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Alberta’s distinctive attribute, as characterized by the people who live here, is our response to a challenge. Be
it managing our economy, our finances or our entrepreneurial spirit, we tend to forge our own way, facing
challenges head-on and adapting to change as it comes. So how are we dealing with the challenges of today?
American businessman King Whitney, Jr., speaking to his sales force, once said: “Change has considerable
psychological impact on the human mind. To the fearful, it is threatening because it means that things may
get worse. To the hopeful, it is encouraging because things may get better. To the confident, it is inspiring
because the challenge exists to make things better.”
If the response of Albertans to the change around us, in the economy and in our great neighbor to the south,
are any indication, we are indeed inspired. In fact, the Albertans we spoke to and who contributed to this
edition of the Better Business Advocate are characteristically optimistic about not only how we can find ways
to survive this economic maelstrom, but how we can take advantage of it, as Merge Gupta-Sunderji, CGA
suggests. Certainly there is an optimism even in the oil and gas sector that we can take advantage of the
new economic and international relations policies which may come from the administration of U.S. President
Barrack Obama. Despite the very public beating the industry is taking from the media and the public-at-large,
(anyone else cancel their National Geographic subscription?) there is a distinct feeling that an opportunity is
there to grasp. CGA Chief Executive Officer John Carpenter also suggests public policy can benefit by taking
advantage of the downturn in government revenue - and the resulting decrease in spending demands – to
build a new savings infrastructure to be in place for when the next boom arrives.
There are other changes afoot which are unrelated to the global economic mess or the green movement:
the impending departure of the baby boomer generation from the workplace and the implementation of
international financial reporting standards. Both will have a major effect on how we do business.
Perhaps the rest of the country has the right to demand more of Alberta. Maybe the auto industry, for
example, would do well to import a few Albertans who can show them the Alberta two-step to help them
deal with their own challenges – change your position and stick your hand back in your own pocket.
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GOING
AGAINST
THE GRAIN
A Contrarian
View to Common
Recessionary Tactics

by Merge Gupta-Sunderji, MBA, CGA, CSP

ick up any newspaper, any
magazine, or just listen to the
radio or television. The experts
and pundits will tell you we are
in the midst of an economic slow-down.
The credit crisis, the weakening Canadian
dollar, rising energy costs, and pressure from
off-shore competitors are all contributing
to widespread economic uncertainty. And
in response, most Canadian companies
are scaling back: laying off employees and
eliminating discretionary expenses. But is
that really the wisest course of action? The
answer is a resounding NO. Right now,
in fact, is the best time to make strategic
investments (read: spend money) in human
capital. Investments made in people today
will not only help you weather the current
storm, but will also make you stronger and
more competitive for when the economic
tornado blows over (and it will).

P

Think of the present economic situation as
a storm racing toward you, and you have
two choices. You can either board up the
windows, tie down anything that isn’t fixed,
and head for the basement. If you’re lucky,
the worst of the hurricane will miss you,
and when you come up later to survey the
damage, perhaps it won’t be too serious.
Unfortunately, this is the course taken by
most Canadian companies today. But, you
can take a contrarian approach. You can
invest in and train the best people, walk
right into the eye of the storm to survey
the situation, and deliberately seek out the
newly-created opportunities just waiting to
become reality. The choice of which option
to select is yours, but the promise for longterm preservation and creation of value lies
decisively in the second one.
No matter what the pundits say, business

opportunities abound right now.
Companies are panicked and retreating,
leaving market needs unmet and niches
open. These prospects and possibilities are
not obvious; they’re not the low-hanging
fruit just waiting to be picked off the tree.
They are accessible, but they’re up at the top
of the tree, obscured by other foliage, and
you will need to apply effort and energy to
get to them. Which is exactly why you need
intelligent, resourceful and articulate people
to help you find them. Fortuitously enough,
these smart, creative and communicative
people are also suddenly very available. You
see, your short-sighted competitors have
either released them into the marketplace or
have stopped investing in them, and if you’re
visionary enough to seize the opportunity,
you can grab hold of them.
But don’t just invest in getting the best
people, invest in them. Whether you’ve just
brought them on board or they’ve been
with you for a few years, now is also the best
time to invest in training and development.
If your business volume is down, it means
your people actually have the time to
attend training events and professional
development conferences. Such events
not only add to their collective intellect and
aptitude, they also create opportunities

to make contacts and exchange ideas.
Remember, the other people attending
these events and conferences come from
organizations which have also chosen
to take the contrarian view and invest in
training and development. Making contacts
and exchanging ideas in such a forum
will position your business even better to
respond effectively to short-term challenges
and put you on the leading edge to plan for
recovery and long-term prosperity.
Bottom line, unequivocally, right now is the
best chance in years to seek out the cream of
the crop in terms of human capital. It’s also
a prime opportunity to invest in training and
development. But all investments require
the outlay of funds. Remember the old
adage: you’ve got to spend money to make
money! The question is: do you have the
vision and chutzpah to seize the moment
and act on it?

Merge Gupta-Sunderji, MBA, CGA, CSP,
is a speaker/author who turns managers
into leaders. www.mergespeaks.com
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THE NEW
AMERICA
by Magdalena Matracki

e is the promise of the New
America, a shining spotlight to
a better future. U.S. President
Barrack Obama has fuelled the
imagination of many around the globe, but
has he also crushed the dreams of Alberta’s
oil and gas economy?

H

During the presidential campaign, Obama
promised to lead the U.S. away from
consumption of carbon-intensive fuel, and
since then, the depiction of Alberta as an
oil-soaked monster seeping tar-like goo has
intensified. His fiscal stimulus plan includes
tougher fuel-emission standards, renewable
energy sources and a statement on banning
U.S. addiction to “dirty” oil. This was taken
as a direct threat to the future economic
well-being of Alberta, potentially turning
the oil and gas industry’s top consumer into
a formidable opponent.
American demand has been a key part in
Alberta’s plan to establish itself as a top
international oil producer. The industry
had allocated $170 billion to mega-sized
projects as it geared up to boost production
to 3.5 million barrels a day over the next
decade, most of which was slated for export
to the U.S. While the recent economic
downturn has scaled back or put projects
on hold, economists said oil sands operators
would dust the cobwebs off blueprints
and mega-sized project plans in the near
term. Then came Obama and his “green
revolution.”
Yet as he became America’s 44th President,
Obama’s hard stand softened. His February
visit to Canada showcased a more
cooperative approach, perhaps because he
was more educated on what the industry
had already done.
“President Obama’s visit to Canada
highlighted the importance of Canada
and the U.S. working closely to address
economic, energy and environmental
concerns,” said Maureen Cormier, CGA,
Vice President, Corporate Controller at
Suncor Energy Inc. “We are encouraged
by his recognition of the significant role
4

the oil sands can play in addressing the
energy security needs of the United States,
the ability for new technologies to address
environmental challenges, and the positive
impact the oil sands industry has on the
Canadian economy.”
Canada, which supplies one-fifth of U.S.
crude imports – mostly from Alberta – will
continue to be an instrumental provider of
a secure and viable solution for America’s
energy needs. The industry says that
Alberta’s 175 billion barrels of reserves
fall in line with Obama’s plan to reduce oil
dependence on politically unstable and
hostile countries. Petro-Canada’s President
and CEO, Ron Brenneman, highlights the
importance of Alberta’s supply in a speech
made in New York last February. “A full 87
percent of the world’s (known) oil reserves
are state-owned or state-controlled – by
countries like the members of OPEC and
Russia. Only 13 percent is openly accessible
to international oil companies – companies
like Exxon or BP or Petro-Canada. Even
more impressive is that almost half of that
accessible oil – 6 of the 13 percentage points
– is in the oil sands,” said Brenneman.
But many have questioned whether
expansion of oil sands supply is consistent
with environmental protection. Media

prefer to vilify oil sands operators and the
moniker ‘dirtiest oil on earth’ has plagued
the industry. National Geographic splashed
images of unsightly tailings ponds across
the pages of its March edition, Forest Ethics
and two northern Alberta First Nations ran
an ad in USA Today showing Canadian oil
oozing over a map of the United States. The
unfortunate incident of a few hundred dead
ducks have made Alberta a hot topic among
environmental organizations.
Now the industry is starting to tell their
side of the story. According to a Canadian
Association of Petroleum Producers (CAPP)
initiative launched to gather views on the
industry, Canadians believe it is possible to
develop the oil sands while protecting the
environment, however, they don’t believe
that companies are doing enough. “CAPP
has established a website and has begun
to spread the word about the positive
steps the industry is taking to mitigate
the environmental impacts of oil sands
development, and Suncor is pleased to be a
part of that initiative,” said Cormier.
As an example, Cormier explained, over
the past five years Suncor has decreased its
per-barrel water usage by nearly 50 percent.
They have reduced GHG emissions by 44
percent since 1990 and they are on track to

reclaim their first tailings pond next year.
In light of what the industry is doing,
Brenneman believes most criticism of
the environmental aspects of energy
development comes from misperception
and myth. For example, the view that oil
sands are all about mines, with no reference
to in-situ, is a misconception, as is the
perception that oil sands operations are
the number one contributor of greenhouse
gas (GHG) emissions in the world. The truth
is, the industry has undertaken numerous
environmental initiatives to reduce impact,
and has been doing so for many years.
“Oil sands account for less than 1/10th of
one percent of the world’s GHG emissions,”
said Brenneman. Most of the carbon
footprint from any barrel of oil, up to 80
percent, comes from burning the gasoline
and diesel made from the oil – not during
the production.”
Brenneman also dispels the myth that
oil sands development leaves behind a
wasteland the size of Florida. “The truth
is that over the past 40 years, oil sands
mining has disturbed 1/100th of 1 percent
of the boreal forest in Canada. In total, to
date, 162 square miles. That’s one-thirtieth
the size of greater Los Angeles. And unlike
urban development, the oil sands mines are
being reclaimed once they’re depleted,” said
Brenneman.
Fortunately, recent discussion between
Obama and Prime Minister Harper on “clean
energy” technology will let both countries
use fossil fuels while generating less
pollution, aligning energy development and
environmental protection.
Cormier is encouraged by Obama’s
cooperation on the oil sands. “He recognizes
the significant environmental challenges
that lie ahead, but also frames the need to
address them in terms of meeting the United
States’ energy security needs.” Cormier said.
Brenneman is also optimistic. “The U.S. can
continue to access a growing source of
secure energy, Canada secures an attractive
market and the public wins with the right
environmental policies,” he said.
After more than 14 years working in
numerous financial aspects of major
international oil and gas companies, Alan
Beaulieu, CGA, thinks the environmental
challenges facing the industry today
provide opportunity for Alberta. “Alberta
is becoming world-famous owing to the
negative press on the oil sands,” he said.
“Alberta could become a poster-child for the
sinister side of the global warming debate.
The opportunity for Alberta is to respond to

this in a way that demonstrates leadership
on issues such as carbon capture.”
And Alberta has responded. According
to industry officials, they are persistently
focused on improving performance. Oil
sands operators have been consistently
breaking new ground in green technology,
and Alberta has become a leader in
implementing green programs.
As well, 18 months ago, the Alberta
government implemented a simple form
of cap and trade program with a price on
carbon for large emitters like oil sands plants
and coal-fired power generation. “In the first
six months of operation, it has resulted in 1.3
million tonnes of carbon credits purchased
from projects that reduce emissions by
that amount and $40 million of balancing
compliance contributions to a fund to
develop new technologies to address
climate change.” Brenneman admits it’s a
modest beginning, but it’s a start.
Alberta’s government has also pledged
$2-billion dollars to kick start capturing and
storing carbon emissions from coal power
plants, heavy-oil upgraders and, potentially,
the oil sands.
Jeffery Fitzner, CGA, CEO of Fort McMurraybased Casman Group of Companies provides
construction services to oil sands operators.
He praises the industry’s advancement
and believes it falls in line with the pursuit
of clean energy. “The whole focus of Fort
McMurray has been on technology and
harnessing technology. It’s taken decades to
make the oil sands viable in the first place.
It’s an evolving art,” he said.
Not only are oil sands operators setting the
bar high for the industry, but contractors are
also upping their own standards. Many Fort
McMurray companies, including Fitzner’s,
outshine their North American counterparts
in quality management systems, leadership
in energy and efficient design certification,
and ISO environmental certification.
“That’s the way of life in Fort McMurray. The
emphasis on protecting and safeguarding
Canada’s energy supply has been a mantra
here. Oil sands companies individually and
collectively have a phenomenal emphasis on
environmental responsibility. Not only do
they recognize it, they reward it.”
With international demand for energy
consistently rising, industry representatives
believe the shift to green, while already
beginning, will take time.

development has become difficult due to
tight credit markets,” Cormier said. “But like
we have always done, we will continue to
strive for even better environmental and
financial performance. Even with these
challenges, there are many gains to be had.”
Experts believe the industry is decades away
from finding a universally-accepted, stable
alternative energy supply. The industry
has an uphill battle turning biofuels, wind,
solar and hydropower into a consistent and
feasible form that could quench the world’s
thirst for energy. Fitzner upholds that Alberta
has an important role as a source for secure
energy. “It’s important to look at alternatives
now but at the same time, we need a stable
source of supply and a stable industry to
access those resources in the future.”
Fitzner agrees Alberta has an opportunity
to lead by example. “Let’s raise the bar,
let’s create a smaller carbon footprint and
let’s continue to manage our resource in a
manner that is going to benefit Albertans
for generations to come. Technology,
consultation, information and education will
help us get there.”
Brenneman maintains that environmental
protection is not just an energy industry
matter. “Canada’s energy industry has shown
it is willing to invest money, technological
‘know-how’ and time into this effort. But we
can’t do it alone. It will take the combined
efforts of other industries, government,
regulators and consumers,” he said. “And
because both energy development and
environmental protection matter, we must
get this right. I believe the makings are
there. We just have to pull together to make
it happen.”

Ron Brenneman is Petro-Canada’s
President and CEO.
Alan Beaulieu, CGA, has more than 14
years working in numerous financial
aspects of major international oil and gas
companies.
Maureen Cormier, CGA, is Vice President,
Corporate Controller for Suncor Energy Inc.
Jeffery Fitzner, CGA, is CEO of Fort
McMurray-based Casman Group of
Companies.

“Development of greener technologies
takes time, is often commercially unproven,
and access to capital for research and
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The
Leadership
Vacuum
by Nick Tasler, Eric Thomas, and Lac D. Su

he mass exodus of Baby Boomers
from the workplace has already
begun. While the financial crisis
has forced some to postpone
retirement for a couple of extra years,
the majority are still planning their leave.
Canadians approaching retirement are
the fastest-growing demographic in the
country, accounting for nearly one-third of
the population. Statistics Canada says the
number of retirement-aged Canadians in
the workforce will continue to increase — in
less than 10 years, one in five people in the
workforce will be aged 55 to 64.

T

What will the struggling economy engine
lose when Boomers settle into the quiet
life? Boomers hold the majority of major
leadership roles in the workplace, and their
retirement creates a leadership gap that
must be filled by the next generations. The
question is, are their successors up to the
challenge?
TalentSmart, a leading provider of cuttingedge psychological assessments for personal
development and corporate learning, has
been working to determine what exactly
constitutes a high quality leader. What
they have discovered is that emotional
intelligence (EQ)--the ability to recognize
and manage one’s own emotions and
those of other people--is the single most
important skill of a successful leader.
TalentSmart research shows that emotional
intelligence accounts for as much as 58
percent of job performance in supervisors
through to CEOs.
After conducting assessments on how
future leaders stack up with current
leaders, TalentSmart found a huge gap
between Boomers and Millennials in selfmanagement. When it comes to managing
their emotions, Baby Boomers are much less
prone to fly off the handle when things don’t
go their way.
So what challenges does the Boomer exodus
present?

The Baby Boomers enjoyed a significant
numbers advantage over the generation
they followed, which meant they had a
deeper talent pool from which to pick their
leaders. The exact opposite is true today, as
Boomers outnumber the next generations.
If only to replace the sheer body count
of Boomers in leadership positions, the
youngest and soon-to-be largest generation
in the workforce has a big gap to fill.
Culturally, the distinctions between Boomers
and Millennials can hardly be overestimated.
Coming of age watching cable television
during its infancy versus growing up
watching TV on cell phones is just one small
difference that has helped shape two vastly
different outlooks on work and life. In the
workplace, Boomers are used to a structured
work environment with planned face-toface meetings, overtime and the occasional
weekend at the office. Generation Y, on
the other hand, has never lived in a world
without telecommuting, business via
Blackberry, and text messages crafted with
code words that stump even the most tech
savvy among the older generations.
While Millennials’ approach may be different
than Boomers, many would argue that it isn’t
any worse. Actually, when you consider how
knowledgeable and technically proficient
they are, Millennials might even have a leg
up on their predecessors in the Information
Age. Their results-only attitude might finally
break free of the mind-numbing Office
Space environment where workers are
measured mostly by the hours they spend
staring at their computer, instead of how
efficiently they produce results.
An increasingly downtrodden economy

6

and shaky future mandates that future
leaders possess critical leadership skills.
Can these skills be cultivated in the
younger generations? What are the
possible explanations for this chasm in selfmanagement skill between the experienced
and youthful?
Research indicates self management skills
appear to increase steadily with age: 60-yearolds scored higher than 50-year-olds who
scored higher than 40-year-olds and so
on. This means the younger generation’s
deficient self-management skills have little
to do with things like the effects of growing
up in the age of iPods and MySpace. Instead,
Gen Xers and Millennials just haven’t had
as much life in which to practice managing
their emotions. That’s good news as core
leadership skills in the younger generations
will be developed through time.
Today’s ultra-competitive, fast-paced global
marketplace won’t afford the time to sit back
and wait for the aging process to run its
course. Despite the slumping economy, most
boomers will retire sooner rather than later.
Talented twenty-somethings need to be
prepared for leadership roles today. If they
are not taught how to manage themselves,
is it reasonable to expect them to lead the
economy toward a prosperous future?

Nick Tasler is Director of Research and
Development at TalentSmart.
Eric Thomas is a Researcher and
Consultant for TalentSmart.
Lac D. Su is the Director of Strategic
Alliances at TalentSmart

Weathering
the Storm
by Magdalena Matracki

s the global economy teetered
and came crashing down,
Canada was thought to be
strong enough to withstand
the impact. But now, battered and bruised,
it is no question the Canadian economy
has been knocked off balance. Job loss,
wiped out pension plans and plummeting
stock markets are now taking their toll
on Canadians. Experts are forecasting
turbulence ahead, suggesting Canadians
take action to insulate themselves against
the strong winds of the prevailing storm.

A

With more than 21 years of experience
in banking, Fiona Heng, CGA, a Senior
Commercial Account Manager at Servus
Credit Union, warns Canadians to take
a conservative approach to spending,
employ a savings strategy and avoid the
accumulation of unnecessary debt during
unpredictable economic conditions.
The downturn is producing a frenzy of sales

and Canadians are increasingly tempted
to rely on credit cards for unnecessary
purchases. “We should be conscientiously
watching our spending to avoid going into
debt,” Heng said. “If you are relying on credit
cards to see you through in the interim,
that’s a sign that you’ve overstretched your
limits. When it comes to that point, it would
be advisable to consolidate your debts to
pay off your credit cards. If consolidation is
not an option, then consider shopping for
the lowest interest rates on these cards.”
Canadians’ increasing reliance on debt is
a well-documented fact. According to a
public opinion survey conducted by CGA
Canada, 84 percent of Canadians reported
having some type of debt. Heng advises
on the importance of debt consolidation.
“Consolidating your debts and maintaining
borrowings with a primary financial
institution allows for better control of your
situation, in addition to building a solid
relationship with your banker. Having many
outstanding loans at various banks will slow
down the process of your loan application
and may result in not receiving necessary
assistance.” she said.
With the current economic uncertainty,
it is important for Canadians to set
strategic financial priorities. Many question

whether RRSP contributions outweigh the
importance of debt reduction. According
to Heng, debt repayment should be the
number one priority. “Paying down debts
first would prevent mishaps in missing a loan
payment in case of job loss, and will further
reduce debt load,” she said. “Generally,
pursuing an RRSP investment would be
advisable with surpluses after making debt
repayments.”
During dismal times, Canadians are
increasingly finding themselves dipping
into their RRSP funds to cover day-to-day
expenses. This is a worrisome trend, one that
Heng advises against.
“RRSP savings should only be used for
extreme emergencies. If possible, draw on
a line of credit or a credit card instead, and
make sure the loan is repaid right away. If
dipping into RRSP savings is unavoidable,
a long term repayment plan must be
implemented,” Heng advises.
With the threat of job loss, it is important
that Canadians are financially prepared by
implementing a savings strategy. Although
highly dependent upon an individual’s
standard of living, Heng recommends
Canadians have a minimum of six months’
salary set aside. “That would allow a cushion
for mortgage payments, car payments
etc. until another job is found,” said Heng.
“Generally, I recommend Canadians should
be setting aside 20 percent of their pay
cheques to accumulate savings. That
way when a recession hits, as it has now,
Canadians can draw on their reserves rather
than dipping into RRSPs or accumulating
debt.”
Heng also advises Canadians to take a
conservative approach to the investment
opportunities opened up by the downturn.
“It depends on your risk tolerance level,” she
said. “Generally, this is a good time to invest,
however, experts say the recession has not
yet bottomed out. If you’re not a high risk
tolerance person, stick with GICs or some
lower risk investments.”
Armed with the knowledge of financial
strategies to put in place, Canadians should
be ready for the next boom, but will they
remember the lessons learnt today to
weather another bust?

Fiona Heng, CGA, is a Senior Commercial
Account Manager at Servus Credit Union
at the Calgary Blackfoot location.
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The Global
Financial
Reporting
Dialect

by Magdalena Matracki

ith global integration of
business practices and
capital markets, country
borders are increasingly
permeable to information, technology and
capital transfer, diminishing the need for a
country’s autonomy in financial reporting
standards. A clear trend toward global
standards has emerged as companies
seek to attain capital and compete in new
markets internationally.

W

Until recently, essentially every country
in the world had its own accounting
standards. As global trade has expanded,
so has the exchange of financial reporting
and the need for comparability. This has
been particularly true for the European
Union during the last 10 years. International
Financial Reporting Standards (IFRS) have
been developed as a common language
for the global accounting community
which allows for comparability in financial
reporting around the world.
More than 100 countries worldwide
are currently using or implementing
IFRS. Europe, South Africa and Australia
transitioned in 2005. Mandatory use of IFRS
in the U.S. is likely to begin in 2014.
Canada will be transitioning its accounting
policies (currently Canadian Generally
Accepted Accounting Principles (GAAP)) to
IFRS effective January 1, 2011 for all publicly
accountable entities (PAE).
8

The transition to IFRS will be significant and
far reaching for affected organizations and
their stakeholders, including employees,
lenders, and investors. For many, conversion
to IFRS has appeal: simplified reporting,
greater transparency and comparability
for investors and improved access to
capital. However, companies need to start
the convergence process now to avoid
unnecessary hardships in the future.
To fully comprehend the magnitude of
the implementation of IFRS, it’s important
to understand the background of current
standards in financial reporting, Canadian
GAAP.
Armed with more than 25 years of financial
reporting/controllership experience and an
MBA in Finance, CGA Student Gary Schein
explains the current Canadian standards.
“Canadian GAAP are accounting principles
that provide guidance on how to report
financial information, in a way that is done
on a consistent basis, and which provides
various stakeholders such as management
and investors with uniform financial reports,”
Schein said.
“Financial accounting information must be
assembled and reported objectively. Thirdparties who rely on such information have
a right to be assured the data are free from
bias and inconsistency, whether deliberate
or not. For this reason, financial accounting
relies on certain standards or guides which
make up GAAP.”
Driven primarily by changes in the

accounting practices of its largest trading
partner, the U.S., Canadian GAAP has always
been in a continuous state of transition.
Similar to Canada, the U.S. has its own
GAAP and accounting standard-setting
body – Financial Accounting Standards
Board (FASB). “In recent years, changes to
Canadian GAAP have largely been driven
to align Canadian GAAP more closely with
US GAAP. With the amount of cross border
trade, listing of public companies in stock
exchanges in both countries, and foreign
ownership, it makes a lot of sense for Canada
and the U.S. to align as much as possible.”
Schein said.
Internationally, there is the International
Accounting Standards Board (IASB), an
independent organization based in London
that has been in existence in various forms
since 1973. “The IASB has attempted to
harmonize the accounting standards of
major industrialized countries so that, as was
the case for Canada and U.S., the financial
statements are easier to compare amongst
trading partners. The few major stock
exchanges that do not yet accept financial
statements based on IFRS are those of the
United States and Canada,” Schein explains.
However, all that is about to change.
Paul V. Ennis, MBA, CGA, Director of
Corporate Strategy at CGA Alberta, explains
the benefits of Canada’s convergence to
IFRS. “The reason for adoption of a truly
global financial reporting language is to
allow Canadian companies to compete
in the global marketplace. Financial
statements will be understood in a true
global context,” Ennis said. “To be able to
provide financial statements in the correct
format will become of critical importance.
Unless the change is made, business owners
may find their businesses unable to obtain
financing or raise capital.”
At the present time, IFRS is only applicable
for publicly accountable entities, which
include all companies with securities listed
on a stock exchange in Canada. It also
includes non-listed financial institutions,
securities dealers and many co-operative
enterprises. Furthermore, the Public Sector
Accounting Board recently indicated that
“government business enterprises” or
“government business-type organizations”
will also adopt IFRS. However, this continues
to be under review, with an announcement
expected during 2009.
There are ongoing discussions on how
to deal with other types of entities, such
as private companies and not-for-profit
organizations, currently excluded in the IFRS
transition. These entities will continue to

use Canadian GAAP. “Interestingly, private
companies have always been allowed to
“opt out” of Canadian GAAP in specific areas
(known as differential reporting), and this
will continue to be the case for now.” Schein
said.
However, Schein advises that private
companies may also consider implementing
IFRS for a variety of reasons. “They may
have plans to go public at some point in the
future, bankers may require IFRS financial
statements for lending purposes, or perhaps
a mandate from parent companies.”
Ennis suggests another reason for the
switch. “History shows us that ultimately
whatever changes happen in public
company reporting flows through to smallbusiness and not-for-profit entities.”
By 2011, the use of IFRS will be pervasive
throughout Canada. Although it sounds a
long way off, the work to convert to IFRS
must begin long before 2011 arrives.
According to Ennis, transition to IFRS should
have already begun. “Unless transition
arrangements are put into place early,
companies may find themselves having to
recalculate and obtain valuations for most
of their assets. The new standards have
very specific rules relating to impairment of
assets, and unless management is prepared
for the changes, they may find themselves
scrambling to explain to investors and
others why the company’s performance has
changed dramatically from previous years.”
So what do companies need to do now to be
ready for IFRS convergence? Schein outlines
some of the important IFRS milestones
below.
2008: PAE’s are required to include within
their MD&A a qualitative discussion
pertaining to their plans and analysis
in regard to IFRS implementation. This
requirement falls within existing MD&A
requirements (MI 51-102F1) wherein listed
entities must discuss and analyze the impact
of accounting changes to future reporting
periods. The details are also discussed in
MI 52-320 dated May 9, 2008, and would
pertain to interim and annual reports.
Companies should therefore be performing
initial assessments and developing project
plans.
2009: As a continuation of the work done
in 2008, PAE’s are required to provide a
further in-depth (ideally quantitative)
analysis, describing the major identified
differences, enabling investors to
understand the key elements of the
financial statements that will be affected
by changeover to IFRS. Companies should

therefore have completed a detailed review
of key standards and policy choices, and
information system considerations which are
applicable.
2010: PAE’s will be required to provide an
update on the IFRS project. During 2010,
companies will essentially need to be able to
report under both Canadian GAAP and IFRS,
because of the comparative information that
will be required for 2011.
2011: IFRS is fully implemented. Restate
January 1, 2010 opening Balance Sheet
and quarter end 2010 interim reports for
comparatives.
“It is important companies begin planning
and working on this as soon as possible. In
addition to the milestones indicated above,
IFRS reporting will likely require significant
changes to an organization’s information
systems,” said Schein. “Furthermore, for first
time convergence with IFRS in 2011, there
will be special “one-time only” exemptions
and exclusions available, as part of what
is referred to as IFRS-1. This could save
considerable time and effort.”
With more than 100 countries having
implemented or in the process of
implementing IFRS, Canada is in a position
to learn from the experience of others prior
to 2011. “Not surprising, the data suggests
that companies who planned ahead had
the favourable result, with the majority
believing IFRS implementation resulted in
an improvement in the quality of financial
reporting,” Schein said. “Canada will also
have to contend with the fact that the
U.S., our largest trading partner, plans to
implement IFRS no earlier than 2014. The
good news is that the U.S. Securities and
Exchange Commission (SEC) has decided to
allow Canadian and other foreign companies
with securities listed in the U.S. to use
IFRS without the requirement to reconcile
between IFRS and U.S. GAAP.”
IFRS conversion could trigger a flurry of
operational changes, and companies need
to start planning now.
“Companies will need to focus on staffing
for the IFRS project, as well as appropriate
training for financial professionals.
Furthermore, other stakeholders (banks,
investors, etc) will need to understand the
changes brought about by IFRS. Senior
financial people will be called upon to
interpret results. Project and change
management specialists may likely be
required,” said Schein.

conversion time frame, it’s critical that
internal controls, especially those related
to NI 52-109 and SOX 404 certification,
are maintained, redesigned and operate
effectively throughout this project. This
would include documentation and testing of
processes, changes in certification process,
internal or external staff and Project leads,”
he added.
A key consideration for companies is to have
a full understanding of the major impacts
of IFRS implementation. “Most companies
are using 5-year financial forecasts to
support their business plans,” Schein said.
“The 5-year planning horizon will include a
combination of Canadian GAAP and IFRS.
Companies will want to avoid unnecessary
and perhaps costly errors in forecasting due
to misinterpretation of accounting standards
in the planning process.”
The bottom-line message to Canadian
business is that the effect of IFRS will be
widespread – PAE’s will need to have a
detailed understanding of the impact, and
other stakeholders including investors will
need to understand them as well – it will be
impossible to avoid.
Fortunately, there are many resources
available to help Canadian companies
with the convergence process. More
information on IFRS can be found on the
CGA Canada website at www.cga-canada.
org. Additionally, the CGA Alberta Referral
Service (www.cga-connect.org) is intended
to help members of the public find a CGA
public practice firm to assist them with
their financial requirements. CGAs can offer
direction on what businesses need to do
now to start their convergence to IFRS.

Paul V. Ennis, MBA, CGA, is the Director,
Corporate Strategy for CGA Alberta.
Gary Schein, MBA, is a Managing Director
of GFS Consulting.

“As changes to financial reporting, IT
systems, business processes and perhaps
entity controls evolve throughout the IFRS
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only loans, and zero-down mortgages. It
was no secret in 2006 that Americans in
alarming numbers had used the equity
in their homes, to the point they had
become vulnerable to even small upward
movements in interest rates. Anybody who
remembers the fluctuations of the last 30
years, never mind the last 300, might have
suspected the system’s fragility.
So, why didn’t more people jump?
To be fair, it would have been an unusual
person who foresaw how U.S. mortgage
defaults would undermine the value of
asset backed commercial paper around the
world. (Certainly nobody did who was in a
position to do anything about it.) As unlikely
is that reasonable people would have then
deduced the consequential credit crunch
would in turn ruin established financial
giants like Bear Stearns, and cause a British
bank to be nationalized.

Book Review:

THE ASCENT
OF MONEY
by Nigel Hannaford

t’s the book you wish you’d read last
summer, before stocks plunged. To
read Niall Ferguson’s “The Ascent of
Money” now is to reflect wistfully, “If
only we had known.”

I

Wistful, because much of it we could have.
This financial history of the world, from
ancient Mesopotamian money lenders
recording their transactions on clay tablets,
through renaissance Italy, the rise of Holland,
Great Britain, Wall Street right up to last May,
was not secret – just arcane.
That’s why Ferguson says his purpose is
to educate, which he does with anecdote,
argument and the gossip of the centuries.
(Who knew a future British prime minister,
William Gladstone, bought Confederate
bonds during the American civil war?)
His broad philosophical point is, for all its
bad reputation, “money is the root of all
progress.” Quite. Societies without money
are not usually places you want to live: “The
ascent of money has been essential to the
ascent of man.”
Further, Ferguson asserts, behind money
drives history. “The Dutch republic prevailed
over the Hapsburg Empire because having
the world’s first modern stock market
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was financially preferable to having the
world’s biggest silver mine.” Also, the
French Revolution happened because the
French financial system was ruined by the
first market bubble and bust. (The work
– ironically, given the Scottish reputation
for thrift – of a Scotsman.) Now, financial
globalization has “blurred the distinction
between developed and emerging
markets, with capitalist America in hock to
Communist China – to neither’s satisfaction.
However, what would have been really
useful last year is Ferguson’s 300-year
analysis of market nightmares. For today’s
recession follows a pattern, and people
who knew – and who could defy financial
industry group-think – would have had an
advantage.
Here, a year too late, is his summary.
First, there’s displacement. “Some change
in economic circumstance creates new
and profitable opportunities for certain
companies.”
Next, euphoria. Prices soar.
Mania takes over: Hoping for huge, easy
gains, uninformed investors (and swindlers)
move in.
Then, distress. Informed investors do the
math and bail out.
Finally, revulsion, or the moment when the
little boy says the emperor has no clothes.
(Seldom is it a regulator.) The uninformed
investors panic and prices plummet.
It is dot.com. Or sub-prime. How clear in the
rear-view mirror is real estate’s overvaluation,
driven by low interest rates, interest-

But some risks are calculable and we have a
capacity to learn: Unlike the aftermath of the
Great Depression, banks have not restricted
the money supply in the wake of a stock
crash, for instance.
What gets us every time however, are not
the risks but the incalculable uncertainties
and above all, what money does to reason.
“When stock prices surge up in sync ...
investors are gripped by a collective
euphoria, what the former chairman of the
Federal Reserve Alan Greenspan memorably
called ‘irrational exuberance.’ Conversely,
when investors’ animal spirits flip from
greed to fear, the bubble can . . . burst with
amazing suddenness.”
Investors also rationalize what they want to
believe, deny what they know if it conflicts
with a peer consensus, and let emotions
rule. “If the financial system has a defect,
it is that it reflects and magnifies what we
human beings are like.” Money is not evil, but
it amplifies our tendency to overreact,” says
Ferguson, and to swing from exuberance
when things are well to deep depression
when they go wrong. “Booms and busts are
products of our emotional volatility.”
Interesting, but a little late?
Not at all. As surely as bust follows boom, the
wheel continues to turn and boom follows
bust. Study now, for the next cycle. The
rewards of knowing are huge. So is the cost
of financial ignorance.

Nigel Hannaford is a columnist for the
Calgary Herald, specializing in politics.

HARMONIZATION
STRIKES THE
WRONG CHORD:
One size rarely fits all

NOW IS THE
TIME TO BUILD
SAVINGS
INFRASTRUCTURE
by John S. Carpenter, MBA, FCGA

W

e told you so!

It’s a relief to get that out
of the way early, but I’m
bound to say it in the
abiding hope that we don’t have to create
yet another version of that infamous “Please
God, just give me one more oil boom!”...
bumper sticker. Maybe next time some
of our transitory, super-charged resource
revenue will stick.
Over the past four or five years, CGA Alberta
(often in collaboration with partners such
as the Alberta Chamber of Commerce) has
pleaded with Alberta’s government, and
Albertans generally, to seize the opportunity
to fund our future. We conducted research
and appeared before groups such as
the Alberta Savings Commission urging
them to set aside some of today’s revenue
bonuses to at least fund the demographic
indebtedness which were generating at the
same time.
Throughout all of this, I was often asked how
long we had to do this and when the day of
reckoning would come. I really didn’t know
and I said so. But what I also said was:
a) tomorrow will not look like today,
b) budget cuts are painful and the higher
the spending, the larger the cuts, and

c) economics and commodity prices run in
cycles. We are going to have to deal with
this soon.
At the time it seemed like we were at the
top of that cycle and we faced evolving
social and infrastructure challenges
commensurate with our growth. Confident
of the inevitability of fiscal change though,
we always discouraged suggestions that
somehow the Alberta government should
manage growth down. “The market will look
after that,” we said. And it has!
Throughout our times of wonderful,
hydro-carbon funded prosperity, Albertans
pressed their political leaders for more.
These leaders responded to the people
who elected them and program spending
has grown steadily since the elimination of
our deficit and debt (averaging more than
10 percent per annum growth in the last
five years). So if blame is to be assigned for
where we are, we first need to search for a
mirror; our leaders responded to what they
believed we wanted.
So why am I still on about this? Surely I
can’t be suggesting that policies such as
savings and funding the future can be
worth contemplating as Alberta faces the
real possibility of severe spending cuts and
even (hold onto your chair) deficits and tax
increases. Well, that is exactly what I am
doing.

Remember my earlier promise: “Things
change.” That applies to the inevitability
of a ride up the curve as much as it does
down. NOW is the time to build savings
structures with the associated accountability
into the budgeting processes and reporting
frameworks of the province. It’s the best
time. There are unlikely to be real surpluses
to save, if the savings vehicles such as we
have promoted are built and tied to resource
revenues as we have proposed. If the cost is
zero today there is no political competition
for those resources when they appear again
(and they WILL). Our new structures will
capture and set them aside. It takes political
courage and discipline to get this done. It
is unlikely to get much easier against that
challenge than it is today.
It is a great time to sell those bumper
stickers today and if we don’t come to grips
with the natural cycles of our economy, it
will be a great time to invest in them again in
the years ahead.

John Carpenter, MBA, FCGA, is the Chief
Executive Officer of CGA Alberta
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