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In this issue

Editor’s Notes:
I’m very pleased to announce that we will be launching a new electronic magazine targeted at CAs and
CMAs in industry this coming fall. The new publication will offer insightful articles on a broad range of
topics of interest to members in industry, and will build on the strength of existing ICABC and CMABC
publications. As work on this new publication gets underway, we are pleased to offer a final issue of
Industry Insights, which features the following articles:

Editor’s Notes
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Personal Finance:
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Buying/Selling Real Estate Advice for First-Timers

Personal Finance:
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•

 uying/Selling Real Estate – Anita Chan, CA, and Austin Kay, both experienced real estate
B
agents, provide useful advice to first-time home buyers thinking about buying or building a
home.
Who Goes Bankrupt in BC and Why? Alana Orrell, CA, discusses several key findings from a
recent debt study by Sands & Associates, and explains how consumer proposals can be an
effective method to help individuals deal with their debt.
Purification: Your Start to Saving Taxes – Erin Swint, CA, explains the importance of
purifying your company in order to maximize the use of your capital gains exemption, which can
save up to $164,000 in tax.
Members in Industry Profiles – Industry Insights profiles two members in the arts and cultural
sector: Mary-Ann Moir, CA, vice-president of finance and administration with the Vancouver
Symphony Society, and Catriona Cheng, CA, director of finance and administration with the
Vancouver Opera.
Information and Technology Security Today – Joost Houwen, CISSP, CISA, PCI-QSA,
highlights technology trends, information protection, and important considerations for the
adoption of new technology.
Doing Business in the Cloud – Jarrod Levitan, CFA, looks at three critical forces behind cloud
computing and answers questions about cloud security, efficiency, and data protection.
Beyond Fancy Charts: How Leading Companies Are Turning Risks into Results – Wayne
Thompson, CA, shares some key findings from a recent Ernst & Young study on risk strategy
and risk management.
The Folly of Assessing Performance Numbers: Part 2 – Jon Palfrey, CFA, presents a
framework to compare and assess investment performance.

We hope you enjoy this last issue of Industry Insights, and we welcome your feedback and ideas regarding
the new publication. Please contact me at chiang@ica.bc.ca to share your comments.
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Buying/Selling Real Estate – Advice for First-Timers
By Anita Chan, CA, and Austin Kay

Choosing a realtor

T

here is an attractive allure to buying real
estate. As an investment, real estate has
offered one of the highest returns over the
past 30+ years. During this period of time,
property values in most urban centres across the
province have risen dramatically.
Many prefer real estate investments because they
are real tangible assets, as opposed to stocks and
bonds. Not to mention that real estate can provide
you with a comfortable place to live, and less
worry about being asked to move out by a fickle
landlord. Plus, once the mortgage is paid off, the
cost of staying in the property is relatively minimal.

When is the best time to buy?
As experienced real estate agents, we are often
asked: “When is the best time to get into the
market?” Our response usually goes like this:
The best time to buy real estate is...
• When you are ready to own your own property;
• When you have enough down payment for
this new investment; and
• When there is more supply than demand (if
you can time it properly).
Many buyers find it very hard to buy when the
market is slow, but that can actually be the best
time to buy because sellers may be more motivated.
On the other hand, if you are trying to get in the
market when the market is hot and very active, try
to do so near the beginning of the upswing to take
advantage of any gains.

If you decide to use a realtor to purchase a
property, a couple of important considerations are
to choose a realtor who is personable, and who
specializes in the area in which you prefer to live.
The role of the realtor is to provide you with valuable
market knowledge and to keep you informed of
all the new listings in your desired area.
Your realtor can serve as a useful guide by
explaining the pros/cons of each property, and
they may know which listings to stay away from
based on their contacts in the community. In
addition, your realtor can do a fair market value
analysis of places that interest you, as well as
preparing offers containing all the appropriate
legal clauses, and recommending specialists (such
as home inspectors, trades people, etc).
Sellers of properties typically pay the real estate
fees associated with selling. This includes the fees
of the buyer’s realtor. Therefore, the realtor who is
looking out for your interests will be paid by the
seller.

“Many buyers find it
very hard to buy
when the market is
slow, but that can
actually be the best
time to buy…”

Choosing an experienced and reputable builder
who has all the right trades and contacts is also
crucial. Then, hiring a good interior designer to
coordinate the woodworking details and interior
finishings is highly recommended.
We try to be involved with our builder clients
when they are designing the floor plans, and also
during installation to make sure the builder installs all the essential details required for best
resale.

Selling your home
If you are looking to sell your property, an important consideration, again, is finding the right
realtor who will best represent you during the
entire process. Every realtor runs their business
differently, so find out about their track record.
Ask them how they will market and promote your
property, and where they find their potential
clients. In addition, assess their ability to answer
your questions.
We suggest obtaining a detailed fair market value
analysis of your property so you know its anticipated value if you were to sell in the current
market. Your realtor can advise you on how the
market is performing and ensure that any offers
received have all the appropriate legal clauses in
place to protect you.

Building your own home
You can also build equity by custom-building
your own home. Custom-building a home can be
exciting and rewarding because you can potentially
save thousands of dollars sourcing out your own
contractor and supplies. Bear in mind, however,
that you need to be careful in selecting the right
contractor and suppliers to help you along the
way.
When we build homes, we always identify desirable locations first. The lots we choose for resale
purposes are typically rectangular in shape, because it is much easier to design a new home on a
regular-sized lot that allows you to maximize
home and yard space.
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Anita Chan, CA, and her husband, Austin Kay,
specialize in the sale of residential properties in
Vancouver and Richmond.
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Young CA Forum to Host Evening Session on Personal Finance
The Young CA Forum will be hosting an evening session on May 22, 2013, entitled: “Investing and financial management:
Practical tips to earn, spend, and grow your first million!” Come and listen to a panel of financial planning and investment
specialists, and leave with a better understanding of personal debt, the importance of credit scores, considerations
when investing for your future, estate planning, and the benefits of life insurance. Note: This educational session is not
intended to provide advice, recommendations, or offers to buy or sell any product or service. Mark this date on your
calendar and stay tuned for more details, or visit the ICABC’s events page at ICABC events.

Who Goes Bankrupt in BC and Why?
By Alana Orrell, CA

W

orking in the field of bankruptcy, I
spend my days meeting with individuals who have reached a critical
point in their lives: They are no longer able to
meet their financial obligations, and need to seek
professional help in order to deal with their
difficult financial situation.
I’m often asked: “Who are the people who come
to see you?” “What causes their financial difficulties?” “How do they view their choice to declare
bankruptcy or make a consumer proposal?” “Do
they believe that their future is brighter having
dealt with their debts?”

BC Consumer Debt Study
To answer these questions, Sands & Associates
conducted a BC Consumer Debt Study in 2012
that surveyed nearly 7,000 debtors from BC’s
Lower Mainland and Fraser Valley.1 The objective
of this survey was to understand: 1) the trends and
information that are contributing to and shaping
consumer debt in BC; 2) causes of insolvency; and
3) financial standings after filing bankruptcy or a
consumer proposal.

Key survey results:

The results from the 2012 BC Consumer Debt
Study show that when it comes to accumulating
debt, an equal number of males and females
in BC are sharing significant loads. However,
those between the ages of 40 and 54 are bearing
the heaviest load, with typical debts reaching
between $25,000 to $49,000.

Additionally, 44.5% of survey respondents cited
overextension of credit or unexpected expenses
as the principal causes of major debt accrual.
Job-related causes and marital/relationship breakdown were next, at 23.7% and 18.2% respectively.
1

Consumer proposals

Summary

A consumer proposal is a negotiated payment
arrangement where a person avoids bankruptcy by
paying off a portion of their debts—usually
30%—over a period of three to five years. A consumer proposal can be an effective and less severe
alternative to bankruptcy. It’s one of the least
known yet highly effective methods available to
help individuals deal with their debt.
The survey found that a high percentage of
debtors—79.5%—filed for bankruptcy rather
than choosing the consumer proposal route. This
finding suggests that many people facing financial
difficulties may not be fully aware of their options.
Increased public education around financial
management—including how to identify financial
red flags that could lead to uncontrollable debt,
and increased awareness of consumer proposals as
a proactive option for debt relief—is needed.

Overall, the results of the 2012 BC Consumer Debt
Study indicate that continued education of the
public—specifically the younger demographic—
would benefit our province. This added awareness
could result in a decrease in the ratio of bankruptcies
to consumer proposals, and lead to an improvement in the overall financial health of the average
BC consumer.

Using a trustee in bankruptcy
Another interesting finding shows that the
majority of those in debt attempted first to repair
their situations on their own without outside
assistance. Of the 75.8% of survey respondents
who eventually sought assistance from a trustee
in bankruptcy, the majority said they initially
believed that a debt-free future was unattainable.
Only 12.1% had a positive outlook about their
financial future before seeking outside assistance.
However, of this same 75.8% who sought help
from a trustee in bankruptcy, the vast majority
(80.3%) said they had a more positive outlook
about their financial future afterward, with more
freedom from the stress of debt. Clearly, this
finding suggests that seeking outside assistance
can be helpful.

Click here to access the BC Consumer Debt Study.
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Alana Orrell, CA, is an insolvency estate manager
with E. Sands & Associates Inc. Her primary focus is
the administration of personal and corporate bankruptcies and consumer proposals to creditors to assist
clients in resolving their financial difficulties.

ICABC Benevolent Fund
The ICABC Benevolent Fund
offers financial support to members
in need. All information is held in
the strictest confidence. To apply
for financial assistance, contact
David Chiang, Fund secretary, at
chiang@ica.bc.ca, or visit:
ICABC Benevolent Fund.
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Purification—Your Start to Saving Taxes?
By Erin Swint, CA

Inactive assets:

I

f you operate your business through a corporation, you may have heard the term
“purification.” You may even have wondered
aloud: “I thought that only mattered if I was
going to sell my shares... I’m never going to sell
my business, so why should I worry about that?”;
or “I can only sell the assets of the company, so I
don’t care about qualifying for the lifetime capital
gains exemption (CGE), so who really cares if the
company is ‘pure’?”

Purification
Making sure the company is pure is one of the
first steps that can potentially save you taxes.
In an income tax context, purifying a company
means taking the assets not used or needed in the
active operations of your business out of the corporation. A pure company is one that: a) is using
all or substantially all (somewhere around 90%)
of the fair market value (FMV) of its assets in
active operations at the time the shares are disposed
of by way of sale, transfer or deemed disposition;
and b) has used at least 50% of the FMV of its
assets in the active operations of the business over
the last 24 months.
When you meet these criteria (and other more
specific criteria which I have intentionally left out
in order to make this example straightforward),
you may be able to use your CGE to shelter all or
a portion of the gain on the share disposition.
With approximately $164,0001 of tax savings per
$750,000 of available CGE, the upfront planning
done can result in significant tax savings.

Depending on the nature of the corporation’s
inactive assets, ongoing purification may be as
simple as removing excess cash by paying down
trade payables or debt, or by issuing cash dividends
to shareholders.
Other inactive assets can include some of the
following items: marketable securities; rental
property; and/or an investment made in the shares
of your child’s company for his or her venture of
the moment.
Commonly, these other inactive assets are removed from the operating company by a method
known as a “related person butterfly,” which is a
series of transactions undertaken to move assets,
with accrued gains, from one company to another
without triggering income tax. Although the
process of purification is simple in concept, in
practice there are a number of tax provisions (such
as income tax, HST and PST) and facts particular to each situation that need to be dealt with
(example: whether to pay a cash dividend to
shareholders). If not, the purification may not be
on a tax-deferred basis, and may result in double
or triple tax.
So you need to do it right. To that end, getting
expert assistance is highly recommended. A little
planning up front can save you a lot of money
down the road.

Erin Swint, CA, is with Squire and Company in
Abbotsford, where she specializes in taxes.

Based on the 2012 highest marginal income tax bracket for BC residents, when federal and provincial
income taxes are combined ($750,000*50%*43.7% = $163,875).
1
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Common “unexpected”
situations when you want a
pure company:
1. A big player in the industry
wants to buy out your company
and is willing to purchase your
shares.
2. A competitor is willing to buy a
portion of your customer list that
you no longer wish to service.
The competitor wants a cheaper
price, while you want to take the
money personally rather than
extracting it out of the company
later. You negotiate a hybrid
transaction wherein you sell
shares but the purchaser gets
the client list they want.
3. You are getting divorced, and
your spouse wants a large
payout. Using corporate dollars
or financing (and using the CGE
to get the money out without
paying personal tax on up to
$750,000) could be cheaper
than funding the payout
personally.
4. Y
 our business partner wants to
retire and travel the world, and
is willing to sell you her shares
of the company.
5. Y
 ou’ve been in a tragic accident.
Now your estate is dealing with
the tax bill on the deemed
disposition of your shares on
death.
If you encounter these situations
without having a pure company,
it’s likely too late to do any
significant restructuring to fix the
problem areas. So, plan ahead.
Purifying a company may be a
little more time-consuming and a
lot more costly if the assets have
accrued capital gains. (Because of
the costs involved, it is often
prudent to consider your retirement
and succession-planning objectives
at the same time.)
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Member Profile – A Q&A with Mary-Ann Moir, CA
“Exposure to so
many industries
[during my CA
training] was key in
determining the
direction I wanted
my career path to
take, which
eventually led me
to the not-for-profit
sector.”
Mary-Ann Moir, CA, VP Finance & Admin, Vancouver Symphony Society

M

ary-Ann Moir graduated from Simon Fraser University with a bachelor of business
administration, and went on to article with Deloitte & Touche in their Vancouver office. In
1997, she joined the Vancouver Symphony Society (VSS). As vice-president of finance and
administration, Mary-Ann is responsible for overseeing all of the financial and information technology
aspects of the VSS, as well as working with the Vancouver Symphony Foundation and consulting for
the Vancouver Symphony Orchestra’s School of Music.

1. How has your CA helped you in your present career?
Mary-Ann: “Training to be a CA exposed me to the operations of many different companies and
how they are managed. I have been able to understand different business processes and apply them
in my current position at the Vancouver Symphony Society. Exposure to so many different industries
was also key in determining the direction I wanted my career path to take, which eventually led me
to the not-for-profit sector.”

2.	What would you like to see accomplished in our community
to advance the arts?
Mary-Ann: “The arts are such a vibrant and important part of the Vancouver community. Along
with providing entertainment in music, theatre, and dance, the arts add to the economy by employing
many people in both artistic and administrative capacities, as well as providing significant economic
benefits to many restaurants, bars, catering companies, parking companies, and suppliers of many
different kinds of business materials and equipment. In addition, many arts organizations have
educational programs, which add to the development of children of all ages.
“I would like to see the corporate community gain a better understanding of the arts, in terms of
both their social and economic impacts, and, accordingly, support and invest in all arts groups at a
higher level.
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“It is also important for all levels of government to continue to see the profound
importance of the arts. Governments need to
not just see their financial support as grants—
but rather, as the same kind of economic
investment that they make in health, education,
and business. And it is important that they not
only continue their support and commitment
to the arts community, but that they also allow
this community to grow.”

3.	What advice do you have
for CAs just starting their
careers?
Mary-Ann: “Find something that you enjoy
and are passionate about (whether it’s the
industry, the people, or the community). Also,
consider a career in the arts or not-for-profit
sector, which can be challenging but very
rewarding too.”
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Member Profile – A Q&A with Catriona Cheng, CA

C

atriona Cheng is the director of finance
and administration for the Vancouver
Opera, a Canadian arts organization
highly regarded worldwide for its productions and
education programs. As director of finance and
administration, Catriona’s responsibilities include
financial reporting, strategic planning, risk management, business scenario analysis, budgeting, cash
flow management, financing, and human resources.
During her spare time, she volunteers as a language
interpreter for a not-for-profit organization in
Vancouver.
Prior to joining the Vancouver Opera, Catriona
was a senior manager in audit services with
KPMG, where she focused on clients in the public
sector, including local governments, charities, and
not-for-profit organizations.

1. H
 ow has your CA helped you
in your present career?
Catriona: “Being a relatively new CA with
limited industry experience prior to joining the
Vancouver Opera, I found the initial transition
into industry somewhat challenging. However,
my growth as a CA has been tremendous
through educational and professional training,
as well as through client exposure in public
practice. Working with some of the brightest
individuals in the financial community during
my career has honed my strategic and analytical
capabilities in challenging situations outside of
my field of expertise.
“Also, the exposure to clients in varied
industries has allowed me to accumulate and
apply a range of financial tools and best practices
to my current position.”

“It is important to
have a job that you
look forward to on
a daily basis.”

Catriona Cheng, CA, Director of Finance & Admin, Vancouver Opera

2. W
 hat would you like to see accomplished in our community
to advance the arts?
Catriona: “I would like to see more done to attract new audiences to opera, theatre, classical
music, and other art forms, and more done to make the arts a greater part of the civic profile.
“At Vancouver Opera, we have ticketing options and programs to help younger patrons feel
welcome. We also try to make opera more accessible to different communities through public events,
like our Opera Speaks series, and we’re active in the Downtown Eastside though our Jim Green
Night Before the Opera Program, where we open our dress rehearsals to residents of this community.
“We’re currently planning to expand our community involvement by opening our new home—the
O’Brian Centre for Vancouver Opera—up to different groups. We have rehearsal space, a library,
and many resources that could help advance the arts in our community. We’re also investigating
some technological initiatives that we hope will help bring our art to greater numbers of people.
“Also, in spring 2013, we are remounting our critically-acclaimed First-Nations-inspired
production of the Magic Flute. When it was first performed in 2006-2007, we collaborated with the
First Peoples’ Cultural Council to produce a series of community events, and we’re doing this again
in 2013.”

3. W
 hat advice do you have for CAs just starting their careers?
Catriona: “There are many career paths that open up once you have your CA. I would recommend
pursuing a career in a field that interests you—something that you are passionate about.
“It is important to be working in an industry that is enjoyable and rewarding, and to have a job
that you look forward to on a daily basis. Be open-minded to the idea of “dipping your feet” into
industries that you may not be familiar with.
“Take risks. You never know—you may make a career out of it!”
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Information and Technology Security Today: What You Need to Know
By Joost Houwen, CISSP, CISA, PCI-QSA

N

ew technologies continue to change the way we work and communicate. But while there is
great potential to use emerging technologies to improve products and services, adopting these
new technologies can be expensive and time-consuming. In addition, there are security risks
and potential privacy issues that need to be assessed.
Recent news coverage of local and global data breaches has only added fuel to the public’s growing
concern about the protection of information. In addition, the number of attacks on smaller organizations
in North America is increasing; these attacks may be financially or politically motivated.

Information technology trends
Across North America, there are a number of common trends for information technology. These include:
• A continued focus on cost-effective technology to ensure that technology is not just cheaper but also
smarter;
• Improved access to new technologies, giving advanced tools to even the smallest organization;
• Increased employee mobility, which has increased the demand on IT organizations;
• Growth in mobile applications (though most organizations lack direction);
• A renewed interest in risk management across the organization;
• Growth in selective outsourcing with multiple providers and business partners;
• A new focus on data mining, with “big data” as the hot trend; and
• The emergence of a more mature view of the “cloud,” which is moving beyond marketing and pilot
deployments.

The changing IT environment
For many organizational IT environments, a number of new and emerging (or maturing) technologies
are making an impact, including:
• Virtualization for servers, client, networks, and storage;
• Bring-your-own-device initiatives for employees and contractors;
• The evolution of the network environment (new connectivity standards, mobile workforces, and
greater interconnection with business partners);
• Identity management and “federated” models, which are creating a more dynamic IT environment
for the provision of access to IT resources;
• The increased frequency of ERP migrations, especially for smaller organizations moving from older
or unsupported environments; and
• Greater acceptance of social media platforms, such as Facebook and Twitter, in the corporate environment.

6. Prepare for incidents that could have an impact on the business, such as natural disaster
scenarios or information breaches (such as a
lost laptop).

Technology adoption
considerations
The following are important considerations for
the adoption of new technology:
• Even simple technology implementations can
lead to significant consequences, such as privacy
incidents;
• Demands from the organization will continue
to drive IT to react;
• Planning is critical for organizations of all sizes;
• IT investments should result from a plan or
strategy set out by the organization;
• IT spending should be tied to specific business
issues or benefits, and purchases should be
considered long-term investments; and
• There are usually implications for ongoing support costs, both in terms of dollars and effort.

Conclusion
While information technology and information
security topics can be intimidating to non-technical
professionals, such as those in financial or executive roles, it is vital that leaders in any organization
ask questions of the IT groups handling sensitive
information. Luckily, good information technology
and security practices go hand in hand with good
business processes.

Information protection – a growing concern
Organizations of all sizes deal with many types of information, with varying degrees of sensitivity. Such
information can include personally identifiable information (PII), credit card information, or sensitive
business information. Canadian privacy legislation sets out very specific requirements for the collection,
use, and protection of such information. For example, all merchants that accept credit cards as a form
of payment, and all service providers involved in the processing of credit card transactions, are required
to be compliant with the Payment Card Industry Data Security Standard (PCI DSS).
While every organization should be concerned about targeted attacks, it is far more common for
organizations to experience issues resulting from basic system misconfiguration, such as not changing
default passwords, or not addressing basic web vulnerabilities.
Some key steps all organizations can take to balance these concerns:
1. Understand the information that is held, even temporarily, and determine its sensitivity;
2. Be aware of and document third-party relationships and responsibilities;
3. Keep an up-to-date inventory of all assets and configuration documentation;
4. Have a proactive plan in place for managing and protecting information, and for ensuring that it’s
available to the right people at the right time;
5. Ensure basic protections are in place for both physical and electronic forms of information; and

Joost Houwen, CISSP, CISA, PCI-QSA, is the
western practice leader for IT security at Grant
Thornton.
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Doing Business in the Cloud
By Jarrod Levitan, CFA
This can be a big red flag for many organizations,
such as those in health care and financial services,
which may have compliance and privacy requirements. When dealing with providers, ask where
your data and backup will reside and how long
they will reside there.

Can I trust the cloud?

E

verybody seems to be talking about cloud computing. And with good reason—it’s the next
evolution already changing the way we work. In fact, the cloud is now inescapable. If you think
your business is not relying on the cloud, think again:
• Using a smart phone? It wouldn’t exist without the cloud.
• Consider your website, Google Search, YouTube, online banking, Expedia, LinkedIn, Gmail,
Salesforce.com, Skype, VoIP, etc. The list of popular and essential cloud-based business services
keeps getting longer. Any exchange with an external system will likely touch a cloud-based service.

What is cloud computing? The cloud represents a business philosophy of not directly managing how
your applications run or how they are deployed. Instead, you expect these applications to perform, and
pay cloud vendors to take care of the infrastructure and solve problems that may arise.

The three critical forces behind the cloud
The cloud is enabled by:
1. The Internet, which can be viewed as a giant interconnected web of data centres, servers, personal
computers, mobiles, and sensors. The cloud serves as a replacement for a computer’s hard drive, offering
virtual data storage and web-based data access. At its root, cloud computing is the decoupling of
hardware services from service delivery; it is essentially a utility, operating on a pay-per-use model.
2. The open-source software movement, which provides super low-cost key operating and distribution
systems, like Linux, Java, and MySQL; and
3. Virtualization, which allows us to separate servers and offer their CPU, memory, and storage capacity
as a utility for better efficiency (before virtualization, each server hosted only a few applications and,
on average, used just 20% of its capacity).

Is your data safe in your server room? Maybe, but
now imagine if your data is behind the best firewall, and under the control of the best network
security engineers money can buy. Would that not
be more secure? Cloud vendors can offer best-ofbreed security, which could be better than yours.
It’s worth looking into, as in most circumstances,
it could be more advantageous to host externally.

What happens if my application
provider disappears one day?
It is important to check the cloud provider’s history and viability before making your choice. In the
case of smaller, newer providers, make sure that
you’re able to get a back-up copy of your data.
Also, you may want to ask for an example of what
that data looks like to determine its portability to
another provider.

Will the cloud improve my
business?
These new tools provide options to collaborate,
automate, and share data—offering productivity
increases in key areas of your business. And by
providing access to similar technology, the cloud
puts small businesses on a level playing field with
Fortune 500s.

Driving it all are smart phones, storage demand, social media, and “big data”—a new term you will
hear more and more in coming years. These powerful forces are skyrocketing demand for computer
resources, where new billion-dollar data centres are struggling to keep up.

Common FAQs on the cloud
When considering cloud applications, here are some key questions to ask yourself or your vendors:

Where is my data?
The jurisdiction in which your data resides has implications, collectively known as “data sovereignty.”
If a Canadian company hosts with a US cloud provider, like Rackspace or Amazon, for example, the
PATRIOT Act allows the US government to access this company’s data without a subpoena.

Jarrod Levitan, CFA, is with Trinimbus, a division
of Optimus Information.
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Beyond the Fancy Charts – How Leading Companies Are Turning
Risk into Results
By Wayne Thompson, CA, CIA

“Top-performing
companies were
found to have a
high level of risk
awareness and
discipline
embedded into
their corporate
cultures."

C

ompanies with mature risk management practices outperform their peers significantly on a
number of financial metrics. These are the results of Ernst & Young’s recent study, turning risks
into results, which involved more than 500 interviews and over 2,500 analyst and company
reports. With more than a decade in the risk management business, I had always suspected this to be the
case, but I didn’t have the data to prove it until now.
With so many companies now claiming to have risk management in place, it begs the question: What
differentiates those that are starting on their journey, from those that are on the newer side of a
maturity continuum?
In my work, I routinely assess the maturity of risk management functions—typically to assess the
level of reliance I might place on their work output, or to provide management with recommendations
for optimizing an existing function. The Ernst & Young study demonstrates that leading organizations
not only have better results, but also share some similar traits. Organizations looking to optimize performance should pay attention.

Key findings from the 2013 study:
1. Enhancing your risk strategy
This involves clear engagement and sponsorship at the board and executive level. An enhanced governance
structure, board-level reporting, and communication give rise to improved visibility, accountability, and
transparency—essential ingredients for better strategic management. Central to an enhanced risk strategy
is a board-approved risk management policy—one that establishes clear accountabilities, materiality
levels, and the all-important risk management framework and ranking criteria.

2. Embedding risk management into corporate culture
Top-performing companies were found to have a high level of risk awareness and discipline embedded
into their corporate cultures. Their people demonstrated not only a good understanding of what could
go wrong (the hazard effect), but also a good understanding of what could be “even more right.” In
addition, their people were attuned to the impact of their decisions on the ultimate realization of business
strategy.

The more sophisticated risk-ready organizations I
work with clearly distinguish themselves in this area.
These organizations generally filter corporate policy
and key business decisions, including businessplanning processes, through a consistent risk lens.
A materiality criterion is applied to limit the
assessment to the most significant risk events. This
approach, supported by strong messaging from
the executives, goes a long way towards embedding
risk management in an organization’s DNA.

3. Optimizing risk management
functions
As organizations grow, their risk, control, and
compliance functions often become more fragmented, siloed, and misaligned. Left in this state,
these functions can have an adverse impact on the
governance oversight and on the business itself.
Examples of this include redundant and/or inconsistent communication to management and the
board.
Leading organizations align the mandate and scope
of these functions by using consistent methods,
tools, and practices, including a consistent risk
vocabulary and risk ranking criteria. In my experience, these elements are usually encapsulated in a
well-documented risk management policy that
has been adequately communicated.

Continued...
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An optimized risk management function should have mechanisms in place for independent assurance
on those controls that inform residual risk ratings. This independent assurance is typically provided
through close alignment with internal audit and other assurance functions of a similar nature.

4. Enabling risk management
Organizations that have turned the corner and are well on their way to an established function (meaning
one with a “middle” maturity rating) typically have an engaged and effective executive champion.
Depending on the size and geographic reach of the business, technology solutions are sometimes
needed to drive efficiencies in core risk management processes.

In summary
Regardless of where an organization is rated on a maturity continuum, there is no right or wrong
approach. Risk management is—and should always be—about a collection of processes that helps an
organization consistently look out into the future and around the corner, with a more focused perspective
on the hazards that could take the organization off track, and/or on the opportunities that could propel
the organization towards its objectives. With this brighter perspective, your risk management program
should also include a properly documented risk response strategy for the most significant risk events.
It is my firm belief that good risk management does not have to be complicated or costly. If the outputs
of your risk management activities are not used to inform the most important decisions within your
organization, the desired results might themselves be at risk.

CICA Corner
Members in Industry Online Resource Centre
Visit the CICA’s Members in Industry Online Resource Centre to find a list of top resources, including
publications, webinars, online content, and other tools on selected topics designed to help you manage
your organization and your career. The Centre also includes a direct link to professional development opportunities offered by the CICA and the provincial and territorial institutes/Ordre. For more
information, go to: CICA Members in Industry Online Resource Centre.

Federal Budget Commentary
The CICA, in co-operation with the provincial CA institutes, has produced the 2013
Federal Budget Commentary. This timely, in-depth commentary is ideal for accounting
professionals in industry who need to stay on top of the changes that may affect their
business. Order your copy of the 2013 Federal Budget Commentary (priced at $230)
today by contacting Audrey Ong at the ICABC at 604-488-2641 or ong@ica.bc.ca.

Money Smart Living
A Canadian’s Guide to Money Smart Living provides simple every day solutions to deal
with money matters. Starting with the basics, this informative publication helps readers become more comfortable with the topic of money in the household. Order your
book by visiting www.CAstore.ca/moneysmartliving.

Taxpayers' Ombudsman offers new electronic complaint form
The Taxpayers’ Ombudsman has recently announced the introduction of the office’s electronic complaint form. The electronic complaint form offers taxpayers a more convenient way to submit their
service-related complaints using a secure online application. To learn more about the application or to
submit a service-related complaint, visit www.oto-boc.gc.ca/mkng-eng.html or call 1-866-586-3839.
Remember that regular email cannot be used to submit complaints or to ask questions about your tax
situation. Also remember that information such as your social insurance number or personal tax details
should never be sent to the Office of the Taxpayers’ Ombudsman using email.
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Wayne Thompson, CA, CIA, leads Ernst & Young’s
risk advisory practice in Vancouver.

UNIFICATION UPDATE
CPA Canada was established on January 1,
2013, and the CICA and CMA Canada
merged their operations on April 1st to
become the new national body for a unified
profession. To find out the current status of
unification in BC and across Canada, visit:
Working Together for a Stronger Future.
In BC, the ICABC and CMABC have signed
a Merger Agreement and have petitioned the
government to change their legislation and
establish CPABC. Both organizations have
been working toward merging many operations
and members’ services effective April 1st, and
are in the process of implementing a detailed
transition plan.
Also, on February 26, CGA-BC announced
their intention to re-enter discussions with
the ICABC and CMABC to support the
unification of BC’s accounting profession.
The ICABC and CMABC will continue to
move forward on the unification process, and
will bring CGA-BC up to date on the status
of the merger as they consider their next steps
in rejoining talks.

April 2013

10

The Folly of Assessing Performance Numbers: Part 2
By Jon Palfrey, CFA
Create a benchmark

E

valuating investment performance can
reduce the risk of making incorrect and
costly decisions. However, this requires a
prudent investor to spend time conducting their
due diligence to make sound comparisons and
worthwhile conclusions.
In the December 2012 edition of Industry
Insights, I discussed the most common pitfalls
faced by investors when assessing the performance
of their investments. In this edition, I present
a framework to compare and assess investment
performance.

Part 2 – The “Real” Return
An absolute return target
The portfolio return required to meet an investors’ capital preservation, accumulation, or income
requirement should be known. Typically, it is
expressed as a real return above inflation (i.e.
CPI + x%), so that the purchasing power of the
capital and the income is maintained over time.
This can be the most important metric for comparison purposes. However, the importance of this
metric is often overlooked in rising markets. When
markets are strong, it appears to be an easy target
to achieve; whereas, in falling markets, it is often
out of reach—even for a diversified portfolio.
Therefore, it is imperative to use a realistic time
period when comparing the absolute return on a
portfolio. Compounded annual returns over a
time period of at least four years will give a sense
of how the returns are tracking compared to the
needs of the investor. It’s also beneficial to look at
“rolling time periods” by considering four-year
time periods each year; this will highlight how
often the portfolio tracks ahead of the target, yet
smooth the market’s ups and downs over the
shorter term.

For a portfolio based on one asset class, such as Canadian stocks, this is a relatively easy approach. A
publicly available index most closely matched to the securities can be used and evaluated on a long-term
basis. Use pre-fee returns for the comparison.
For a diversified portfolio comprised of domestic and foreign stocks and bonds, a benchmark can be
built using appropriate weights for each part of the portfolio.
The time period can be a rolling four-year time period, but there is also something to be learned from
annual returns. Isolating strong up or down markets will give a sense of whether the portfolio is more
aggressive or conservative compared to the markets.
The simple objective over time is to ensure that an investment portfolio is “beating the market.” However,
this relative analysis should be done in conjunction with an absolute return analysis.
Example:

Portfolio Composition
30% Canadian Equities
15% US Equities
15% International Equities
35% Fixed Income
5% Cash & Equivalents

Benchmark Make-Up
30% TSX Composite
15% S&P 500
15% MSCI EAFE
35% DEX Universe
5% 91 Day T-Bill Index

Compare to other investment managers
This may be the easiest comparison, but also not the most important.
There are reams of sources to choose from, but one source that I often use is globefund.com, which
provides the average and median performer in numerous categories of investments. This analysis can
help an investor determine where their manager stands in terms of their peers, and, quite often, a
quartile or percentile ranking can be assigned over various time periods.
This type of analysis does not determine whether the investment is right for an investor’s objectives,
but it will show how an investor would have fared with another manager, selected with the benefit of
hindsight. It may be worthwhile developing a comparison matrix similar to the example below:
Example:
Your Portfolio

3 Months

1 Year

3 Years

4 Years

5 Years

X.XX%

X.XX%

X.XX%

X.XX%

X.XX%

Highest in group

X.XX%

X.XX%

X.XX%

X.XX%

X.XX%

Median in group

X.XX%

X.XX%

X.XX%

X.XX%

X.XX%

Average in group

X.XX%

X.XX%

X.XX%

X.XX%

X.XX%

Lowest in group

X.XX%

X.XX%

X.XX%

X.XX%

X.XX%

It can take a lot of work to determine how an investment is actually faring. However, if this analysis is
completed, it can provide useful information that substitutes for the anecdotal and often emotional
assessments that are made without the facts.

Jon Palfrey, CFA, is a senior vice-president and portfolio
manager at Leith Wheeler Investment Counsel Ltd. in
Vancouver. Leith Wheeler provides portfolio management
services for the CA Education Foundation. This article is not
intended to provide advice, recommendations, or offers to
buy or sell any product or service.
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Member Updates and Resources
ICABC PROFESSIONAL DEVELOPMENT RESOURCES
Our ICABC PD Department has various options to deliver PD training to you:
EXECUTIVE LEADERSHIP PROGRAMS

The CFO as Navigator – June 18-21, 2013; Whistler, BC
Do you have a desire to do more, be a complete CFO, and lead a best-in-class finance function? Do
you feel that a broader knowledge base may augment your already considerable finance/accounting
knowledge? Are you interested in learning about new tools and methods to add value to your enterprise?
Do you want to go beyond the “stovepipe” finance function? If so, then this program is for you.
Register before April 15, 2013, to receive the early-bird discounted fee.
THE

Controllership Program
OPERATIONAL SKILLS

The Controllership Program – Operational Skills
September 22-25, 2013; Whistler, BC
Are you responsible for management and financial reporting? Do the business managers look to you for guidance? Are you trying to improve controls, reporting,
and accountability? Would you benefit from meeting peers and discussing state-of-the-art developments that affect financial managers? If you can answer
“yes” to these questions, then this program is for you. The Controllership Program is the definitive program for aspiring or new controllers, and for experienced
controllers who wish to refresh their base skills and knowledge.
Register before July 15, 2013 to receive the early-bird discounted fee.
For more information on these executive leadership programs, contact Stella Lam-Leung, CA, at lam-leung@ica.bc.ca, or visit Executive Leadership Programs.

IN-HOUSE PRESENTATIONS
In-house presentations are cost-effective and flexible seminars tailored to fit your needs. By arranging a location of your choice and selecting a time that works
for you, PD can be presented to meet the specific needs of your audience.
For further details, visit In-House Presentations or contact Moira Bryans, CA, at 604-488-2640 or Kitty Leung at 604-488-2642.

ONLINE PD SEMINARS
The ICABC is pleased to continue offering fundamental two-day seminars converted into two-month interactive online modules. Many members have told us
that this convenient, economical, and interactive seminar delivery system is a perfect alternative for those who have difficulty attending our seminars, and/or
who want to experience a new and innovative way of learning. Titles include:
• ASPE: A Survey of the Standards
• Auditing in the New CAS Environment
• IFRS: A Survey of the Standards
• Income Tax Planning Refresher: Corporate Tax
• Income Tax Planning Refresher: Personal Tax
For further details, visit Online PD Seminars, or contact Stella Lam-Leung, CA, at 604-631-2570 or Kitty Leung at 604-488-2642.

PD AUDIOWEB
PD AudioWeb (formerly PD on Audio) are direct recordings of a selection of live Executive Breakfast and half-day PD seminars. They are available as
downloadable MP3 audio files, and any corresponding handout materials are provided as PDF files. PD AudioWeb offerings are eligible for verifiable CPD
credits after successful completion of a quiz.
For further details, visit PD AudioWeb or contact Stella Lam-Leung, CA, at 604-631-2570 or Kitty Leung at 604-488-2642.
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ICABC PROFESSIONAL DEVELOPMENT - SAMPLE PD PROFILES FOR THE SPRING PD PROGRAM
An example of PD profiles based on course offerings available in the ICABC’s spring PD program:
Career Path: Business Ownership or Executive Management
Financial & Stakeholder Expectations

Processes & Operating Activities

Most Popular Titles:
• Income Tax Planning Refresher for Corporate Tax
• Getting a Grip on RDTOH, CDA, and Other Tax Accounts
• Business Valuations: Introduction
• Members in Business and Industry PD Day
• Victoria Professional Development Conference Day
• Creating a Financial Plan
• Crushing Debt: What They Aren’t Telling You About
Canadian Government, Bank, and Household Debt
• Enough Bull: How to Retire Well Without the Stock
Market
• Personal Investing
• Smoke & Mirrors: Financial Myths that will Ruin Your
Retirement Dreams

Most Popular Titles:
• Information Technology Conference
• Excel courses
• iPad – An Effective Business Tool
New Titles:
• Ten Practical Topics for CFOs & Controllers
• Excel Modeling Techniques: Functions, Filtering & Pivot
Tables
• Excel Modeling Tips & Tricks
• Financial Modeling – DCF Valuation Analysis
• Financial Modeling – Merger Modeling
• Google is Not Enough for Accountants: The Best Search
Tools You’re Not Using

New Titles:
• ASPE: Real Estate Industry
• Understanding and Implementing Business Succession
Strategies
• Let’s Fix that Bottom Line! Achieve Your Competitive
Advantage!
• PST Essentials

Customer & External Relationships

Organization & Culture

Most Popular Titles:
• Clear Thinking/Clear Speaking
• Get More Power From Your Brain
• Professional Presence
• Sharpening Your Business Writing Skills
• Winning Edge Negotiation Skills

Most Popular Titles:
• Time Management: The Essentials of Productivity Skills

New Titles:
• Communicating with Difficult People: Strategies for CAs

New Titles:
• Improving Governance in the Not-for-Profit Sector
• Manage Your Time and Your Life: Resilience and Life
Balance
• What Do People Want? Motivating Yourself and Others

Career Path: Finance Department – Management
Financial & Stakeholder Expectations

Processes & Operating Activities

Most Popular Titles:
• ASPE: A Survey of the Standards
• ASPE: Disclosure and Presentation – From Standards to
Words
• IFRS – Financial Statement Presentation & Note
Disclosure
• IFRS Resource Exploration and Mining Industry Basics
• Income Tax Planning Refresher for Corporate Tax
• Getting a Grip on RDTOH, CDA, and Other Tax Accounts
• Members in Business and Industry PD Day
• Victoria Professional Development Conference Day

Most Popular Titles:
• Information Technology Conference
• Excel courses
• iPad – An Effective Business Tool

New Titles:
• ASPE: Real Estate Industry
• COSO Undone – A Concise Understanding of the New
COSO and Other Internal Control Topical Issues
• PST Essentials
• The Controllership Program

New Titles:
• Integrated Management Practices and Controls that
Enhance Business Efficiencies and Strengthen Control
Environment
• Project Management: As If People Mattered
• Project Management: Fundamentals for Success
• Ten Practical Topics for CFOs & Controllers
• Practical Strategy Execution
• Excel Modeling Techniques: Functions, Filtering & Pivot
Tables
• Excel Modeling Tips & Tricks
• Financial Modeling – DCF Valuation Analysis
• Google is Not Enough for Accountants: The Best Search
Tools You’re Not Using

Customer & External Relationships

Organization & Culture

Most Popular Titles:
• Clear Thinking/Clear Speaking
• Get More Power From Your Brain
• Winning Edge Negotiation Skills

Most Popular Titles:
• Time Management: The Essentials of Productivity Skills

New Titles:
• Communicating with Difficult People: Strategies for CAs

New Titles:
• Manage Your Time and Your Life: Resilience and Life
Balance
• Standing Up for Yourself – Without Knocking the Other
Person Down
• What Do People Want? Motivating Yourself and Others
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ONLINE RESOURCES: MANAGING IN INDUSTRY TOOLKIT
Visit our website at www.ica.bc.ca to access a collection of tips, links, and resources designed to help you thrive in your role in industry. The following are
some of the many online resources designed to assist you with day-to-day issues:

Business Tools

Managing Yourself & Others

Staying Onside

> The Business Environment
> Financing
> Developing Business Strategies
> Information Technology
> Controller’s Checklist

> Managing Yourself
> Communication Skills
> Managing People & Teams
> HR Issues
> The Art of Leadership
> Problem-Solving & Decision-Making

> Ethics
> Public Practice Licensing
> Employment Standards
> Human Rights
> Workers´ Compensation
> Environmental Regulations

PROFESSIONAL DEVELOPMENT
SPRING 2013 PD PROGRAM
Our PD website at www.icabc-pd.com features
our Spring 2013 Program, which offers scores
of titles, including new titles for MII, and runs
from May through July.
Some new titles from our spring
2013 program for industry
members
• May 27 - Ten Practical Topics for CFOs &
Controllers
• June 3 - Project Management:
Fundamentals for Success
Communicate
in Spring 2013
• June 7 - Excel Modeling & Techniques:
Functions, Filtering & Pivot Tables
• June 7 - Excel Modeling Tips & Tricks
• June 13 - PST Essentials (other dates also
available)
• June 14 - Project Management: As if People Mattered
• June 14 - Standing Up for Yourself Without Knocking the Other Person Down
• June 18 - Google is Not Enough: The Best Search Tools You’re Not Using
To register for PD courses, call 604-681-3264 or 1-800-663-2677 (toll free in BC), or email
pdreg@ica.bc.ca.
IT’S NOT TOO LATE TO PURCHASE A 2012/2013 PD PASSPORT
They are still available for purchase and are good until July 31, 2013. Save up to 40% off
seminar prices with the Personal or Flexi PD Passports.
UPCOMING CONFERENCES
Information Technology Conference 2013
June 13-14, 2013, Vancouver Convention Centre West
Victoria Professional Development Conference Day
June 20, 2013, Westin Bear Mountain, Victoria
Members in Business and Industry PD Day
June 25, 2013, Vancouver Convention Centre West
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