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By GUNDI JEFFREY

Differences in implementa-
t i o n  g u i d a n c e  h a v e 
cropped up out of last 

May’s proposed revenue recogni-
tion standard, regarded as the 
crowning achievement of the 
decade-long convergence project 
b e t we e n  t h e  I n t e r n a t i o n a l 
Accounting Standards Board and 
the U.S. Financial Accounting 
Standards Board.

A February meeting of the joint 
IASB/FASB transition resource 
group for revenue recognition 
(TRG), convened to address 
implementation problems for some 
f inancial statement preparers, 
prompted different solutions from 
the two boards. The boards agreed 
that current implementation guid-
ance is necessary, but the FASB 
decided to propose deeper and 
more numerous changes than its 
IASB counterpart.

This “could change things,” 
said Paul Cherry, a member of 
Canada’s Accounting Standards 
Oversight Council. “From every-
one’s perspective, this was the 
poster child of converged stan-
dards — it was considered a huge 
success. The two boards and their 
stakeholders came into the project 
from very different perspectives, 
the U.S. having highly detailed 
rules, while the IASB’s inter-
national financial reporting stan-
dards are relatively brief and have 
little industry-specific guidance. 
So, this was a monumental change 
for the U.S. but not as dramatic for 
IFRS users.” 

The culture in the U.S. is to 
have a great many rules dealing 
with many industry-specific spe-
cial issues, he added. “That is their 
comfort zone and therefore the 
changes in the new standard are a 
big struggle for them. The other 
converged standards they came up 
with are not as extreme — U.S. 
users were not letting go of so 
much detail as with this one.”

At the meeting, the FASB and 
the IASB proposed various clari-
fying improvements to the FASB 
guidance in Topic 606, Revenue 
from Contracts with Customers, 
and IFRS 15, Revenue from Con-
tracts with Customers, dealing pri-
marily with licences of intellectual 
property and identifying perform-
ance obligations.

Although the boards agreed on 

many substantive clarif ications 
for licences of intellectual prop-
erty, the FASB alone decided to 
propose further clarifications on 
when an entity grants a licence to 
symbolic intellectual property, 
noting it is presumed that the 
entity’s promise to a customer in 
granting a licence includes under-
taking activities that significantly 
affect the utility of the intellectual 
property to which the customer 
has rights. 

The FASB also decided to pro-
pose clarifying that, in some 
cases, an entity would need to 
determine the nature of a licence 
that is not a separate performance 
obligation to appropriately apply 
the general guidance on whether a 
performance obligation is satis-
fied over time or at a point in time, 
or to determine the appropriate 
measure of progress for a com-
bined performance obligation that 
includes a licence. Finally, the 
FASB proposed clarifying that 
certain contractual restrictions are 
attributes of the licence and there-
fore do not affect the identifica-
tion of promised goods or services 
in the contract.

In each case, the IASB decided 
that a clarification to the applica-

tion guidance in IFRS 15 was not 
necessary because the document 
and its accompanying “basis for 
conclusions” already contain 
adequate guidance.

When it comes to identifying 
performance obligations, the 
boards agreed to propose adding 
illustrative examples to clarify 
how they intend the guidance to 
be applied. But the FASB alone 
decided to propose further amend-
ments to address implementation 
issues about identifying promised 
goods or services that would be 
subject to the separation guidance, 
the application of the guidance 
related to the concept of “distinct 
in the context of the contract” and 
accounting for shipping and hand-
ling activities. As well, the FASB 
decided to make certain technical 
corrections to the guidance on 
identifying performance obliga-
tions. The IASB again decided 
there already was adequate guid-
ance in IFRS 15.

The FASB has instructed its 
staff to begin drafting a proposed 
accounting standards update 
based on the tentative decisions 
reached at  the meeting.  The 
IASB plans to soon develop a 
single exposure draft of proposed 

clarifications to IFRS 15, which 
also will include any other clari-
fications the IASB deems neces-
sary as a result of the TRG dis-
cussions. 

“The two boards are trying to 
be helpful by having this resource 
group discuss implementation 
issues,” Cherry said. “They have 
no authority to make changes, but 
they can make their views known 
and that can lead to an amended 
standard. Meanwhile, users and 
preparers want to know what 
amendments are coming before 
making changes to their systems. 
This causes companies to delay 
implementation.”

Indeed, the FASB is consid-
ering changing the effective date 
of the standard — currently it 
goes into effect for periods after 
Dec. 15, 2016, for U.S. public 
companies, or after Jan. 1, 2017 
for companies using IFRS — to 
give preparers more t ime to 
change their systems and pro-
cesses to implement the standard. 
The IASB has said its preparers 
have not indicated a need for a 
delay in the effective date.

According to Cherry, “the end 
result may be that the FASB will 
issue more authoritative guidance 
than the IASB. That is not the end 
of the world and it  does not 
detract from the fact that there is 
substantial convergence in the 
standard — it is miles from the 
highly detailed literature the U.S. 
had before. I am not despairing — 
these are the growing pains of 
convergence.”

A few thorns in that convergence crown

Cherry

Too many inbox messages? More on the way
By IaN HaRVEY

The deluge of data pouring 
into inboxes and across 
computer screens threatens 

to create a world where “everyone 
is perpetually behind and trying to 
catch up,” says author and aca-
demic Nick Bontis.

The McMaster University pro-
fessor was making his unpreced-
ented third HRPA conference 
appearance when he told the 
Metro Toronto Convention Centre 
audience that the average person 
gets about 84 e-mails a day — 
but in 10 or 15 years, it could be 
600 a day.

“Some 90 per cent is cc, bcc, 
re, CYA and spam,” he said. “Can 
you imagine what it will be like 
with 600 a day?”

As ide  f rom work- re la ted 
e-mails, he said, we’re about to 
enter the age of the Internet of 
Everything, where we will get 
e-mails from our car reminding us 
to get gas on the way home, from 
the fridge to pick up milk, and 
from retailers letting us know an 
item we looked at in the store last 
month is on sale or in stock.

Sleep will become a luxury and 
parenting will fall by the wayside 
until we get smarter about how we 

communicate, said Bontis, who 
teaches business strategy and 
whose most recent book is entitled 
Information bombardment: Rising 
above the digital onslaught.

“My one-year-old’s first word 
wasn’t mama or dada, it  was 
Blackberry. All he saw was daddy 
playing with his Blackberry. He 
took the Blackberry and threw it 
in the toilet because he wanted 
my attention and I was on my 
Blackberry.”

Too many of us have become 
slaves to the technology which 
was supposed to make us more 
productive and give us more time 
for life-work balance.

“It is the last thing we touch at 
night as we plug it in to charge 
and the first thing we pick up in 
the morning,” he said. “It’s a sad 
state of affairs.”

His 75-minute presentation was 
an entertaining rant, delivered at a 
dynamic, machine-gun pace.

“Time is not the most precious 
resource,” he said to the surprise 
of most. “It’s attention. We all 
have 24 hours in a day. It’s what 
we choose to do with that time and 
everyone wants our attention.”

It means long days and less 
time with family, he said, and 

that’s a problem.
Part of the issue is that we don’t 

all have the ability to absorb infor-
mation at the same rate. 

“We don’t know how to read,” 
he said, noting it’s not illiteracy 
but the ability to process informa-
tion and act accordingly. “We 
don’t know how to read fast 
enough to deal with what’s coming 
down the pipe.”

It’s something we can train to 
improve, he said, citing research 

from 1938 which shows our 
minds can “interpolate” text even 
when it’s scrambled, as long as 
basic clues such as context and 
the f irst and last letter of every 
word are correct.

“The average person reads 
about 200 words a minute,” he 
said. “Bill Clinton reads at 1,200 
words a minute, six times the 
average — that’s why he had 
time for all those extracurricular 
activities.”

The  f i r s t  s tep  i s  to  s ta r t 
“unlearning” what we think we 
know because it isn’t going to 
help us in the knowledge era.

A series of “brain exercises” 
on his website, nickbontis.com, 
purport to drive improvement in 
just a couple of weeks, he said: 
“You can read at 250 words a 
minute in just a week or so, and 
more if you keep going.”

Our kids are already adapting 
to the digital impact on communi-
cations: Shorthand such as TTYL 
(talk to you later) and IMHO (in 
my honest opinion) grew out of 
texting and have entered the 
common lexicon.

That flood of information and 
the resultant struggle to process 
and deal with it is already causing 

problems within organizations, he 
said, and it’s only going to get 
worse before a better coping 
mechanism emerges.

Bontis said HR professionals 
are  bes t  pos i t ioned to  s tar t 
aligning those lines of communi-
cation and work with the intellec-
tual capital within the company to 
manage the transition before data 
overload takes over and swamps 
productivity.

“But you have to go to that 
mahogany table and f ight for 
every scrap,” he said, “because 
f inance and accounting are sit-
t ing there saying HR isn’t  a 
value-add.”

That’s disingenuous, he coun-
tered, noting that broken com-
munication severely impacts the 
bottom line, and keeping those 
lines of communication open 
across the organization is critical.

“Otherwise it’s like driving 
down Highway 401 in a car with 
blacked-out windows,” he said.

The first task is to break down 
the concept of “knowledge as 
power” that most people know-
ingly or unknowingly operate 
under,  because i t  dr ives the 

Bontis

See Data on page 25

“This was a monumental change  
for the U.S. but not as dramatic  

for IFRS users.”
Paul Cherry, Accounting Standards Oversight Council
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For many successful business 
owners ,  deve loping  an 
effective business succession 

plan is one of most difficult puzzles 
they’ll ever have to complete during 
their careers. This probably explains 
why over 60 per cent of business 
owners 10 years out from their 
stated retirement have failed to con-
sider any form of an exit plan. 

Given the detailed knowledge of 
estate planning, business law, mer-
gers and acquisitions, tax law, insur-
ance products, financial planning, 
and wealth management required 
during the exit-planning process, a 
client is in need of a multidisci-
plinary team to guide them, and it is 
important as a trusted advisor to 
begin the conversation.

An effective succession plan 
focuses on all of the important 
business, personal, financial, tax, 
estate planning, and wealth-man-
agement issues involved in exiting 
a privately-owned business. The 
planning issues facing closely held 
business owners are much more 
complex than those of individuals 
of similar net worth who do not 
own their own businesses. Closely 
held businesses must not only 
account for the preservation of 
family wealth through tax, retire-
ment, insurance and investment 
planning. According to Richard 
Jackim, managing director of 
MidCap Advisors’ Chicago and 
author of The $10 Trillion Oppor-
tunity — Designing Successful Exit 
Strategies for Middle Market Busi-

ness Owners, business owners also 
need to deal with a host of addi-
tional issues directly related to the 
enduring success of business oper-
ations, such as:

• Addressing compensation 
planning for successors and key 
executives (to ensure they stay in 
the event of transfer);

• Building a long-term business 
strategy;

• Understanding the fair market 
value of closely held stock;

• Developing a formalized 
“grooming” program for succes-
sors;

• Evaluating corporate finance 
and entity structure options;

• Designing and implementing 
shareholder agreements;

• Utilizing tax-effective owner-
ship-transfer techniques.

From Jackim’s experience as an 
investment banker involved in over 
60 mergers or acquisitions of 
middle-market companies with a 
combined market value of over $1 
billion, “to increase the probability 
of success, a responsible exit plan-
ning program requires enlisting the 
assistance of many individuals with 
different areas of expertise, such as 
income tax specialists, attorneys, 
m a n a g e m e n t  c o n s u l t a n t s , 
appraisers, insurance professionals, 
employee benefit specialists, estate 
planners, and financial planners. 
And although well intentioned, 
these advisors may offer conflicting 
advice that will confuse and frus-
trate owners.

“Because exit planning is typ-
ically a once-in-a-lifetime event, the 
process is not something most busi-
ness owners know something about. 
As a result, using an exit-planning 
advisor makes sense. A seasoned 
exit planning advisor helps to antici-
pate and identify potential problems 
otherwise overlooked.”

Although each specialist in the 
succession-planning team has a dif-
ferent role to play, the lead advisor 
plays the role of quarterback or 
coach. The lead advisor could be 

the f inancial advisor, attorney, 
public accountant, insurance pro-
fessional, or investment banker 
with whom the owner and stake-
holders work throughout the exit-
planning process. 

In addition to the specialist role, 
the lead advisor must have a “big-
picture” understanding of the 
owner’s personal situation and the 
succession-planning process so he 
can show the owner how the pieces 
fit together. 

“Although the lead advisor will 
not possess all the specialized 
expertise, that person must have a 
working understanding of each 
aspect of an exit plan. One of the 
lead advisor’s primary roles is to 
help the owner assemble a team of 
‘specialists’ when and as specific 
needs arise,” says Jackim.

Virtually any member of the 
exit-planning team can play the role 
of the lead advisor. But often, 
unless a team member specializes 
in exit planning, that member finds 
that the lead role requires more 
time than he or she has available. In 
addition Jackim has found that 
some advisors f ind they do not 
have a wide network of other pro-
fessionals to call on for additional 
specialist services. As a result, 
occasionally an advisor with a 
strong client relationship may dele-
gate the lead role to another advisor 
with more hands-on exit-planning 
experience. 

Regardless of who plays the role 
of lead advisor, this person or group 
takes responsibility for the net 
results or the “client deliverable” of 
the exit-planning team. This client 
deliverable should be a comprehen-
sive, integrated report that contains 
all the recommendations and plan-
ning tools of the exit planning team. 
“This report then becomes the 
‘road map’ the client uses to figure 
out what needs to be done, by 
whom, and when,” says Jackim.

Communication between the 
owner, advisory team and the pro-
fessional advisors is critical. The 
lead advisor must interact effect-

ively with the business owners and 
stakeholders by communicating 
concepts clearly, and by under-
standing the information provided 
in return. Jackim has discovered 
that “too often, advisors unilaterally 
recommend solutions to accom-
plish tax savings or estate planning 
steps, based on what they feel is 
best for the business owners, 
without spending sufficient time 
trying to understand the larger pic-
ture and how these steps impact the 
other goals and expectations of the 
stakeholders.”

In a collaborative process, all 
advisors must be consulted and a 
team consensus reached. If the 
team cannot reach a consensus, the 
differing options need to be sum-
marized and presented to the client 
for a decision.

Take the time to assemble the 
right team. Exit planning is not a 

one-person project. The most suc-
cessful plans are the result of the 
combined efforts of the best profes-
sionals you can assemble. In addi-
tion to the benefit of the client with 
this approach, assembling a multi-
disciplinary team for each exit-
planning engagement creates a 
dynamic and synergistic environ-
ment for these professionals to 
work together and grow the pie.

exit planning requires team effort

Peter J . Merrick, Ba, FMa, CFP, 
TEP, FCSI is a trust and estate prac-
titioner and president of Merrick-
Wealth.com, an exit planning firm in 
Toronto. He is the author of ASK - 
Advisors Seeking Knowledge, The 
TASK – The Trusted Advisor’s Sur-
vival Kit and The Essential Individual 
Pension Plan Handbook. He can be 
reached at Peter@MerrickWealth.com 
or 416-854-1776.
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Data deluge threatens productivity
unproductive behaviour of know-
ledge-hoarding. As people don’t 
share knowledge, resources are 
wasted in unnecessary duplica-
tion.

Co-workers need to find better 
ways to collaborate and not work 
in isolation, hoarding knowledge, 
he said. It starts with better com-
munication.

Cutting down on those e-mail 
missives is a start: “Don’t send 
me a 50 Mb PowerPoint, you have 
no right to jam that in my inbox! 
It’s my inbox. Send me a pointer 
and I’ll look at it when I want.”

Also, he said, get to know how 
people like to communicate. 
Some prefer e-mail, others like 
voice mail, and some still accept 

face-to-face meetings, either on a 
drop-by basis or by appointment.

HR should also step up in its 
role as a social facilitator, since 
socialization is huge factor in how 
well co-workers collaborate.

It may mean asking for more 
money to stage social gatherings, 
to survey employees, and for 
critical staff training and develop-
ment to ready the workforce for 
the rush of data coming their way.

“It’s an investment, not a cost,” 
he said, also pointing to staff sur-
veys to keep apprised of the gen-
eral mood and watch for signs of 
information overload.

Some companies may push 
back at surveys, seeing them as an 
unnecessary cost or at least some-
thing that only needs to happen 
once every two years.

“But that’s like driving down 
the 401 in that  car  with the 
blacked-out windows, putting 
your head out the window every 
couple of minutes to see where 
you are,” he said. Instead, divide 
the head count into 12 groups 
and survey each group once a 
month. By the end of the year 
everyone has been surveyed once 
but HR has a constant stream of 
data to manage expectations 
throughout the year and the cost 
isn’t that different.

“Get up out of your chair and 
reach out to people,” he said. 
“And if you really want to know 
what’s going on go outside with 
the smokers. They know every-
thing because they are from all 
departments and they talk to each 
other while smoking every day.”
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Investment advisor liability

Written by two industry experts, this unique new publication 
provides a comprehensive look at the law that applies to investment 
advisors in the common law provinces of Canada, and covers three 
separate spheres: the relationship between the advisor and his 
or her regulator, the relationship between the advisor and his or 
her client, and the relationship between the advisor and his or her 
employer. Readers of The Law Relating to Investment Advisors will 
benefit from the detailed examination of Canadian common law 
cases that have dealt with the subject and helped shape it.

What’s Inside

•	 An	overview	of	the	legal	framework	of	the	investment	industry
•	 An	examination	of	the	professional	regulatory	system	and	

discipline process
•	 An	assessment	of	the	relationship	between	investment	advisors	

and their clients
•	 An	analysis	of	situations	where	a	client	sues	their	investment	

advisor  
•	 A	review	of	the	investment	advisor-employer	relationship

The first of its kind in the Canadian market, The Law Relating to 
Investment Advisors would be a valuable addition to the bookshelf 
of anyone involved in the investment industry, as well as those who 
represent them.

The Law Relating to 
Investment Advisors
Robin Roddey, B.A.A., LL.B., and  
Paul Monahan, B.Adm., LL.B.
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