellow staff and his stu-
dents. “Don was the kind of man
who would sign his friends up to
receive daily recipes by email,”
recalled D’Mello, “and then would
get us to try the recipes and
share our notes with each other.
He was also something of a poet,
and would give people poems on
special occasions like birthdays.”

A dedicated mentor, “Don was an
amazing person who gave people
like myself the encouragement
they needed to become a CGA,”
said former Georgian College
student Karen Fisher, CGA. “He
was an inspiration, a smiling face,
a helping hand.” Survived by his
wife, Cheryl, Don Hutton, CGA, will
be remembered for many years
to come — especially by the many
CGAs whom he guided on their
pathway to success.
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