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The Institute of Management Accountants and AOC Accountants
On Call are proud to present the winners of the 5th Annual Financial
Executive of the Year Awards.

In presentations throughout the country, AOC and the IMA have formally
recognized 23 financial executives for their outstanding accomplishments
and bottom -line contributions.

On behalf of AOC employees and IMA members throughout the world,
we're honored to congratulate you all on your many achievements
and your contributions to the finance profession.

To participate in next year's AOC -IMA Financial Executive of the Year

a

ame:

Award, please call 800 - 327 -1117, ext. 274

C

0

aoc.

. I

F I NANC I AL ST A F F I NG
AND R E C R UI T I NG S P E C I A L I S T S

Circle No. 4

M

IMA

� M s w

aft

A

1r

ffrTMIMnrim

-erly A. C. Kizer
XofGreaterAlbuquerque
ckyliountain(ouncil
0 4"I �

i

1 '

e

Ken Shelton, CPA
(ontioller,halionalTe(hTeam
MichiganCounal

AM

Contents

[features
22E-RecruitingIsDrivingHRSystemsIntegration

35 FiscallyFit

BY BERNIE CULLEN

The largest privately held fitness company in the
world, Fitness Holdings Worldwide has ballooned its
sales to nearly a billion dollars a year —but the company itself stays as fit as its 2.7 million clients. CFO
Colin Heggie explains how the company does it. Q

Companies using the Internet to recruit new employees are spearheading a redesign of HR, moving
toward an integrated system that provides common
frameworks, tools, and processes for performance
management, staffing, promotion, career development, training, and other key activities. As a result,
they're building a huge competitive advantage in
these areas. 0
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The all- electronic 401(k) promises to revolutionize
retirement savings plans by bringing costs down and
offering employees more options. 0

AND CHARLES B. GROSSO

46UsinganInterimFinancialControllertoGrowYour
Business BY JIM GANUNG

Designing and measuring controls at Sandia National
Labs required a different type of expertise than that of
the research scientists at this Defense Department
contractor. What was needed was financial and systems knowledge.

Have expertise. Will travel. This could be the calling
card of this itinerant controller who specializes in
moving into a company on the cusp of change, whipping its financial function into shape, and then turning it back over to the owners.
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Careers

By Max Messmer, Editor

How Marketable Are You?
Before venturing down any new career path, you'll need to assess your marketability —the skills, attributes, and experience you possess that increase your value to
current and prospective employers.
The job market changes constantly. So do the skills in demand in a given field
or industry. If you are aware of these trends, you can take steps to build strengths
in hot areas of specialization. In the
process, you'll greatly enhance your
career potential. Here are a few
suggestions:
• Highlight your track record.
Employers today may be focused
more on your skill set than job titles
you've held, but they do look for a
pattern of growth. Emphasizing your
impressive record of accomplishments —such as promotions, professional recognition, and awards —will
give you an edge over other job
candidates.
• Polish your credentials. While
a certification certainly isn't required
to work in an accounting department, it can enhance
your advancement opportunities. By earning a CMA
(Certified Management Accountant) or CFM (Certified
in Financial Management) accreditation, you demonstrate a commitment to learning. Research by our company shows that possessing a certification can increase your
starting salary for a new position by an average of 10 %.
• Hone your soft skills. Your technical ability —such
as experience in cost accounting or international transactions—is just one aspect of your overall skill set that af6
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fects your marketability. Soft skills are
more critical than ever as accountants
assume more visible roles in their
companies. In fact, in a recent survey,
CFOs ranked communication abilities as the most valuable nonfinancial
skill, after technology expertise, for
accounting professionals to have.
• Know your personal requirements. Lifestyle needs influence your
marketability more than you might
think. For example, if relocation isn't
an option for you, you may be less
marketable than someone who's able
to move when the job requires it.
Similarly, if you've made a commitment to volunteer 20 hours a week with your favorite
charity, your schedule could conflict with a position that
demands extensive travel or a 70 -hour workweek. Your
personal requirements may not eliminate you from consideration entirely, but keep in mind that the more flexible you are, the greater your odds of being hired.

Bridging the Gap
After you've assessed your marketability, identify ways to
improve the fit between your experience and professional

0

We fix it.
manage it.
collect it.
attack it.
recapture it.
resolve it.
reconcile it.
automate it.
staff it.

Outsource your order -to -cash process to
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your order -to -cash cycle. You'll benefit
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effective deduction management as well.
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goals. This might require you to
reengineer your current job. Start by
meeting with your supervisor to determine ways you can expand your
responsibilities. If you don't have experience working on a project team,
volunteer to be assigned to a group
where your expertise could be an asset. Also, take advantage of any
training resources your company offers. Your initiative will not only help
round out your skill set, it will
demonstrate to your employer that
you would be a promising candidate
for a leadership role.
Another way to develop professionally is to find a mentor. This individual can serve as an advisor and
share his or her experience of
climbing the corporate ladder and
gaining wisdom along the way. If
you're trying to enhance your supervisory skills, for instance, de-

scribe to your mentor how you
handled various situations with
your employees and solicit constructive feedback.
Continuing education should also
be a priority. When it comes to improving your marketability, course work can be more effective than onthe -job training. The good news is
there are a variety of options available today to meet the needs of busy
professionals. If you don't have time
to pursue an advanced degree, consider enrolling in seminars, university courses, and online training focused on a particular skill, such as
technology, business writing, supervision, or time management. Associations such as the IMA also offer sessions specifically designed to
support the professional development of accountants.
By taking the time to identify your

strengths and weaknesses and proactively seeking ways to improve them,
you will be that much closer to realizing your goals. ■
Max Messmer is chairman and
CEO of Robert Half International
Inc. (RHI), parent company of
Robert Half's', Accountemps®, and
RHI Management Resources®. RHI
is the world's first and largest specialized staffing firm placing accounting and finance professionals
on a full -time, temporary, and project basis. Messmer's most recent
books are Managing Your Career
For Dummies® (Hungry Minds,
Inc.), Job Hunting For Dummies@,
2nd Edition (Hungry Minds, Inc.),
Human Resources Kit For Dummies® (Hungry Minds, Inc.), and
The Fast Forward MBA in Hiring
(John Wiley e'r Sons, Inc.).
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Best Practices

Bob Gunn, Editor

Think!
THINK! CERTAINLY YOU RECALL THE CON nection between this word and IBM. At one point it was
on every IBM building, office wall, letterhead, and
newsletter. Tom Watson was even pictured on the cover of
Time with it carved on his office moldings.
Few people know, however, that this word was first
used at the company's management
school— engraved in a brass plaque
over the front door of the building
where IBM's future leaders were
trained. It is a fitting word for an organization whose core products help
people perform analytical "thinking.'
But how many of us know as much
about how we think as the engineers
and scientists at IBM know how to
make their equipment mimic human
thought? In other words, how well do
we comprehend the process of our own
thinking?
Perhaps you have never reflected on
this question. After all, isn't thinking sor
of like breathing? We do it so naturally
and never give it a second thought. But if breathing is the
very "breath of life," then thinking is the "manifestation
of life." We become what we think, and our thoughts create our world.
Computers provide a fitting metaphor for examining
the thought process. Imagine, for a minute, a typical
modern organization.
Workstations sit at every desk, either waiting for a
stimulus or responding to instructions. Software "tells"
them what to do, and memory "defines" what they know.
This illustrates the most basic level of consciousness in
10
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humans. Our senses take in information, process it, and
tell us how to respond based on the sum total of our previous experience. When we are driving a car, this mode of
thought works great, and we can operate our vehicles on
automatic pilot.
But if we are not aware that we are the ones doing the
thinking, it is easy for sensory input to
overload us. It is as if those thousands of electronic messages start
taking control of our lives while we,
the thinkers, begin responding like
automatons.
The senses can be like the worst
party crashers —loud, boisterous, and
obnoxious— because all they really
know is how to satisfy their own
urges. Whenever we allow our senses
to control things, they go for the easy
and the pleasurable —in other words,
for whatever they desire.
This is why computers are net vorked together and controlled by sysLem software. The analogy might be that
the terminals need to be governed by a higher form of
thought —the intellect that serves as the network function
in our brain.
These networks not only control the computers but
also vastly extend their power and information. The same
is true for humans. Our intellect is formed by knowledge
that already exists in the world— information that we
learned or experiences that we once had. Whenever we
think about a memory, its activation immediately sets off
an emotional response. And too often we are powerless
before that impulse.

AlwaysReachingHigher
At SRCSoftware, we take the challenge to improve veryseriously.
We are always reaching higher in everything we do.
Our 16 -year dedication to improvement has resulted in the most
flexible and sophisticated financial planning solution available.
From state -of- the -art Internet - engineered budgeting to
automated delivery of reports, the Advisor Series" provides
the broadest range of enterprise -wide analytic features
in the industry's finest fully user - definable package.
And our dedication to excellence goes beyond just software.
From our consultative sales process to our collaborative
implementation approach, from our outstanding client support
to our continuing product enhancement —we are constantly
striving to provide the finest possible financial planning
solutions and services.
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If you would like to see how we can help you reach new heights in your budgeting
and financial reporting, call us today at: 1 -800- 544 -3477 or visit our website at www.sresoftware.com
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Here's an example: You have prepared for a presentation to the boss
and mentally are ready to make the
strongest case for your desired
course of action. Suddenly, just as
you turn on the projector, someone
makes an off -hand comment about
the company's budget problems, and
you find yourself in despair, certain
that your proposal will be for
naught. Dazed by the memory of
what happened the last time the
company tightened its belt, you
ramble through the slides and respond to questions in the most perfunctory way.
No amount of reasoning, reminding, or arguing with yourself can
overcome your feelings of gloom.
Where is our intellect when we need
it most? Just exactly who is minding
the store? All of this computer power, investment, and equipment appear to be working on its own, send-

ing us the expensive mental energy
bills called worry, anxiety, fear, busyness, or self - centeredness.
But if we poke around the servers,
we might find ourselves face to face
with a person sitting at the control
station, someone who seems to
know what he is doing —even if he is
unkempt, with a long beard and
scraggly hair. This, of course, is Mr.
Ego, the systems engineer.
At last, someone who is in charge!
So we ask Mr. Ego for help. How can
we control our senses and guide our
intellect so that they do our bidding
and we don't do theirs? After all, isn't
Mr. Ego the ultimate systems engineer, one who knows how all the
programs work and how the memory files are accessed?
Not according to him! No siree!
Those computers and programs only do what the users want. His job is
to locate the bugs that prevent the

programs called our senses from doing whatever they want and to make
sure that our intellect's memory
tapes are loaded and accessible
whenever we want to draw on what
we think we already know.
Mr. Ego is fiercely loyal to that
silicone horsepower, input /output
devices, and memory drives. But
don't ask him to be accountable.
He is here to make sure the machinery keeps working. What we
do with it, well, that is our choice
entirely.
And that is how many of us live
... unknowingly trapped by our sensory input /output thoughts or living
within the confines of our memories
and experiences. Mr. Ego, our systems engineer, keeps things working
exactly the way we say we want
them, using pride, self - centeredness,
busyness, or fear to prevent us from
seeing the essence of life, much less

<
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services —via a powerful, W eb -based engine. W hich

systems. From customer relationship management

equates to more deals. A lot more.

LESS

applications to accounting systems. Plus, you can access
data from credit bureaus and other third -party sources.

01001 UPIWl Stream, Int_ All rlgms mierved. Printed I h the U.S.A.
CaPIUIStmam and CAPIIAIStmam.mm are irad,me 4 dF What Stream, Inc. In the U.S.A. and other coumrles. All other brand names or trademarks belong tp their respective holders.

living with this knowledge.
But don't despair! There is another player —the energy used to power

meant when he used the word
"think."

those machines, run that software,

consciousness working from sensory

and access those memories.

input alone. No more angry out-

that he is there to play with the latest

THINK about a life free of the

or pain.
Seriously, do you actually believe
that Mr. Ego, the systems engineer, is
there to serve you, or is it more likely

bursts when a co- worker does some-

and greatest technology? When the

Soul. This is where "thought" origi-

thing unexpected! No more yelling,

Self tames the ego, it is as if those

nates. It is the energy source that lies

shouting, or pounding the table

technology geeks actually begin to

at the heart of every living creature.

when results don't meet expecta-

serve the needs of the business, not

But the senses cannot feel it, the in-

tions! In their place would be tran-

their own need to push the technol-

tellect cannot discover it by reason-

quility— calmness reigning in the

ogy boundaries.

ing, and the ego refuses to acknowl-

senses.
THINK about using your intellect

ing and working with joy, compas-

Sometimes we call it our Self, our

edge its presence.

In other words, THINK about liv-

about our true Self, we take a step

not merely storing the memory of

ativity. What are these worth to you?

back from the pleasures that drive us

already discovered knowledge. Learn

(crazy!); the memories that tell us,
"This is the only way our life can ever
be;" and the self - centeredness that the
ego engenders. For we have reached
the very source of life itself, the place
from which the Mind connects us
with every other living thing.
Perhans this is what Tom Watson

to trust your innate wisdom. Put
your faith in simplicity itself. Work
suddenly takes on a freshness and responsiveness that not only brings joy
to you but also makes life more enjoyable for those around you.

When we deepen consciousness

THINK about being free of your

eao—no more torment, distraction,

THINK!

■

as a tool for generating fresh insight,

sion, gratitude, generosity, and cre-

Bob Gunn leads Gunn Partners, a 50person consulting firm that helps Fortune 500 companies improve the relevance, value, and productivity of staff
functions. You can call him at (617)
747 -5010 or e-mail him at
robert.eunn @exult.net.
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Taxes

Anthony R Curatola, Editor

Uncertainty Surrounding the
Section 41 Research Credit
THE CREDIT FOR INCREASING RESEARCH
Activities (hereafter, the research credit) found in Internal
Revenue Code (IRC) Section 41 was enacted by Congress
to promote technological innovation and advancement in
U.S. businesses. In general, the credit is allowed for 20 %
of current research expenditures in excess of a base
amount. Although the credit seems straightforward in
theory, taxpayers are faced with frustrating practical
uncertainties.
The first uncertainty is the dubious permanence of the
research credit. Congress has never allowed the research
credit to become a permanent part of the IRC and has
exhibited inconsistent commitment to the credit. Most
recently, the credit was set to expire June 30, 1999. After
the actual date of expiration, the Ticket to Work and
Work Incentives Improvement Act of 1999 (the Act)
retroactively extended the life of the credit to June 30,
2004. It also came with some unusual timing gimmicks
by the government to offset the impact on the federal
budget. The extension rules set up two "suspension periods" during which the credit cannot be taken into account for any purpose under the IRC. Any research credit
attributable to the first suspension period (July 1, 1999,
through September 30, 2000)may not be claimed or otherwise taken into account until after October 1, 2000.Any
research credit attributable to the second suspension period (October 1, 2000,through September 30, 2001)may
not be claimed or otherwise taken into account until after
October 1, 2001.In practical terms, the suspension period
rule means that taxpayers cannot use the research credit
for purposes of determining estimated tax payments during these two periods. The Act does provide, however,
14
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that taxpayers can apply within one year of the close of a
suspension period for an expedited refund for amounts
attributable to the research credit generated during a suspension period. In recent hearings before Congress, various taxpayer groups asked that the credit be made permanent. They testified that the uncertain timing and permanence of the credit makes it hard to plan for
longer -run development projects because of the difficulty
in ascertaining the true after -tax cost of capital investment. Time will tell if Congress follows this suggestion or
continues its pattern of extending the credit at the point
of expiration.
Another uncertainty concerns the potential ambiguity
in the statutory definition of "qualified research activities." IRC section 41(d) (1) stipulates what practitioners
commonly refer to as the "four -part test," which details
four threshold requirements that research expenditures
must meet in order to qualify for the research credit (internal -use software must meet three additional threshold
tests). To qualify for the research credit, (1) the research
expenditure must qualify as a deductible research expense
under section 174,(2) the research activity must be undertaken for purposes of discovering information that is
technological in nature, (3) the research activity must be
undertaken for the purpose of discovering information
whose application is intended to be useful in the development of a new or improved business component, and
(4) substantially all of the research activities must constitute elements of a process of experimentation.
Reg. 1.174-2 defines "qualifying research expenses" by
stating, "Expenditures represent research and development costs in the experimental or laboratory sense if they
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We're seeking to confirm or update information you
gave us in the past, find out how you prefer us to contact you, and
learn more about your professional interests and activities.
Our purpose?
To help us create programs and services tailored to your needs.
And, to help us send you the kind of news and
information�you�want�—in�the�way�you�want�to�receive�it.
We need to hear from you, today.

are for activities intended to discover
information that would eliminate
uncertainty concerning the development or improvement of a product."
The section 174 test generally is interpreted very broadly, and any research and experimental expenditures incurred in the operation of a
trade or business are typically deductible. Thus it has rarely caused
controversy in the courts. The three
additional requirements of the four part test presumably were added to
narrow the availability of the credit.
Perhaps the most controversial
of the four basic requirements is
the requirement that the research
activity be conducted for the purpose of "discovering information
that is technological in nature."
The controversy is whether "discovering information" and "technological in nature" are separate
requirements or if "discovering information" merely amplifies the
technological requirement. In regulations released in January 2001,
the IRS takes a position treating
the phrases separately in Regulation 1.414(a)(3) and 1.41 4(a)(4)
and maintains that "discovering information" only occurs if "the
process is undertaken to obtain
knowledge that exceeds, expands,
or refines the common knowledge
of skilled professionals in a particular field of science or engineering." The IRS's discovery therefore
establishes a much narrower qualification standard —that the research must be to make a technological advancement —than the
definition of research provided under section 174. Although this position has found some success in
the courts, these regulations were
effectively withdrawn for further
consideration at the start of the
Bush administration. The counter
16
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argument to the IRS position, supported in a recent court case as
well as by elements of Congressional Committee Reports, is that
the focus should be on whether the
information discovered qualifies as
"technological in nature," not on
whether the information qualifies
as a revolutionary discovery. Uncertainty will likely continue in this
area until the IRS reissues its regulations and /or further court cases
clarify the issue.
The business component test is
another area of potential uncertainty
for taxpayers. The IRC Section 41
(d)(2)(B) defines a "business component" as "any product, process,
computer, software, technique, formula, or invention which is to be to
be held for sale, lease or license, or
used by the taxpayer in a trade or
business of the taxpayer." Obviously,
the incentive for the taxpayer is to
interpret this term in a broad fashion encompassing a larger percentage of the taxpayer's business —
bringing a greater amount of expenses into the credit calculation. Of
course, the IRS has the opposite motivation—to limit the reach of the
research activity. In court cases to
date, however, the IRS and the taxpayers in question have come to a
mutually agreeable interpretation,
and the focus has been on the other
three requirements of the four -part
test. Although this requirement
hasn't generated a great deal of controversy so far, the issue does interject some potential uncertainty into
the "proper" calculation of the
credit.
As with the above test, the
"process of experimentation" requirement may also present uncertainty for taxpayers. The final regulations (now withdrawn for further
consideration) take the position that

a process of experimentation may
include the following elements:
(1) development of one or more hypotheses designed to achieve the intended result, (2) design of a specific
experiment to test the hypotheses,
and (3) refining or discarding the
hypotheses based on the results of
the experiment. The IRS's original
position in the proposed regulations
was that a process of experimentation must involve the above elements. This interpretation was criticized for being too restrictive because it implied limitation of the
credit to laboratory studies when
combined with the other requirements of the four -part test. Although
the final regulations loosen the interpretation, it's still uncertain what
other activities will constitute a
process of experimentation.
In the end, the research credit
presents at least two forms of uncertainty for taxpayers: the risk that the
credit will expire prior to completion of the research activities and the
uncertainty in the qualification for
and /or calculation of the credit. Taxpayers will likely have to engage the
assistance of outside tax advisors to
help construct a tenable position regarding applicability and computation of the credit. ■
Melissa Walters -York is an assistant
professor at the R.O. Anderson Schools
of Management, University of New
Mexico. She can be reached by phone at
(505) 277 -7081, fax at (505) 277 -7108,
or e-mail at mwaltersftbax.com.
Craig G. White is an assistant professor at the R.O. Anderson Schools
of Management, University of New
Mexico. He can be reached by
phone at (505) 277 -8777, fax at
(505) 277 -7108, or e-mail at
white@anderson.unm.edu.
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Are You a Next - Generation
Accountant? I Kathy Williams, Editor
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WEBSITES

FINANCIAL PROFESSIONALS ARE CONSTANTLY BEING REMINDED THAT THEIR
profession has changed, the old rules don't apply anymore, and they need a whole new

websites you might

skill set if they want to succeed (never mind exist). Their days of being transaction proces-

want to check out.

Here are a couple of

sors and data providers are long gone, and now they must be visionaries, strategists, and

If you want another

technical experts.

easy way to look for a

A new research project, in which Robert Half International surveyed 1,400 CFOs and
interviewed a wide range of leading experts in accounting and academia, backs this up.

company's website
besides your usual

The purpose of the project was to determine how today's trends will shape the future of

search engine, try

the accounting and finance professions, to identify the skills and competencies accounting

www. web sen se. com.

professionals will need most to be successful, and to identify where the hot jobs will be.
The results were so compelling that Robert Half created a�_ o
website just to present all the information and to offer
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rea che d the home
page , en ter the name

advice. It's www.nextgenaccountant.com.
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The most prevalent finding was that the

want to locate in the
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upper left white bar,

sweeping changes as it transforms into a

and then choose "com-

"knowledge services" profession. Technology,

pany locator" from the

obviously, has had the most important impact as
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it has given financial professionals the tools to do

right bar. You'll re-

their jobs better and faster. Eighty -two percent of the
CFOs surveyed said their accounting departments have

ceive all the name
I

matches.

become more involved with their companies' technology ini-

If you want to listen

tiatives in the last five years, and 49% have become involved with e- commerce projects in

to the CEO of a pub-

the last three years. And when asked which skills, aside from financial expertise, account-

licly traded company

ing professionals would need, technology expertise was rated highest. They will need a

discuss earnings in the

working knowledge of new business applications, and they'll have to be proficient in

company's qua rterly

database, spreadsheet, and analytical software, among others.

call with investors and

Here are the mandatory skills for financial professionals:

analysts, go to www.

Technical. Broad -based expertise in every area of technological development is vital —
from an understanding of new applications and software to a working knowledge of wire-

for the free registra-

less technologies.

tion, and then choose

Communication. Strong written and verbal communication skills are critical. Financial
professionals must be able to explain financial data in nonfinancial cont inued on page 75
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MAKE AS MUCH MONEY AS YOU CAN UP FRONT, THEN SCALE DOWN AS QUICKLY
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Alleged Unethical Behaviors and
Schering - Plough Curtis C. Verschoor, CMA, Editor

stressedthenewroleofthemanage-

PREVIOUS STRATEGIC FINANCE ETHICS COLUMNS HAVE DISCUSSED THE BENEFITS

mentaccountantandhowtheyrelish

that can result from ethical corporate behavior. Good corporate citizenship improves
employee relations, brings customer loyalty, and enhances reputation and business per formance. My own research has shown a strong link between large public companies
that make a public commitment about the importance of their code of conduct and
several published measures of corporate performance.
An easier case can be made that direct negative consequences result when unethical
actions take place. Most large corporations have ethics codes, so unethical experiences
are likely to be caused by code inadequacies or improper administration. The pharmaceutical industry has provided several recent examples of ethical problems, although
ethical decision making should be critical in this industry to maintain consumer confidence, speed regulatory approvals, and ensure fair dealing by

WHAT'S IMPORTANT?

theirbusinesspartnership.Unfortunately,manynowspend12to14hours
a dayworking.
SomewhereIthinkmostofushave
missedtheboat.Whilecareeris
important,mostprofessionalsIknow
wouldratherbepursuingtheirhobbies
orspendingtimewiththeirfamilies.
Mostpeopleworkforonereason—
financialgainandwhatitcanobtain

NEGATIVE
Congress.
- Plough Corporation (NYSE: SGP) has been hit
CONSEQUENCES withSchering
several mistakes that seem to reflect poor ethical judgRESULT ments. Its stock price has tumbled precipitously, erasing more than
$10 billion of shareholder wealth. Numerous class- action lawsuits
WHEN
alleging concealment of problems and other actions could add
UNETNICAI substantially
to the cost. SGP also reported lowering marketing
ACTIONS and research spending, casting some cloud over its future prospects.
TAKE The group Public Citizen characterizes SGP's shipment of defective
after receiving FDA warnings for lax controls as a "priority of
PACE products
production over quality, a form of contempt for the safety of patients.'

forus.
Individualsnolongerseemto
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years.... I believethat if we look at
theincreasedhoursofwork,wewould
seethatthesalaryperhourhasgone
downforthebulkofindividuals.While
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theirsalariesthatway,asafinancial
personIwantreturnforeffort.
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fitsmylifestyle.I makefarlessmoney
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Other ethical concerns involve government probes of SGP marketing practices and
alleged sham payments designed to keep generic products off the market. Lawsuits related to payments to generic manufacturers allege damages in excess of $100 million.
A manufacturing audit of asthma medication at SGP in 2000 found the general attitude of management personnel as having "an imbalance between quality and production, leaning considerably toward production.12 The consultant found "excessive
turnover, inadequate training, and reduced morale because of the ever - changing per sonalities and ways of doing business." 3 There was a recall of 59 million asthma prod ucts that passed quality control tests despite some containing little or no medication.
In January 2001, an FDA inspection again targeted production of asthma products
and found that the problems had not been solved. Barbara Ryan, a securities analyst
who follows the company for Deutche Banc Alex. Brown, has stated: "Management's
behavior and accountability [in this matter] has been egregious. It begins with the
question of how did things get so out of control and ends with the question of how
they disguised this from investors for so long."4
Schering- Plough's management states in the annual report that it "maintains a corcontinued on page 20
porate code of conduct for purposes of determining

streetwise

AS YOU CAN TOWARD RETIREMENT.

[GOVER NMENT]

SEC Chairman Nominee Widely
Respected I Stephen Barlas, Editor
HARVEY PITT, PRESIDENT BUSH'S
choice to chair the SEC, should sail
through Senate confirmation unless
some skeletons come rattling out of
his closet. Pitt gets good grades from
corporate clients and SEC staff he
has gone up against since leaving the
SEC in 1978. Also, as part of his
tenure at the SEC, Pitt served as general counsel. One thing is for sure: It
is unlikely that Pitt will pick up

has represented numerous accounting firms and has been knee -deep in

Ar t h u r L ev i t t's cu d g el r eg a r di n g c o r -

co r p o r a te a c c o u nt i n g i ssu e s. H e

porate accounting and financial

gives speeches with titles like "The

reporting weaknesses. He may talk

Year of the Accountant: Financial

what the audit committees on corporate boards should be doing. He is
an advisor, not a scolder. Also, Pitt's
background on financial reporting
issues will be useful when Congress
takes on reform of the securities
laws, one of the things Rep. Mike
Oxley (R. -Ohio) mentioned when he
lauded Pitt's nomination. Oxley
chairs the House Financial Services
Committee.

Corporate Tax Cut Bill on
the Horizon

about them, but don't expect him to

Reporting Issues." His memoranda

Now that the individual tax cut bill

harp on these issues like Levitt. Pitt

to clients focus on issues such as

is close to a

c o nt i n ue d on p ag e 21
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Fall from Grace
0 "T H I S I S A P O R T R AI T O F A G R E AT C O M PAN Y ,

trolling the lifeblood. What happened to Internet com-

its leadership, its competition, and its character. Good,

merce happened to Cisco but for reasons unique to the

bad, brilliant, pompous, pious, powerful, arrogant —

company's leadership and problems.

all that and more applies to Cisco systems and its

Jeffrey Young has a talent for narra tive th at makes

p e op1e at this extraordinary tune u7 its his-

his book eminently readable. In the hands

tory." With these words, Jeffrey S. Young

of another author this might have degener-

opens his investigation of Cisco, Internet

ated into a technology history text. After all,

darling and d og (de pending on your per
spective and when you bought the stock).

"

how interesting are networks, switches, and

AUTHORIZED

The focus of the book is from early 1999 to

1

Cisco's fate in a succession of stories placing

"the industry's winter of discontent" at the
end of 2000.

F

If you're looking for a dramatic retelling of
the new economy's fall to earth, Cisco is a

M
JEFFREY S. YOUNG

good place to start. At the heart of the new economy is

routers? Instead, Young follows the course of

1 1

the reader in the situations that made a
difference.
The author begins with a profile of Cisco
CEO John Chambers. Then he explains the

nature and importance of the network to the Internet

the Internet, the center of the Internet is the network,

along with Cisco's ascendancy. These are in a general

and Cisco owns the infrastructure through which more

section titled "The Cisco Myth." Part two deals with

than 75% of the world's data travels. Talk about con

Lucent and Nortel as

c o n t i n u e d on p a g e 2 1
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tried to assure shareholders that

Memorial Education Fund
Needs Your Commitment to Create
a Better IMA for the Future
MA members who have shown their long -term interest in and support of IMA have come
together to form A Fund for the Future. MEF members believe in the IMAs purpose and
traditions and want to ensure its mission for future generations by providing financial
-

a

I

support to IMA educational and research programs.
Gifts made to A Fund for the Future may be directed for general purposes or for a special
purpose or operation, but it is the commitment rather than the amount that is the basic
factor in qualifying a person as a member of A Fund for the Future.The IMA and MEF have
501(c)3 charitable organization status, which, depending on your personal tax status, makes
donations tax deductible.
An individual qualifies as a member of A Fund for the Futureby:
• Endowing the IMA MEF with a gift of money, land, stock, insurance, or other marketable
assets.
• A deferred gift through charitable remainder unitrust or annuity trust, beneficiary designation from a qualified retirement plan, gift annuity, pooled life income fund
agreement, short -term trust, or life estate program that will eventually direct all or a
portion of the principal to the IMA.
• Naming the IMA as a primary or secondary beneficiary in an insurance policy.
• Including the IMA to receive a bequest in your will.
IMA has awarded over $1 million in educational scholarships since the mid- 1980s, and
the amount of scholarship awards has increased 43% in the last year alone. MEF supports
the IMA Faculty Enhancement Program, developing faculty and student programs that partner with IMA, and "2000 in 2000, a special student certification scholarship program.

Call 1- 800 - 638 -4427, ext.192 or visit www.imanet.org

[E T HIC S ] cont'd from p. 18

possible conflicts of interest, compliance with laws, and confidentiality of proprietary information.'
There is no mention of ethics or
core values. Efforts to obtain a copy
of the document for review were
unsuccessful as two SGP representatives stated the code was "an internal
document meant for employees and
could not be provided to
outsiders." 5 One wonders what proprietary information is contained in
the code that must be kept confidential. Also, how widely is the code
distributed internally and are training sessions are held in facilitating
its use?
20
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Without any answers, we are left
to conclude that there is no ethics
system in place to help Schering Plough employees make decisions in
accordance with the core values of
their organization. The code of conduct must be simply a collection of
legalistic rules. Academic research
shows ethical behavior improves
when three elements are present: a
comprehensive written ethics code,
training in its use, and a confidential
means to seek advice. Negative outcomes occur when employees perceive an ethics system as designed to
protect management.
At the annual meeting of shareholders, CEO Richard Jay Kogan

there is "a culture and system at
Schering - Plough that will sustain
compliance throughout the organization." He announced the major
strategy to accomplish this was personnel changes — primarily new
high -level manufacturing and quality positions. Kogan made no mention of any revisions to the SGP code
of conduct or its administration.
One wonders when ScheringPlough will realize that hiring new
people and relying on an existing
legalistic code of conduct are unlikely
to result in loyal behavior by employees. Cultural change requires an ethical shift so employees are proud of
where they work. A code of conduct
that emphasizes proper values deals
with setting examples, interpreting
ethical principles, and structuring
appropriate reward systems. An ethical culture that motivates employees
to act responsibly begins with
integrity and clear, unequivocal goal
setting at the top. It spreads throughout the organization through teamwork, training, and openness. It
encourages the challenge of unethical
actions and results in trust. ■
Curtis C. Uerschoor is the Ledger &
Quill Research Professor, School of
Accountancy, DePaul University,
Chicago, Ill. His email address is

cverscho @condor.depaul. edu.
Letter dated March 1, 2001 (www.citizen.
oryLg( publications/ 1559.htm).
2

Financial Times Wire, March 2, 2001.

3

Financial Times Wire, March 2, 2001.

4

Scott Hensley and Gardiner Harris, "Johnson and Johnson Net Rises 14°x6 As Profit
Falls at Schering - Plough,"The Wall Street
Journal, April 18, 2001, p. B10.

5

Telephone calls by author to Gail Sheehan
of SGP Investor Relations and Robert
Consalvo, SGP Media Relations.
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competitors.

done deal on Capitol Hill —to the

low corporation" because it de-

Land might call Tax Cut II, the

pends on an outsource and acqui-

Sequel. This time the upcoming leg-

defined pension plans(all of the provisions can be viewed by entering
the bill number at http: / /thomas.
loc.gov). Employers' contributions
toward that end are tax deductible in
a plan year. One of the two current
full funding options will be eliminated after 2004.

Then in a section called "Fault

tune of $1.35 trillion over 10

Lines," Young details Cisco's prob-

years— members of Congress are

lems. He calls the company a "hol-

moving on to what folks in La La

sition strategy, claiming there is a

islation will be about corporate tax

serious shortage of technology

cuts. It looks now like a business tax

leadership within the company. It

cut bill will be appended to a mini-

is headed up by "an emperor with-

mum wage increase, which is being

PUCHA Repeal Moves
Forward

out heirs." There is no apparent

ardently sought by Democrats who

The bill repealing the Public Utility

successor to CEO John Chambers.

want to increase the current $5.15

Holding Company Act (S. 206),

And the competitors like Juniper

an hour by at least $1. Because that
increase disproportionately hurts
small business, Congress is expected
to pair the increase with some tax
cuts of specific interest to small
business. But the bill won't stop
there. There will be consideration of
tax cuts for Corporate America, too.
The insurance, securities, real estate,
and high -tech industries are among
those seeking to stick provisions in a
business tax cut bill. This creates a
potential political problem. If the
Big Business breaks get too numerous —and consequently too costly —
they could sink the business tax cut
bill entirely.

which we mentioned last month,
cleared the Senate Banking Committee by a vote of 19 -1. The bill takes
oversight of energy holding companies out of the hands of the SEC and
gives it to the Federal Energy Regulatory Commission and the states.
The subtitle of this bill could be
"Help California with its Energy
Problems Now." ■

and Red ba ck ar e youn g a nd a gi le
They are the ones Chambers fears
most —those that can start out with
a blank sheet of paper.
Part four of the book, 'Into the
Void," begins with problems for
Lucent and Nortel. And then the
inherent weaknesses in Cisco and
the inflated growth of the Internet
begin to affect one of the most successful of the dot -com stocks. In his
storytelling style, Jeffrey Young
describes the November 2000
annual Cisco shareholders' meeting. Like the book's opening, the
story winds down with a John
Chambers speech about competitors and Cisco's future.
The author has some practical

Pension Bill Moves Forward

Cisco lesson. Use traditional metrics

Among the other potential amendments to a minimum wage increase
is the bill on pension reform (H.R.
10), which cleared the House on

advice for investors and corporate
leaders that he distills from the
to measu re a company's value,

May 2 by a vote of 407 -24. In May,

avoid hyp e, a nd r emember that

Rep. Richard Armey (R.- Texas), the

high- profit stocks are also high -risk.

House majority leader, said that he

He cautions business leaders who

hopes to add the pension bill to any

would like to outsource their way

minimum wage bill. Armey's state-

to success. Use the traditional busi-

ment and the size of the margin of

ness principles, and, when there

victory on the House floor for H.R.

are problems, face up to the solu-

10 make that bill a good bet for pas-

tions needed no matter how

sage this year. The bill is chock full

pcunful.

of technical provisions. One provi-

Cisco Unauthorized is published
by FORUM, an imprint of Prima
Publishing.— Michael Castelluccio

sion of interest is that Sections 501

and 502 of the bill make changes in
full funding requirements for
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ecruitingIsDriving
40
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IV

HRSystemsIntegration
- recruiting is like the first in a string of firecrackers. Its explosive
success is igniting a series of explosions throughout the human
resources departments of best -in -class companies like Hewlett Packard, Dell Computer, and Cisco Systems. It's telling everyone that HR
is moving to a whole new level of integration in which instant access to a
broad range of carefully structured information will drive faster and
more accurate decision making.
At one level, the success of e- recruiting shows that the application of

technology can create huge efficiencies and financial savings in HR. At a
higher level, e- recruiting demonstrates

CFOs, it may be time
to upgrade so your
company can find and
hire the best talent.

the critical need for the redesign and
integration of most HR systems and
practices.
In terms of recruiting, the most
successful companies are gaining an
advantage over their competitors by
creating career pages that make it easy
for both job candidates and companies
to size each other up and see if there's a
fit. At such companies, e- recruiting

BY BERNIE

isn't treated as a stand -alone HR tool but is integrated into an overall

CULLEN

recruiting and selection strategy that includes, among other things,
sophisticated behavioral and skills assessment, interviews by people
trained in modern interviewing techniques, and additional means of
identifying needs and sourcing candidates.
More important, companies are using e- recruiting to drive the
redesign of existing HR practices and to move rapidly toward truly

w

N
W

f

processes for performance management, staffing, promotion, career

_J

a

integrated HR systems that provide common frameworks, tools, and
development, training, and other key activities. Not surprisingly, best -inclass companies are building huge competitive advantages in these areas.
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LESSONSFORINTEGRATINGHRSYSTEMS
E- recruiting is a single process that's part of a larger workforce planning, recruiting, and hiring process, which, in
turn, is part of a larger HR system that includes performance management, promotion, succession planning, and
training. All these processes are linked by the fact that they
focus on a single "object;' the employee.
Like most other HR processes, e- recruiting involves the
collection, storage, and retrieval of information concerning employees (or potential employees) for purposes of
making decisions or controlling actions. And because it's
like many other HR processes, e- recruiting can serve as a
source of lessons and insights into the greater challenge
of automating and improving HR systems. Here are some
of the key e- recruiting lessons:

♦ Improvingpartofaprocess
createsdemandsforchanges
acrosstheboard.
In e- recruiting, the achievement of faster turnaround
times for sourcing candidates
can be completely undermined
if a company lacks the
resources and processes to execute other parts of the process
with comparable speed. Candidates who receive instantaneous acknowledgment of their applications expect to be
screened, assessed, presented with an offer, and hired at a
similar pace. While most companies take weeks to move a
candidate from the initial contact to the job offer, best -inclass companies are reducing the process to a few days
and, in some cases, a few hours. By moving quickly, such
companies remove outstanding candidates from circulation before their competitors know they're available.
What this says about HR systems in general is that new
technology in one part of a system will create additional,
frequently unrelated demands on other parts of the system. On PCs, faster CPUs are most useful when there are
parallel improvements in disk access speeds and memory.
The same is true for HR processes. For example, self service benefit systems will create demands for the faster
resolution of benefit problems without necessarily
acknowledging the inherent complexity of such problems
and the need for timely access to appropriate experts.

♦ Fastdatacollectioniswastedwithoutfastdecisionmaking.
In e- recruiting, the more successful a website is at attracting candidates, the more important it becomes for a com24
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pany to identify truly qualified candidates. But there are
few proven online screening or assessment tools available.
With today's technology, it's relatively easy to collect,
store, and retrieve information; it's far more difficult to
analyze that information and reduce it to what you need
to make decisions. To expedite the analytical steps and
the final decisions, we need to develop more powerful
decision - making tools and to have hiring managers and
other key decision makers remain fully involved in the
process. The benefits of a fully automated, integrated
recruiting system are frequently lost when hiring managers, for example, fail to define specific job requirements
or fail to make themselves available to interview candidates on a timely basis.
This means that companies need to recognize that
introducing new technology enabled HR systems will create
huge demands on the decision making components of existing processes. Exploiting the
power and gaining the financial rewards promised by automated systems requires the
development of appropriate
analytic tools and individual
discipline. Without these tools
and discipline, users are in danger of drowning in an
ocean of undigested and indigestible information.

♦ Technologyincreasesthedemandforeffectivedecisionmaking,interpersonal,andcommunicationskils.
In e- recruiting, an effective hiring decision requires both
a willing and informed employer and a willing and
informed candidate. Yet e- recruiting has little impact on
the ability of candidates and hiring managers alike to
determine whether there's a reasonable fit in skills and
opportunities, job demands, and expectations. The
required information should be more easily accessible
and better organized, but decisions and choices still have
to be made. In most cases, managers still need to interview candidates and be interviewed by them, and candidates need to evaluate opportunities and demonstrate
capabilities and interest.
What this says about HR systems in general is that
access to a larger amount of better organized information
will increase the focus on resolving problems rather than
on simply collecting or generating information. For
example, technology- enabled performance management
systems will surface more potential performance and/or
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development issues. The demand on managers' supervisory and coaching skills will increase as issues become
more visible and measurable.

♦ Tomaximizeperformance,alignandoptimizeeverypartof
theprocess.
Building an effective recruiting website requires that other automated parts of the recruiting and hiring process be
aligned with the site. For example, systems for storing
r6sum6s and other types of applicant information must
be searchable in ways that generate useful slates of candidates. Without the capability of efficiently and creatively
searching a database of candidates, the tool returns only a
small fraction of its potential value. Also, a weak search
function on a candidate database will encourage hiring
managers to develop secondary, redundant databases as
they become frustrated with the "corporate" solution.
For HR systems, in general, this means information
should be stored in ways that allow for its optimal use. In
particular, once information is entered, different HR
functions should be able to access that data for a variety
of different purposes without ever having to re -enter it.
This requires an understanding of how the data will be
used for a wide variety of applications. The great benefit
of ERP software is that it allows the same data to be used
for financial reports, project planning, cost accounting,
and more. The success of e- recruiting, or any online HR
application, will generate demands to better align HR
information and database architectures.

♦ BecauseHRsystemsareinterdependent,integratingthem
makesgoodsense.
Implementing an effective recruiting website requires a significant amount of integration, with the different steps or
parts of the process using common definitions. In such an
integrated process, for example, job descriptions establish
the criteria for screening and for assessing candidates. This
commonality speeds the process and provides the basis for
more effective decision making. But in most corporations,
job descriptions are handled by a separate HR group that
has no direct ties to recruiting. Thus real organizational
barriers exist to the creation of integrated HR systems.
HR organizations can achieve much greater success if
they build common analytical frameworks, common
technology platforms, and tools for the real -time sharing of data generated by the full range of HR applications. The path to success is very similar to that already
travelled by companies who fully leveraged ERP solutions, and we can anticipate significant pressure to
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reengineer many existing HR processes.

THEFUTURE
What's ahead for companies that decide to employ
e- recruiting as a major part of their HR strategy?
1. E- RECRUITING will effectively force the development of common frameworks for describing jobs, individuals, and job performance.
Until recently, most HR organizations have operated
without frameworks for describing jobs, individuals, and
job performance, or they've operated with competing
frameworks. For example, in most companies' job description criteria, performance- management criteria
and promotion criteria are developed by different parts of
the HR organization, in many cases using different terminology to describe exactly the same job responsibility or
individual attribute.
2. E- RECRUITING will provide technology platforms
that can be used to integrate other HR systems.
Historically, most HR organizations have been handicapped by skimpy technology budgets, incompatible
technology platforms, and large, cumbersome legacy systems. Fortunately, the overwhelming business need to
upgrade recruitment and selection processes is now serving as a major catalyst to drive the integration of HR systems. To respond to intensifying competition for job
candidates and to control escalating recruiting costs,
companies are dramatically expanding the use of technology in HR, especially for e- recruiting.
S. E- RECRUITING will demonstrate that efficiencies
can be achieved by integrating and technology- enabling
HR processes.
Efforts to develop e- recruiting are creating the preconditions for companies to develop fully integrated HR systems. The Web represents a ready -made common
technology platform. Now the challenge is for companies
to take what they're learning from their e- recruiting
efforts and apply it across the HR organization. Then
they will enjoy the dramatic gains in productivity and the
cost reductions that other administrative functions have
already achieved by integrating their operations and
breaking down the barriers that separate processes and
departments from one another. ■
Bernie Cullen is a partner with Cambria Consulting in
Boston. He has spent over 20 years working with executives
at major coporations on a wide range of HR strategic issues.
You can reach Bernie at (617) 523 -7500 or
bcullen@cambriaconsulting.com
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A Fresh Approach
PART 1
THISFOUR-PHASEPROJECTREVAMPED
INTERNALCONTROLSAT
SANDIANATIONAL
LABORATORIES

BY

MICHAEL

A.

SIDES

, C M A , CPA, CIA

,

AND

CHARLES

B.

GROSSO

On a mild New Mexico winter day in December 1999, managers from the
Albuquerque Operations Office of the U.S. Department of Energy (DOE /AL) and
Sandia National Laboratories (SNL) sat down to discuss SNL's internal controls. The
DOE requested assurances that Sandia had an internal control structure in place
that would adequately control Sandia's financial operations. Little did we know that
day, but a new model to evaluate internal controls would evolve: That's when the
a

Internal Control Review (ICR) project came to life. We'll take you through the
a

Z
W

reasons why we invested in this high - profile project, give you some background

0
1i
a

about SNL's existing control environment, and lead you through the four phases of
the project. Next month we'll provide the details about the model we used.

J
J
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BROADERTHANANAUDIT
DOE /AL management requested that SNL internal audit
perform an in -depth review of financial controls. As a
result of this discussion, an excellent opportunity to partner with DOE, Sandia's CFO, and SNL's internal audit
organization emerged. The project would ultimately lead
to a mutual understanding between DOE and SNL about
the control elements of SNL's budgeting and accounting
operations. The control evaluation model would be a
fresh approach at Sandia because this would be the first
time such a comprehensive review of financial controls
had been undertaken and because a model suitable to our
needs wasn't available.
But the ICR wouldn't be an audit. One reason is that
audits don't tell management what the controls are, only
that they are generally and statistically acceptable to support management's assertions. And, of course, they identify weaknesses. We accept this standard for professional
and financial reporting purposes, but if management
wants to know what the controls are, a different model is
needed. The bigger question: What model? We wanted

WE'RE CONTINUALLYSEEKING A
HEALTHYBALANCEBETWEEN
TECHNICAL EFFICIENCY AND
EFFECTIVENESSANDREGULATORY
COMPLIANCE AND HARD AND SOFT
CONTROLS.
the review to provide useful information for all employees who work with the accounting system, whether they
use, audit, implement, or oversee it.
Existing models, as far as we knew, usually included
inquiries, questionnaires, or audit programs, but all of
these have different characteristics. Questionnaires and
audit programs are typically designed to provide understanding of systems, processes, and controls and to point
to the nature of test work to be performed. But neither
questionnaires nor audit programs are suitable for a comprehensive review of internal controls, i.e., a review that
includes detailed identification and linkage to objectives
and the soft control environment. In short, we weren't
aware of a multi - dimensional view suitable to a detailed
review —a business model that could be adapted to our
purposes. We were also unaware of other laboratories or
companies that had performed what we were being asked
to do: identify and document the internal controls and
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performance metrics.
Of course, Sandia is no stranger to reviews. As a contractor for the U.S. government, Sandia operates in a
heavily regulated financial environment. Its contract with
the DOE requires the company to "review the management systems and internal controls employed in programs and administrative areas to ensure that they are
adequate to provide reasonable assurance that the objectives of the system are being accomplished and that these
systems and controls are working effectively."
We had our work cut out for us, but there were some
real benefits:
♦ DOE and Sandia could meet to determine joint
financial objectives.
♦ Sandia Internal Audit could reaffirm existing controls
and suggest opportunities for improvement.
♦ Internal Audit could refine its audit universe and
facilitate future risk assessments of Sandia's financial
operations and internal controls.
♦ Sandia's financial controls could be reviewed in a new
Oracle environment.
♦ Internal Audit could demonstrate its capability to
offer alternative services within the company.
Beyond these possible benefits, this project was consistent with the spirit of cooperation expressed in a 1997
agreement between the CFOs of Sandia National Laboratories and the Department of Energy. This agreement
challenges "employees to continually address joint
processes that can be benchmarked, streamlined, and
improved" and provides a "relationship that is innovative,
proactive, and focused on customer satisfaction." In this
context, the project quickly evolved into a four -phase
review of SNI;s financial controls in the changing environment created by a recent Lab -wide implementation of
an Oracle - integrated financial system.

ADMINISTRATIONANDCONTROLASPECTSOFA
NATIONALSCIENTIFICLABORATORY
With locations in Albuquerque, N.M., and Livermore,
Calif., Sandia National Laboratories is a multi - program
laboratory operated by Sandia Corporation, a Lockheed Martin Company. As stated in Sandia's mission statement, the company provides "scientific and engineering
solutions to meet national needs in nuclear weapons and
related defense systems, energy security, and environmental integrity and to address emerging national challenges
for both government and industry."
First and foremost, Sandia is a technical laboratory.
Though the SNL's main focus is on its technical mission,

Fi g ur e l L I N KS T O O B JE C T IV E S

INTERNAL CONTROL REVIEW
Objectives

we maintain robust administrative systems to achieve
quality results in the administrative support areas, which
include the financial, accounting, and information technology functions. This isn't easy. Because of Sandia's
heavily regulated financial environment, there's often a
dynamic tension between the technical and administrative organizations within the Lab. We're continually seeking a healthy balance between technical efficiency and
effectiveness and regulatory compliance and hard and
soft controls.
Sandia National Laboratories had been conducting
self - assessments since 1995. That year, DOE implemented
an annual, jointly agreed -upon performance appraisal
process consisting of a broad cross - section of Laboratory
activities in management, mission, science and technology programs, administration, and supporting operations.
Known as the Business Management Oversight Project,
this appraisal model was designed and implemented by
the DOE. The financial operations component, known as
the Financial Stewardship Plan, incorporated the internal

control framework concepts adopted by the Committee
of Sponsoring Organizations (COSO) and was built on
four pillars: performance validation, operational awareness, in- process measures, and performance measures.
The Institute of Internal Auditors (IIA) defines COSO
methodology as "a systematic step -by -step method of
analyzing and addressing the adequacy of controls in
multiple dimensions of the business.' You can find more
information about COSO at www.COSO.org.
The starting point for the Financial Stewardship Plan
was a risk assessment exercise. The goal was to develop a
framework for evaluating financial management systems
at each site by risk - ranking activities that presented risk
to the entire financial organization. Five fundamental
risks governed the process:
• Illegal augmentation of government funds.
• Overspending authorized funding.
• Other violations of appropriation law.
• Loss of government funds.
• The cost of inefficient operations.
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Based on the risk assessment, we would evaluate two different financial processes each year over a five -year cycle.
For federal government purposes, there are 10 core financial processes: budget formulation, budget execution,
accounts receivable, accounts payable, payroll, cash management, assets, other liabilities, cost accounting, and reporting. The annual reporting phase would consist of tracking
performance metrics negotiated between DOE and SNL
management and other reporting requirements designed to
validate the overall health of the financial processes.
The first evaluation period was fiscal year 1996,but
time has a way of changing perspectives. Eventually the
DOE decided the risk assessment should be revisited
because new risks had emerged that provided sufficient
reason to realign the original review schedule and
appraisal of core processes. These risks were related to
systems changes that had taken place within the Laboratory. By early 1999,the financial stewardship component had undergone a makeover. Redesigned at the
Albuquerque Field Office and titled the Financial Stewardship Program, it is required annual reporting for
Sandia Labs and four other DOE /AL contractor sites as
well as DOE CFO participation. The new Financial
Stewardship Program "is a comprehensive risk -based
approach to oversight of contractor financial processes
that relies primarily on information provided by the
contractor to DOE...." The result: a more rigorous
stewardship program establishing a progressively
demanding audit -like program. In 1999,then Vice President Al Gore awarded the DOE /AL's stewardship program with the Hammer Award, a special recognition to
teams of employees and citizens who have made a significant contribution in support of the National Performance Review principles: listening to customers,
focusing on results, empowering front -line workers,
getting back to basics, and helping communities solve
their own problems.
In 1996,in parallel with DOE /AL, Lockheed Martin
(LM) implemented its own COSO -based self - assessment
program. Known as CAMP, the Corporate Assessment
and Monitoring Process required annual self - assessment
reporting. The CAMP model consisted of an audit program requiring the identification of processes and key
controls; risk assessment for the key controls based on
given criteria; and random sampling for transaction testing. CAMP surfaced process issues and promoted self disclosure, much like DOE's annual appraisal, and, of
course, problems identified were expected to be corrected. SNL participated fully in CAMP from 1997 through
32

STRATEGIC FINANCE

I July

2001

1999,but in 2000, Lockheed Martin withdrew their annu-

al appraisal requirement for the Laboratory.

CONTROLSELF-ASSESSMENT(CSA)
Another program was also evolving at Sandia during the
1990s—Control Self- Assessment (CSA). The concept of
CSA was initiated by Gulf Canada in 1987.This highly
flexible tool taught by the IIA is built on the notion that
internal audit groups can add value beyond the range of
skills and services typically associated with the traditional
internal audit function. According to an IIA publication,
"CSA is a process through which internal control effectiveness is examined and assessed. The objective is to provide reasonable assurance that all business objectives will
be met." We know this tool well. Over the last few years,
Sandia's internal audit organization trained auditors in
CSA methodology and conducted numerous CSAs for
audit and operational purposes.

DEVELOPINGAVALUE-ADDEDMETHODOLOGY
In late December 1999,when DOE management suggested a review of internal controls be undertaken, Sandia
audit management asked us to conduct the review. A
number of questions popped up right away. What did a
review of internal controls look like? What was the
expected outcome? How could we best utilize existing
resources, such as DOE's Financial Stewardship Plan and
the COSO and CSA concepts? Would we use other models and adapt them to our needs? These and other questions kicked off our planning phase.
We held frequent brainstorming sessions with our manager in Internal Audit. They were useful because each led
to a deeper understanding of our goals and further into
project development and the application of complementary tools. The result: a proposal presented separately to
SNL's CFO and DOE /AL's CFO outlining the steps to be
taken, the resources required, and the time needed to fulfill our objectives. Throughout this period we had excellent support from our management and, ultimately, from
the CFOs, which was critical to launching a high - profile
project of the dimensions we knew were taking shape.

ISSUESOFSCOPE
Our project plan was built on the notion of linkages:
objectives, management controls, process controls, performance metrics, and reporting. Sandia National Laboratories uses a management concept called "line of sight"
to express the relationship between an employee's job
assignment and the mission of the Lab. By incorporating

Fgpn2: ICR PROJECT PLAN
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prioritized listing of
common objectives.
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this idea into our project and using an objectives -based
approach, our concept of what we would include in our
controls review began to take shape. (See Figure 1, Links
to Objectives.)
As we interpreted our project, it would:
• Review controls by incorporating the concepts found
in the COSO report, Internal Control — Integrated
Framework.

• Incorporate Sandia National Laboratories and Department of Energy customer requirements.
• Support the development of improved metrics reporting for management and the appraisal process.
The idea of strengthening metrics is important
because, if they're properly designed, performance metrics should reliably indicate that not only are controls in

place but they're effective, and if problems surface, they're
resolved in a timely manner. Metrics should measure significant process points or business results that give the
contractor and the DOE assurance about the integrity of
financial operations and compliance with the legislative
intent of Congress.
As we completed the project plan, we narrowed our
scope to the following areas:
• Developing an agreed -upon objective for Sandia's
financial information system,
• Documenting financial controls,
• Providing a gap analysis of current state performance
metrics,
• Performing an overall evaluation of controls, and
• Reporting to SNL and DOE management.
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Sandia National Laboratories is a multi - program laboratory operated by Sandia Corporation, a Lockheed- Martin Company, for the United States Department of Energy under Contract DE- AC04- 94AL85000

PROJECTPHASES
Because of Sandias regulatory environment and in the
interests of teaming, we divided the various ICR tasks
into four phases: distributing a questionnaire and holding
meetings to garner input on an objectives statement;
writing an objectives statement; reviewing the controls;
reporting the results and discussing them with management (see Figure 2, ICR Project Plan). Here's a closer look
at each phase:
Phase 1. In Phase I we developed a brief questionnaire that asked for input regarding what the objectives
for Sandia's financial system should be, and we sent it to
selected personnel at both DOE and Sandia. We also
hosted separate facilitated sessions: one with the DOE
Albuquerque Operations Office's chief financial officer
and his staff, the other with Sandia's chief financial officer
and his staff. The separate meetings resulted in two drafts
of Sandia's financial objectives statement from the perspective of each organization.
During these two separate sessions we voted electronically so participants could express their opinions on the
developing objective statement in a relatively anonymous
setting. It came as no surprise that the voting results
coincided with each organization's interests. The DOE generated objective statement focused on the importance
of compliance, while the Sandia - developed objective
statement focused on accomplishing the Laboratories'
mission and a high customer satisfaction rating. Both
versions of the objective statements, however, highlighted
the importance of financial stewardship, efficiency, and
effectiveness.
Phase 2. Phase 2 consisted of a joint facilitated session
that brought together the DOE and Sandia CFOs and
their respective staffs to work out a single objective statement for Sandia's financial system. After several hours of
spirited discussion among personnel at four levels (CFO,
director, manager, and staff), the combined DOE /Sandia
group forged the following joint financial objective statement for Sandia's financial system.
Enable customer mission success through efficient and
effective financial services and
♦ By a risk -based approach to achieve compliance with
applicable laws, regulations, contractual requirements,
and guidance.
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♦ By the mitigation of the Laboratories' business and
regulatory risk.
♦ By maintaining operational integrity, accuracy, and
timeliness of data and reporting.
♦ By providing strategic business expertise and additional value -added financial services, such as executing
financial transactions.
Phase 3. Phase 3 consisted of the actual review of
Sandia's internal controls as they existed at that time,
using the newly developed Internal Control Review
business model based on the COSO framework but
adapted to our needs. We accomplished this review
through numerous group meetings and interviews with
Sandia financial personnel and managers. In addition,
we collected and reviewed documentation such as flowcharts, policies and procedures, and desk procedure
material.
During this phase, we had to remind both DOE and
Sandia personnel that the ICR was only a review —not an
audit —so existing controls were only researched and documented. In the interests of time and scarce resources, we
did no testing or validation of internal controls.
Phase 4.This phase consisted of a combined
DOE /Sandia meeting, including both CFOs and other
previous attendees, to discuss the results of the Internal
Control Review performed in Phase 3 and to consider
initiating process improvements, such as more significant
performance metrics for Sandia financial operations. ■
This ends Part 1. In the August issue, we will explain our
Internal Control Review model, showcase actual forms we
used, and offer insight from those who participated in the
process as well as guideposts if you're interested in the
new model we used.
Michael A.Sides, CMA, CPA, CIA, is a business systems
analyst at Sandia National Laboratories. He has seven years
ofexperience at Sandia in financial systems design, auditing, and general accounting. You can reach him at(505)
845 -7913 and masides @sandia.gov.
Charles B. Grosso is an internal auditor at Sandia. He has
24 years ofexperience in budgeting, accounting, financial
polity, cost accounting standards, and auditing. You can
reach him at(505) 844 -3950 and cbgross @sandia.gov.
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CFOColinHeggiekeeps
BY RAMONA DZINKOWSKI

FitnessHoldings
Worldwideonits

fitness Holdings Worldwide is the largest
privately held fitness company in the

successfulprogramof

world. The parent company of 24 Hour Fit-

strategicgrowthand

ness Inc., it boasts 430 locations in the U.S. and in
11 countries throughout Europe and Asia. With an

marketexpansion

initial injection of $20 million by the private ven-

thatemphasizes

ture capital firm of McCown DeLeeuw & Co., the
company has grown from a small, California -based
fitness operation with 31 clubs to an international

shareholdervalueand
customerloyalty.

market leader with close to 2.7 million members
and annual revenues approaching $1 billion.
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The key to its ongoing strategy for rapid
growth is mounds of ready cash and the
tenacity of a veteran in tactical international
expansion, CFO Colin Heggie, former CFO
and senior VP of Burger King Corporation.
Prior to joining Burger King, Heggie was chief
financial officer /chief information officer as
well as senior vice president of international
operations at Pearle Vision. Before relocating
from Scotland to the U.S. in 1991, he was
finance director for Grand Metropolitan
Retailing LTD and former finance controller
for Unipart Group LTD, a logistic /wholesale
automotive components company based in the
U.K. During his five -year tenure there, Heggie
was responsible for corporate planning and
reporting, corporate financial services, treasury and funds development, business development, risk management, tax, and internal
audit. In a recent interview with him, Strategic
Finance explored the international growth and
financial strategy that brought Fitness Holdings into the billion -dollar sales range as a
privately held company and the second largest
fitness chain in the U.S.
RD: Can you explain the growth strategy
that swelled your company's holdings from
31 facilities domestically to more than 430
around the world while remaining a private
company? Is there something Inherent to the
fitness business that allows this kind of expansion to occur?

CH: How the company grew successfully in
the U.S. was to focus on the markets that it
was already in— geographically concentrating
on what most retailers call a cluster strategy.
You grow to a maximum in a particular area,
which enables you to leverage your marketing
dollars. It allowed us to have sufficient operations management support because the facilities were in close geographical areas. Then the
business literally rolled eastward from California. The international growth and development came once the McCown and DeLeeuw
venture capital involvement arose. That really
fast - forwarded the business. When you look at
24 Hour Fitness, which is the brand name for
the majority of our facilities, as it was when
Mark Mastrov started it in 1985, it was actual36
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ly growing through its own internal cash
flows. Fitness clubs are phenomenal generators
of cash. But once private investment firm
McCown DeLeeuw brought their financing
expertise to the business, it started moving on

4

a significantly faster growth curve. Currently
their investment in us is $112 million.
RD: How do you convince somebody that
large to expand that fast with a small fitness
company? What are some of the key characteristics that made FHW so attractive to a
venture capital firm?

CH: McCown DeLeeuw looks at investing
in segments that have significant growth
potential and that are centered on lifestyle
issues. For example, if you look at the fitness
club segment, it has been growing in real
terms around 4.7% compounded per annum
over the last 10 years. If you look at the forecasts for the next decade, however, the expected growth is close to 10% per annum. Part of
that growth is because you have the demographics working for you. You have the baby
boomers wanting to keep fit, live longer, and
look after themselves, and people today
appreciate that fitness is a fundamental contributor to health.
Ours is also a cash - driven business with
very good economic returns. When McCown
DeLeeuw came into the business with an initial investment of around $20 million, it was
just starting to grow off the back of management leveraged buyouts. Because the business
is such a large cash generator, you can actually
carry quite a lot of incremental debt and be
able to service the debt. Not only can you rely
on the equity, but you can also leverage that
equity with a lot of debt capital. That's how
the business started to grow.
To put it in context, the investment we
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make in our clubs can be recovered in three years in
many cases. We don't have any inventory, we don't have
any accounts receivable, and our members pay either cash
on a monthly basis or for a full year up front. The cash
from the business is around $100 million, after what we
have to pay in interest for principal payments to service
the debt. We use this to invest in new clubs, new acquisitions, or information technology, or we use it to remodel
and maintain our existing complexes at the highest level.
We then combine new green - fields— that's building new
clubs from scratch —with going into new territory and
acquiring club bases there. So the focused market strategy
combined with the economic demographic and the cash
flow that enabled us to leverage debt is how the business
grew substantially in the U.S.
RD: If this is such a cash cow, why are there so few
companies of your size in this business? I believe there is
only one other that can meet your number of facilities,
which also happens to be public.
CH:You're right. In the U.S. there is only one other
company, which is Bally. If you look internationally, there
are a large number, specifically U.K. based, publicly quoted and traded. And if you look in Asia, especially in
Japan, there are some very large businesses, again publicly
quoted on the Japanese stock market.
The reason there aren't that many in the U.S. is that if
you're running a fitness club, or running two or three fitness clubs as an individual here, you can actually make
phenomenal amounts of money and create very large
amounts of personal wealth. As you grow, then you start
sharing that wealth and that risk with venture capitalists
and with banks. They impose a lot of discipline and a lot
of external influence on you. As you step up a level, the
larger you grow, the more professional management structure you need. Many people make a conscious decision
that they don't want to go down that route. In Germany,
for example, there are over 6,000 fitness clubs. But there
are very few fitness chains with more than 20 facilities.
RD: What about franchising? The major branding players are the ones most known for their strategy of expansion and globalization. Has that been a strategic
consideration thus far?
CH:We haven't disregarded it, but to date the returns
we get from owning all our clubs are far better. The second point is: As you move into franchising, and I have
had firsthand experience with this, having come from a
business that was 92% franchised, you have to have very
strong controls and brand disciplines to make sure that
you maintain your standards and don't put your brand
38
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equity at risk in the eyes of the consumer. Our view is
that franchising has a place to play, particularly as we
continue to grow on a global level. But it will be focused,
it will be controlled, and it will enable us to maintain the
quality and integrity of the brand.
RD: What are the challenges of branding in the fitness
sector vs. branding in the Quick Service Restaurant (QSR)
sector that Burger King operates in? Aside from product
and service considerations, are their some distinguishing
features between the two?
CH:The major difference is that, in QSR, segment
branding is commonplace and mature. From that perspective, most of the players of substance control most of the
market. We believe that the fitness segment is no different
from most other branding environments —there is a definite benefit and a premium that comes from having a
brand. At the end of the day, you have to execute that
brand very well to deliver the customer the experience
they are looking for. But having that brand gives you power that an independently batched business doesn't have.
The challenge is that there are very few branded players
in fitness, either in the U.S. or on a global level, who have
mass in terms of numbers or the marketing dollars to
make a difference. Clearly it has been more challenging in
some parts of the world than others where there aren't
those sizable businesses that you can go in and acquire as
a base, input your operational procedures and sales and
marketing techniques, and therefore create volume very
quickly. So in some cases we've found the maximum base
that we could acquire was three or four clubs, and then
we have built out from there. For example, if you look in
Germany, specifically in Cologne, we made two minor
acquisitions. Since then, we have started building our
own green -field 24 Hour clubs. But the strategy and the
philosophy are the same internationally as they have been
in the U.S.
RD: Are you attracted toward markets on a currency
basis at all? I know the euro has taken a bit of a beating
over the last year. Has that changed your decision to Invest
In Europe?
CH: No. We look at investing on a strategic basis rather
than a tactical basis, and we look at making those investments over the medium and the long term. We have
looked at countries where the shareholder value size of
the prize is the biggest. From that perspective, the countries that we operate in and the ones where — looking forward strategically —we're growing will be those countries
that have already been identified as creating significant
amounts of shareholder value. We will be incredibly

focused in our growth, we'll build those markets to max
so that we're getting more than acceptable returns, and
then we'll move on into the other markets. Our focus —
our key market —would be the U.S., where we still have
substantial opportunity. We're predominately a "west of
the Mississippi" based business. We already have a presence in Germany, and the market is growing strongly. In
Asia, we have been in markets like Singapore and Hong
Kong. We're focusing on places like Taiwan and Korea
because the population and the size of the prize are significant. For 2001,we believe we will reach the $1 billion
sales mark. We are looking for additional equity as we
speak, and we would not rule out the possibility of going
to the public market sometime within the next two years.
Clearly the reason for that is we believe we have a very
strong story to tell with regard to our performance to
date and the future growth potential.

the member's service experience expectations. From that
perspective they are very similar.
Clearly the method of delivery and the focus from the
consumer are different, but I would argue that the key
drivers of the business are the same. It's about getting the
right site because the retail services site is critical regardless of what type of retailer you are. It's about having
incredibly good customer service, and that comes down
to the quality, the passion, and the motivation of your
people. It's also about brand awareness. Coming from
Burger King, my perspective is entrenched in brand management and process control. I think branding is what I
would call a latent asset at 24 Hour Fitness. My goal is to
bring our brand management skills and expertise to the
same level as the large branded players, the Burger Kings
and the McDonald's.

RD: Given how the market adores M&As, are acquisi-

and branding agenda of Fitness Holdings Worldwide?
CH: Yes. One of the things that we are increasingly seeing now is the number of our members who join our
clubs using the Internet. We also have a test relationship
with an e- business so that we can make certain we're
influencing an e- player in building some of the systems
that could be used for the entire fitness segment. For
example, we're testing a fitness tracking system that is
Web -based where people can plug in their goals and other health information and the system will generate a program that will allow them to achieve those goals.
Then they can take this into our clubs and link into
our on -site personal training program, which incorporates health and nutritional counselling as well. This
allows them international mobility with potentially no
interruption in their fitness training.

tions likely to dominate future growth In the event the
company goes public?
CH: With regard to the manner in which we would
focus that growth, it's likely that we'll continue to build
our own green -field clubs rather than doing acquisitions.
We will still do acquisitions where it makes strategic
sense, but we're mainly looking at strategic alliances with
key players where we can complement them, such as the
major retail supermarket chains in Europe. This is all
about location and traffic. We bring people to a site.
RD: As a former CFO of Burger King, what have you

brought from that industry to this one, and what do you
see as the main differences between the economics of
expanding in this sector vs. the QSR?
CH: Given the international experience and reputation
that Burger King has, and the experience that I've had not
only at Burger King but in some prior international
branded businesses, we have the potential to use that
experience to make it significantly easier for 24 Hour
Fitness to grow internationally.
One of the main differences between the two industries
is that fitness is a very fast - growing business whereas the
segment I came from wasn't growing at all. The margins
are also significantly higher in this business. And you
have the potential to increase market share without having major competitors to fight with in all the international markets. This is a unique position. In the QSR
segment, the only way to gain market share was to take it
from someone else. Here, growth is inherent. Yet both
Burger King and 24 Hour Fitness are retail services. Their
success is dependent on meeting either the consumer's or

RD: Is there a clicks- and - mortar strategy in the growth

RD: As a large collector of customer and market data,

do you see a potential to expand your line of business on
the basis of the wealth of consumer data that you own?
CH: Clearly we have significant amounts of data. We
currently have close to 2.7 million members. The challenge with it again comes down to how we position our
brand, how we weight that information to the benefit of
the member, and how we utilize that relationship with
other strategic partners.
We're starting that process. We believe there is substantial
opportunity for us to leverage that membership base. ■
Ramona Dzinkowski is president ofRND Research Group
and a regular contributor to economics and finance journals
around the world. You can contact her at
rndresearch@interhop.net.
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The Promise of

Web-Powered401(k)Plans
the near - religious zeal of its innova-

If

is to be believed, a radically new

kind of 401(k) is poised to revolutionize
the retirement savings industry.
A cadre of investment -plan entrepreneurs have fashioned a new - generation
retirement savings plan: the all- electronic
401(k). They've reengineered the 401(k)
with Web technology and Net connectivity
that streamlines costs to make a lower -fee
plan possible. Employee participants have
vastly more choice of investments plus a
world of online personal finance planning
and education. Employer plan sponsors
enjoy automated administration, legal
compliance, and participant education that
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less burdensome.

0

Retirement -plan innovators employ Web technology
to fashion a more robust and
efficient 401(k) plan.
BY ALAN LEVINSOHN

i jow
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These 401(k) innovators come from full- service investment management titans like Fidelity Investments, technology start -ups such as GoldK, or new divisions of
financial services corporations like Persumma Financial,
which is majority-owned by MassMutual Financial
Group. Their corporate structures differ; so do the details
of their business models.
But to industry analyst Dennis J. Ceru of TowerGroup,
one thing remains the same: "They are all entrepreneurs
who have excellent vision and are going to shake up the
industry," he predicts. "They're going to force a rethinking
of the value proposition around pricing and distribution
of the 401(k) product, particularly in the middle and low
end of the markets, but really across the board because
once pricing is applied to the low end of the market, the
high -end customers—even though they're getting good
deals —are still going to look for a better deal"

or that they can go after it— they've filled up their baskets
with lots of fruit instead of getting big fruit all at once,"
says Ceru.

FIDELITY:THEMARKETLEADER
But before they can fill their baskets they'll need to face a
formidable competitor: Fidelity Investments.
Fidelity was first to market in January 2000 with an allInternet 401(k) and now leads this product category with
1,200 plans in place (although an unspecified number of
Fidelity's existing 401(k) customers moved to its all electronic 401(k) after it was introduced).
Trademarked as the "e- 401(k)," Fidelity's product is

VIRGINTERRITORY
To sellers of new electronic 401(k)s, the low end of the
market is virgin territory. Only 35% of companies with
fewer than 500 employees offer a 401(k), and only 15% of
firms with less than 100 employees do, according to TowerGroup and the Profit Sharing/401(k) Council of America.
This low penetration rate is fairly remarkable considering that the 20-year -old 401(k) today covers 41 million
workers who have $2.5 trillion in these plans. For most
American workers, it's their largest liquid financial asset,
second only to the equity in their homes. The 401(k) has
also helped spawn more mutual funds than there are
stocks and turned mutual fund companies into complexes.
But the high costs of selling, record keeping, and
administering 401(k)s have kept most providers focused
primarily on corporations with vast numbers of employees, according to a TowerGroup report. Broker /dealers,
registered investment agents, and financial planners who
sell 401(k) plans have steered away from the small company market segment because of their costs: the long lead
time to close sales, time - intensive education, and continuous service requirements. Executives of smaller companies
have feared the added costs, complexity, fiduciary responsibility, and lack of quality offerings available to them.
But electronic 401(k) innovators say none of these factors is daunting any longer. In fact, it's the smaller -sized
companies they're primarily targeting. And now, with most
of their technology infrastructure built, they need volume.
"If the new entrants can come out and garner the
smaller -end client base and get a whole bunch of them
before the big boys figure out that it's worth going after—
42
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targeted specifically at companies with 100 or fewer
employees whose businesses already operate largely
through an intranet. Plan participants can choose from
up to 26 Fidelity mutual funds. Plan sponsors pay a competitively priced $1,750 a year plus a $750 one -time setup
fee and $20 per participant annually —plus investment
management fees, which the company claims are lowest
in the industry, according to Bill Carey, executive vice
president of Fidelity's institutional retirement services
division. Carey is responsible for 401(k) market segments
of firms with under 1,000 employees.
It took comparably little effort for Fidelity to quickly
bring its e- 401(k) to market and rise to the top once it
identified this niche as worthwhile — perhaps even essential—to be in.
"It's a perfect model," says Ceru, referring to Fidelity's
e-401 (k). "They're leveraging their investments across the
enterprise, from legacy systems on to new front -end
systems. And they're really making it work through the

A Word to the Wary about e-401(k) Providers
To those who harbor doubts about adopting an elec-

sends its employees' contributions to the servicer on

tronic 401(k) for their company, Dennis J. Ceru, director

time, and the funds are transferred to the investment

of online brokerage and investing at the financial tech-

manager on time. Once the funds are sent to the fund

nology research and consulting firm TowerGroup, offers

manager —as long as we're dealing with a reputable

some impartial advice and perspective:

fund manager —there is probably little risk that if the
servicing company goes out of business, anything other

Q: Would plan sponsors and participants alike be

than a short -term period of being unable to move mon-

comfortable interacting nearly exclusively with a ma-

ey around would occur.

chine for such an important financial product?
A: At the end of the day there are advisors promoting

Q: What does a potential buyer look for, or rather,

these products. There are people involved in this

look out for?

process. As much as the 401(k) plan has become a de

A: What you look for is how long the company's been

facto part of our work and financial life, and the con-

in business. You look for the quality and caliber of the

cept almost sells itself, the plan still doesn't just sell

senior management team. Do they have industry ex-

itself. It requires some amount of explanation and

perience and depth? You look at the product offering

some —it may be minimal— amount of customization.
So while you may choose a proto-

and see if it's broad enough. You look to see who
their reference clients are, and you

type plan that's highly uniform with

talk to them. And you do your care-

few bells and whistles, you still

ful comparison among your short

have to integrate your employees

list and include price in the mix but

40 K

into that plan and its process.

focus more heavily on service. And
at the bottom line of that list —

Q: What if the start -up 401(k)

which is opposite of what's at the

company goes bust?

bottom of most situations —is an

A: You have to look at where the

^~

assets are held, which is with the

I

I

assessment of quality, which is a
soft factor. And that has to be

investment management company.

something that's decided based on

The interim risk is that the employer

all those other factors.

ability to market and deliver it effectively with minimal
direct sales intervention.'
Fidelity, renowned for its in -house technology competencies, already had proven record - keeping and transaction- processing systems — perhaps the most critical piece
of a 401(k). Says John McMahon of Galatea Associates,
technology consultants who specialize in transaction processing: "I would recommend to any plan sponsor that
they go with a provider who has a time - tested transaction- processing system for the 401(k). Those systems take
millions of dollars and several years to develop, shake
down, and prove under high - volume requirements.'
Fidelity also had its record - keeping and transaction
systems Web - enabled and connected to two separate
websites: one for plan sponsors and one for plan partici-

pants, which provides investment education and personal
finance planning tools. These systems are used for all
Fidelity retirement plans including the Corporate Plan for
Retirement, Fidelity's under 1,000- employee 401(k), and its
Corporate Plan for Retirement 100, which competes with
its e- 401(k) but offers support service from a Fidelity representative. Its cost is roughly $5,000 a year, all inclusive.
"As our customers grow through organic growth or
through merger- and - acquisition activity, their needs
change ... they become organizationally much more
complex, and they need a different type of product or
different channels added to the service," Carey says. His
group's three products are in place at nearly 8,000 companies and are sold only through a dedicated Fidelity
sales force — although most of the company's other prodJuly 2 0 0 1
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ucts and services —first among them its funds —are also
distributed through third -party financial advisors.

PERSUMMAFINANCIAL
As Fidelity introduced its e-401 (k), MassMutual was well
under way planning a new company: Persumma Financial.
In conjunction with partner company Nextera Enterprises, an e- commerce consulting firm, MassMutual
launched Persumma in July 2000 with beta -test clients, an
intriguing business plan, and a high- achiever chief executive, J. Spencer Williams.
Prior to joining MassMutual Financial Services Group
in 1997,Williams led a team that restructured Federated
Investors, then the seventh largest mutual fund complex.
Before Federated, he helped a French investment company establish a U.S. mutual fund business. As chief financial officer of MassMutual Retirement Services, Williams
was a member of a management team that marketed
MassMutual's corporate retirement plans to mid - market
companies — typically those with 1,000 to 5,000 employees. It was then that Persumma Financial was conceived.
"We saw three macro trends that made us believe there
was an opportunity for a new business model," Williams
says. He cites the rebound of individual investors owning
stock or mutual funds, the coming retirement of the baby
boomers, and the Internet. "The Internet allows us to take
the [retirement -plan] business from its traditional group
structure and personalize its services so it moves to an
individual structure.'
Nextera and Galatea Associates, a beta -test customer,
helped enhance MassMutual's fund accounting and transaction- processing system and built Internet sites and
functionality around them for plan sponsors and participants. With the technology nearly complete, Persumma
began with beta -test clients in July 2000 and, in January
2001,began officially marketing its 401(k) product. To
date it has 12 plan- sponsor clients, including at least two
beta -test firms.
Persumma, which does no money management, prices
its Internet record keeping, transaction processing, and
administrative platform at a flat $12.99 per participant
per month. "Fee- for - service appeals to me because it
delivers a benefit that I would define as `the more you
save, the more you keep. And that is different than an
asset -based fee structure: You know, the more you save,
the more you get to pay." Also, fee - for - service "unlocks"
the choice of investments and unbiased advice. In contrast, an asset -based fee gives the seller an interest in the
investment options offered, Williams argues.
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Still, participants pay investment management fees.
Persumma has contracted with Morningstar, the mutual
fund research service, to help screen and select funds that
are appropriate for each plan sponsor and participant.
Participants, who can select from up to several hundred
funds, begin with a core group of 10 or so funds the
sponsor chooses, then have the option to add any other
fund to that core group, and can use Morningstar's personal finance planning engine that selects an additional
group of funds tailored to the user's financial profile.
"Advice is most valuable when rendered against unrestricted choice of investments," Williams says. Yet too
much choice can be very confusing. "Lots of people —
including me —don't want to be overwhelmed by choice.
But if I couple choice with advice, I can truthfully say I'm
best serving individuals who want to retire well.'
Although Persumma provides sales and service
through a dedicated sales force and also distributes
through MassMutual Retirement Services, Williams wants
wider distribution. "You can't get enough distribution
channels these days," he says, adding that "long -term,
viable distribution strategies is the principal challenge
today." In other words, it's "sales, sales, sales," he adds.

ALCHEMYWITHGOLDK?
Also competing in the electronic 401(k) market, targeting
small and mid -sized companies, are start -up companies
backed by wealthy individuals, entrepreneurs, and venture capitalists. One goes by the name of GoldK.
GoldK, which opened for business in July 2000,was
financed and launched by technology entrepreneurs, first
among them its chairman and chief executive, Brian E. Boyle.
Boyle, who is also a director, investor, and founder of

record- keeping company that GoldK recently acquired.

AFLASHINTHEPAN?
The phenomenon of the electronic 401(k) may appear
attractive. Who would argue with such compelling features as automated enrollment, loans, and government
compliance; an enlarged investment choice; and financial
analysis and advice? All for a relatively low fee?
But how sustainable is this newly fashioned 401(k)?
"I do not think it's a flash in the pan;' say Dennis Ceru.
"This is a model that incorporates a couple of things
essential to longevity: One, it is, at heart, business process
reengineering at its best. It uses enabling technology to
do today something you did yesterday better, faster,
cheaper. The second thing —which is key to its longevity—is it extends the reach of the 401(k) dramatically...
beyond the phone call or voice response system or service
representative. It is a 24 /7- available- anywhere - anytime
extended reach out to every man and woman enrolled,
who can participate in the plan equally." ■
Alan Levinsohn is finance editor of Strategic Finance. You
can reach him at alevinsohn @imanet.org.

a

several companies including the Boston Communications
Group, a telecommunications concern, and MicroFinancial Inc., a commercial leasing company, hired retirement
services industry professionals to develop and operate
GoldK. Among the people he and fellow GoldK directors
recruited last year were C. Troy Shaver Jr. as vice chairman, who previously was a senior executive at John Hancock Funds, Oppenheimer Management Corp., and State
Street Research, and Radu Pasovschi, formerly with Putnam Investments, as president of GoldK.
But, says Boyle, he became so "interested" in GoldK as
an investor and director that he decided to "get in the saddle and run this.' It was simply "too big of an opportunity."
GoldK, which distributes products of about 15 mutual fund families exclusively through third -party financial
advisors and brokers, provides its Internet -based record keeping and administration system at no cost to them
or end users. Instead, GoldK is paid from a portion of
the fund company's investment management and distribution and marketing fees that it negotiates with the
salespeople. According to a GoldK spokesperson, the
company has amassed 80 plan- sponsor clients, not
including 240 clients of a benefits consulting and
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Interim Financial Controller
TO GROW
YOUR
BUSINESS

They can fill in the gaps and offer good insight
and procedures.
BY

Jim G A N U N G

n interim financial controller can help a business in a variety
of ways. These can range from filling in temporarily until the

company finds the right permanent employee to helping a company
downsize its operations after an acquisition to acting as an "executive coach," which is in vogue now. Part of the reason for this trend
is that finance and accounting software can now perform a host of
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financial transactions that accounting professionals used to do man-
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ually, and it can report financial results rapidly. Better, faster technology has permitted the controller to move from "keeper of the
books" to more active business partner.
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it became evident to
me that a controller
was no longer the
person who just
reported the results
and planned the
budget but one who
had become an
enterprise partner.

I'm sure each of us recognizes
the satisfaction we used to feel
when we finally finished compiling the final financial statements. We breathed a quick sigh
of relief when we put the reports
into the hands of various managers and /or the owner. We felt
we had accomplished an arduous task. Today, accounting software makes those closing
periods of a few weeks distant
memories. This has lead to a
curious phenomenon —the
development of an interim
financial controller. These
experts are now available to small and midsize companies
that couldn't get that expertise before. They couldn't
afford it, or they had long -term, trusted employees doing
accounting work using the same old techniques. Doing
inventories for midsize firms could take a full week.
Financial reports were routinely finished three to four
weeks after the reporting period. Now we can produce
that information in days, which gives us time for more
strategic work.

ASKINGFORHELP
After I completed service in the U.S. Army as a ceramic
engineer, I started my two- decade career working for other people, first in production at a Fortune 500 company
building glass factories, then in glass research at another.
In the evenings, I earned an MBA in finance and moved
to cost accounting for a third company. I was able to use
both m y engineering and finance backgrounds, first in a
new opportunity as manager in a glass thread factory and
later as controller of a small start-up, a ceramic substrate
manufacturing company. My final full -time position was
controller of a midsize manufacturing company where I
remained for 10 years. These combined experiences
expanded my skill set and perspective and afforded me
the chance to see a full range of financial functions in a
variety of settings.
At the time I was thinking of making a change in my
professional life, I noticed that new accounting software
was dramatically reducing the time and work needed to
prepare month -end financial statements in addition to
integrating purchasing and receivables and making more
efficient inventory transactions. The software decreased
the amount of data -entry and manual work required by
48
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the workgroups, but it called for
increased coordinated communication because management was
calling for real -time financial
reporting. These tools allowed
companies to survive in ever competitive markets by providing them with timely numbers. It
became evident to me that a
controller was no longer the person who just reported the results
and planned the budget but one
who had become an enterprise

partner.
I realized that with my background and this growing need
for implementing new accounting tools, I could capitalize
on this opportunity and help companies to implement
software and train and organize workgroups to take
advantage of these tools and work faster and smarter. I
incorporated myself to offer the services of controller and
have been helping companies change and grow for more
than five years now.
Let's use one of my first assignments as an example.
The situation I'm going to describe happened because a
privately held manufacturing company was experiencing
rapid change in business growth. Accompanying that
growth was a succession of leadership and constant significant change in financial controls and reporting on
financial results.
The vice president of finance had been in charge of
improving the financial reporting and administrative
function of a factory located in Maine. This $10 million
(sales) company had recently increased its orders with a
new product line committed to a major franchise. In fact,
sales had increased by at least 25% compounded growth
for the last three years. No financial reports had been
done for three months, and a new software package that
would integrate information throughout the factory had
stalled in its implementation. The recently hired junior
accountant and payables clerk were scrambling to pay
bills. The vice president of finance became overwhelmed
and resigned.
The owner, a vigorous 76- year -old entrepreneur,
became concerned. He really wanted to retire, but before
he could he needed this enterprise to be sold for its full
worth as an ongoing business. So he returned from semiretirement to replace family members and new, untrained
employees who couldn't manage the dramatic growth. He

improved customer satisfaction. And the credit manager
could now hold a sales order as accounts receivable issues
were resolved.
Now we could also discuss the commission program
and improve it to encourage sales growth. Previous commission programs hadn't recognized the full effect of selling price increases. In fact, the selling price increases
hadn't encouraged the commission agents to sell aggressively. I developed a new program with the VP of marketing to ensure the commission program increased sales
units, not just salespeople's commissions, by placing an
incentive on new products and new business and on year over -year increased growth across predetermined product
levels. This forced the company and the salesperson to
agree on the contract each year, which would in term
facilitate better forecasting. Selective unit pricing increases had to be instituted to improve the profitability of
selected units.
The manufacturing function could now get direction on
quantities to make and cost. After I reviewed bills of material, we took a physical inventory, which uncovered opportunities for outsourcing of subassemblies and
improvement in inventory control and inventory turns.
Requests for quotes began to reveal subcontractors who
could make assembly items better and cheaper than we
could within our existing limited factory manufacturing
area because of their narrow factory focus. Wiring harnesses that were unique to each manufactured product line
were developed and tested in- house. As volume increased,
identified a subcontractor with a narrow focus and outsourced the production. This eliminated many small
inventory items and helped the manufacturing floor
become more efficient. We
required these subcontractors to
follow strict quality performance
on their units.
we

sensed that this significant portion of his life's work was
at risk and asked for help from his CPA firm and board
of directors.
This situation was perfect for an interim financial controller. That's where I stepped in. Having learned about
the owner's concerns while visiting friends in California, I
contacted the owner and agreed to meet him at his factory in Maine. During my initial interview, we discussed
techniques needed to get the financial reporting to begin
again. We focused on the weekly Flash Reports that were
done each Friday. These reports showed the weekly status
of orders received, orders shipped, expenses paid, discounts taken, payroll, cash position, line of credit available, and the accounts receivable aging. It was a vital
management tool for understanding the company's
financial position. It also was an early warning of slipping
orders or a change in customer demands.
Next we reviewed the status of the software and its
implementation schedule. For a factory of this size, certain modules of the program were delayed to focus on
order processing, inventory control, and transaction
sequence. Payroll reporting was outsourced to a payroll
company. The asset and depreciation modules weren't
installed but instead moved to existing accounting software under the CPA firm's management. We outlined the
implementation schedule and explained the details to
each department. We completed an agreement on
remaining tasks to be done, and we decided to distribute
regular progress reports so that everyone could recognize
and understand the steps being taken.
As the engagement began, I also started individual
training for everyone in the accounting area. The previous VP of finance hadn't delegated well and had taken on too
much work, thereby underutilizing her staff. As the training continued, I found untapped skills
in the existing personnel. With
leadership and direction, the
accounting staff significantly
increased its productivity. The
accounts receivable person could
now review credit issues each
week. The sales staff could now
review order size and makeup to
maximize profit by suggesting
proper order quantities, which
helped the factory achieve
smoother workflow and

WEACHIEVEDQUICKRESULTS
Within three months, there was
dramatic improvement in financial reporting and the financial
condition of the company. The
completely installed software was
now delivering its full effect
through more accurate and
timely reporting. "Top 10" inventory items were now being
reviewed for "max/min" ordering. The weekly Flash Reports
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unique role, you have to possess
a variety of skills. The accounting skills are the first you must
demonstrate immediately. More
subtle is the ability to listen and
communicate. Having a self deprecating sense of humor
helps in all the crisis situations.
Every interim controller must
listen to the people involved in
each situation because they are
the keys to your efforts and
eventual success.
A successful engagement is
determined by the right expectations being set at the outset, proper execution of the project, and the effects that remain long after the interim
controller leaves. Listening to the client's needs, assessing
the environment, and coaching the personnel involved
are key success factors. The ability to communicate the
problems, the proposed action, and the results of the

Listening to the
client's needs,
assessing the
environment, and
coaching the
personnel involved
are key success
factors.

continued and forecasted the
monthly reports.
There were some unfortunate
personnel situations that had to
be managed with care and compassion. In any situation where
change — particularly rapid
change — happens, people get put
into positions beyond their skills.
If they're willing and capable of
being trained, they can become
valuable employees. So, a key
component of an interim controller's profile (where a company is growing) is to be able to
quickly evaluate the individuals and provide as much
training as needed. In one situation, the payroll clerk
decided to return to school, and this led to outsourcing
the payroll function.

WINDINGDOWN
My assignment began to change as the owner could now
see his company's financial position improving. The bank
line of credit was paid off. A review of the balance sheet
revealed weakness in distributors' stocking procedures of
demonstration units, so we put a system in place, with
the distributors participating in the process, that resulted
in stronger communication with and review of distributors. The owner and his wife developed an employee
handbook for the first time. All of these things showed
that the financial functions were becoming stronger and
much more reliable.
The assignment concluded with the search for a full time controller. I led the interview process and the selection of the final candidate, then conducted a two -week
training period with the new controller. Part of that
training consisted of creating a 23 -page manual on the
systems reporting and the fully installed software.
Three months after I completed my assignment, the
owner was able to sell his business at a high multiple of
EBITDA (earnings before interest, taxes, depreciation, and
amortization; essentially the operating cash flow before debt
principle payment). He has returned to semi- retirement,
developing real estate in Maine. I remain in contact with
him periodically as we exchange ideas on current events.

TOOLSFORSUCCESS
This is just one example of the many assignments I've
had since becoming an interim controller. To fill this
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action are vital to each engagement.
I also encourage everyone to participate in the IMA
and similar groups. Through my IMA membership, I
continue my career development. The organization presents valuable learning and networking opportunities,
such as ongoing career seminars and Internet programs
that allow me to continue to learn during evening hours
as I travel on assignment. It helps keep financial professionals current about evolving accounting/finance techniques and new ideas.
To start a company, you must first ask: Can I take the
ups and downs inherent in a consulting practice? Am I
willing to seek out the supporting experts I will need to
develop marketing plans and advertising campaigns to
gain name recognition? Am I more comfortable working
with a partner or as a branch of a CPA practice?
A career as an interim controller is thrilling and rewarding. If you have the required skill set and are willing to take
on the risks of working for yourself, you will be rewarded
with opportunities that allow you to explore many different companies with varying degrees of complexity. ■
Jim Gaming is president ofJ.R.G. - Controller, Inc., where he
specializes in serving as an interim controller for project work
or consulting services through a company's transition. He was
a controller for more than 18 years at small and midsize
companies before starting his own company five years ago.
You can reach Jim at (401) 295 -8803 or-iMntriler@aol.com.
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The virtual close isE

s

EFFICIEINCY

K at its best.

BY FRANK POTTER, CMA
isco Systems recently achieved a breakthrough —the virtual
close —so their managers now receive financial results from
the prior day by 2 p.m. This breakthrough isn't just for high tech companies like Cisco, either. CEO John Chambers predicts the
virtual close will be a competitive imperative by 2010. The virtual
close is the Event -to- Knowledge (E2K) concept at its best.
E2K measures how long it takes an organization to record an event
and report it to the responsible information consumer. Although E2K
is a deceptively simple measure, it has important ramifications for all
organizations. It's an integral part of viewing the finance function as
a value chain onto itself as E2K goes beyond many traditional finance
department metrics and focuses on the point at which the department
adds value to the organization. By reducing E2K time, managers have
more time to act on the information, and, as a result, they can make
better decisions.
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Like Cisco, your organization can
shave weeks off its month -end reporting process. To do so, you need to take
the following steps: Benchmark your
company's Event -to- Knowledge Cycle,
identify the end user of the information, capitalize on Just -in -Time
Accounting (JITA) practices, distribute
the information digitally, embrace your
natural business cycle, move from a
reporting to an informating mind -set,
and educate your information consumers. Here's a look at each step.

BENCHMARKYOUREVENT-TOKNOWLEDGECYCLE
Do you know how long it takes your
finance department to complete the
E2K cycle? According to the Hackett
Group, an average finance department needs five days to
close a financial period and four days to produce financial reports. Larger organizations may require an additional two days to print, sort, package, and deliver the
hard -copy reports to a multi -site organization. Finally,
the information consumer may need one or more days to
digest the reports and then act on the results.
The total elapsed time from when the accounting period opens until the consumer reviews the information can
be as much as 43 days. This span of time, from when an
event occurs to when someone has the knowledge to act
on it, is the maximum Event -to- Knowledge cycle. Reducing E2K time is critical to increasing the value the finance
department brings to an organization.
Your initial E2K benchmarking will focus on the trans-

Getting information to the
end consumer quicker
and havi ng the c onsumer
understand this uuormation faster conserves an
organizations's most
valuable resource —time.

actional aspects of the accounting cycle, but subsequent
measures should focus on how efficiently and effectively
you transform financial information into knowledge.

KNOWYOURINFORMATIONCONSUMER
The first step in increasing the value finance offers an
organization is to rethink the finance department's value
chain —in particular, identifying the end consumer of the
department's product. In general, two internal groups use
the information: management and those in transactional
positions. While managers are typically responsible for
variances to a budget and/or overall financial results,
transactional audiences are interested in the detailed
activity within the organization, such as clerical staff reconciling accounts. In either case, both audiences require
timely, accurate, and complete information.

IMPLEMENTJUST-IN-TIMEACCOUNTING(JITA)
STRATEGIES
To get information to your key audiences as efficiently as
possible, use Just -in -Time Accounting (JITA) strategies.
JITA as well as One -Day Reporting were born in the mid 1990s when the Just -in -Time (JIT) management philosophy moved from the manufacturing floor to the finance
department. The timing was right for JITA because of the
improved integration and sophistication of enterprise
resource planning (ERP) systems. JITKs goal: reduce the
total close cycle from days or weeks down to a single
business day. To do so, finance departments compromise
detailed, precise, and highly accurate information for
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more summarized and materially accurate financial
results. Table 1 features some of the strategies for JITA.
JITA recommends the use of Flash Reports. These
quick reports are approximations of performance compared to expectation and are followed by more detailed
reports. If you use Flash Reports, education is key. The
information consumer must fully understand that the
margin of error of these reports is higher than in the traditional financial reports that would follow. With this
approach, parallel processing can take place. If a consumer identifies a significant accounting error, the
finance department can fix it before producing the final
traditional month -end reports. This, in turn, reduces the
need for adjustments in the following month and generally improves the quality of financial information.
To move toward Just -in -Time Accounting, investigate
what processes and steps in your accounting cycle you
can eliminate, realign, or redefine without impacting the
quality of the financial information. Just -in -Time
Accounting and the virtual close depend on integrated
and efficient information systems, but this requirement is
the most costly, time - consuming, and important strategy
in reducing E2K cycle times.

DISTRIBUTEFINANCIALREPORTSELECTRONICALLY
Up until the mid- 1990s, paper was the preferred medium
to communicate organizational results because it was
cheap, permanent, and relatively easy to distribute with
an appropriate infrastructure. Not so today. Paper is
becoming harder to justify as the preferred medium for
internal financial audiences. Consider an example from
the healthcare industry. Six clerks would spend most of a
day in a small room packaging the financial reports for
approximately 5 0 0 information consumers. The reports
traveled through internal mail, arriving on managers'
desks in another day or two. Because the information was
stale, managers often stacked the reports in corners of
offices. Much of this process was a waste of human effort
and energy. But it doesn't have to be this way.
With the application of technology, you can reduce
your organization's E2K cycle. Digital distribution of
financial information eliminates the entire two -day
report distribution activity. By using a corporate intranet,
you can distribute electronic versions to end -users within
minutes of their creation. But simply converting paper
reports into an electronic version misses the true value of
the digital environment.
The digital medium allows information to be produced
on demand; the following is one possible method of
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doing this. Each information consumer creates and
updates a capstone report, which provides specific summary information individually tailored to that consumer.
For example, the manager of the marketing department
may modify her capstone report to provide more details
about expenditures on advertising and promotion and
the impact they are having on sales. Thus this manager
can quickly react to changing promotional needs, for
example, re- balancing print versus electronic expenditures. By contrast, a human resources manager may modify a capstone report to focus on expenditures related to
sick time and other staff - related expenditures. What's
common with these managers is that both started with
the same basic report and then tailored it to their individual needs. While certain information or content may be
required by the organization —for example, budget variance or other performance targets—other information
presented on the capstone report is at the discretion of
each information consumer. The technology to create
capstone reports exists and is available to organizations.

MOVEFROMAREPORTINGTOANINFORMATING
MENTALITY
In both of the above examples, the information consumers are less reliant on information from a central
source. They have tailored a large pool of information to
their specific needs and requirements. Shoshana Zuboff

described this empowerment of end -users of information
and its potential effect on organizations in her book In
the Age of the Smart Machine.She coined the term "informating" to describe this effect. The adoption of digital
report distribution is a good first step toward an environment that is informating focused, not reporting focused.
This supports the perspective that internal financial
reporting is a nonvalue -added activity until the information is used by the end -user. Moving to an informating
model focuses on the most value -added portions of this
finance activity— quickly providing information consumers with knowledge about their areas of responsibility
so they can take the appropriate actions.

ALIGNWITHYOURNATURALBUSINESSCYCLE
No matter how efficient an organization's reporting or
informating processes are, you can achieve the most
dramatic reduction of E2K time by matching your organization's fiscal period to your natural business cycles.
Let's go back to the healthcare example. One of this
organization's largest costs was labor. All employees
were paid on the same bi- weekly pay cycle, even though
the financial period remained the calendar month. As a
result, the organization needed to calculate, reconcile,
and reverse payroll accruals every month. A 14-day fiscal period where the healthcare organization closed the
books 26 times a year at the end of each pay run would
have made more sense. In addition, it would have provided more timely and accurate information to the
organization.
The decision to change the accounting calendar can't
be taken lightly. There's the added cost to close the books
more frequently, but you can mitigate this if you adopt
JITA practices and move toward a more integrated and
efficient ERP system. Also, the need to adhere to an externally imposed accounting calendar, as was the case in the
healthcare example, can be mitigated using two
approaches: adopt accruals for external audiences or have
multiple closes.
Adjusting your accounting cycle will also yield the
greatest reduction on E2K cycle time. While a 24-hour
close is the gold standard, adopting a bi- weekly or a
weekly close can also yield enormous benefits for an

financial results into knowledge. This is the final and
most important part of the E2K cycle.
Central to this challenge is the need to educate
consumers, especially those who didn't learn financial
concepts in their post- secondary education. For example,
a basic "Finance for Dummies" course dramatically
improved the confidence level of the managers working
in the previous healthcare example.

TIME:THEULTIMATENONRENEWABLERESOURCE
Getting information to the end consumer quicker and having the consumer understand this information faster conserves an organization's most valuable resource —time.
Time saved can then be reallocated to more productive
activities. To get you started on reducing your E2K time frame so managers can obtain information they need sooner rather than later, here's a snapshot guide of the steps:
1. Benchmark current practices. Then hone E2K
measurements and results.
2. Know how each audience will use the information and
for what purpose.
3. Move toward Just -in -Time Accounting, which often calls
for an investment in information systems.
4. Distribute financial reports electronically so consumers
can have immediate access to them, and use technology that lets users tailor the reports to their needs.
5. Move from reporting to an informating mentality within
your organization.
S. Adjust your accounting cycle to match your natural
business cycle.
7. Educate the information consumer so they can turn the
information into knowledge, thus completing the E2K cycle.
And if information consumers can make better informed decisions faster and see the results of these
changes quicker, the organization as a whole is better off.
This, in turn, benefits all stakeholders including shareholders, investors, creditors, and governments. When you
reduce your organization's E2K,everyone wins. ■
Frank Potter, CMA, is a consultant with MONTAGE.DMC,
a division of AT6-T Canada, which provides integrated
information solutions throughout the world. You can reach
Frank at(780) 423 -4553 or frank.Potter @montage.ca.

organization.

EDUCATEINFORMATIONCONSUMERS
The work described above will deliver better financial
results sooner and more efficiently to your information
consumers, but these consumers must be able to convert

This article is a joint publication effort by Strategic
Finance and CMA Management magazine, which is
published by the Society of Management Accountants of
Canada (SMAC). For more information, visit
www.cma -canada.org.
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YOURCUSTOMERSANDSUPPLIERSELECTRONICALLY.

BY JEREMY RoCHE

magine getting a $300 return for every $1 your company
spends. Many businesses are seeing that sort of return on
investment by going to e- procurement.
Your company already is probably using the most basic form of
0
z

e- procurement simply by buying products and services over the

0
0

Internet. In a larger sense, though, e- procurement is coming to

0
Z
0

mean automating the whole purchasing process and making order

0

and requisition information available along the entire supply chain.
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E- procurement offers many advantages:
♦ You get two -way communication of real -time financial and purchasing information without the need for
electronic data interchange (EDI), middleware, or value added networks.
♦ Management at both the buying and selling ends can
see what's happening at any given moment and identify
trends and problems.
♦ A shorter purchasing cycle enables companies to
maintain lower inventory levels and respond more quickly to stock -outs.
Perhaps the greatest advantage, though, is that
e- procurement can unite customers and suppliers over
the Web, creating a seamless partnership that helps
streamline the most laborious processes.

To take full advantage of

e-procurement
you should tie the
procurement system
into not only your
financial system,

STRONGGROWTH
E- procurement has grown astronomically in recent years.
The Gartner Group estimates that online procurement in
the business -to- business market will jump from $75 billion in 2000 to $3.17 trillion in 2004.One reason may be
that it offers such a strong return on investment. Companies using online procurement report cost savings of up
to 80%, and a recent study by Deloitte Consulting shows
more than 200 survey respondents will average a 300%
return on investment over the first two to three years.
But the value of e- procurement is extending beyond
cost savings. Len Prokopets, senior manager at Deloitte
Consulting, says: "e- Procurement will fundamentally
change the dynamics between companies and their suppliers. The traditional `purchasing' department will cease
to exist. Its focus, instead, will be on understanding the
requirements of the business and therefore being able to
drive the business forward, coordinating information
exchanges and improving relationships with suppliers by
managing them more efficiently and developing negotiation and sourcing strategies.'

PAPERLESSPROCESS
Tying e- procurement to a company's financial system can
make the entire process " paperless." For example, start
with an electronic requisition that's routed automatically
for authorization. Your staff enters requisition data only
once, some of which can be supplied automatically. This
speeds up the process and reduces the chance for errors.
Once the requisition is approved, the actual purchase can
be handled a number of different ways. The employee
handling the order can call up electronic catalogs from
approved suppliers and order directly from them —or
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take advantage of the many online marts and auction
sites. Some advanced systems can search approved
vendors for the lowest price and make the purchase
automatically.
Once the purchase has been made, receiving can be
handled electronically— matching the goods received
with the purchase order and invoice. Some systems automatically notify the supplier that payment has been
authorized so the supplier can eliminate invoice generation and simplify the reconciliation process.
Financial data is automatically updated throughout the
process. Staff members in accounts payable and purchasing don't have to keep re- entering the data, and management always has current information. The biggest saving
is in staff time. You get the job done faster and eliminate
extra steps, not to mention saving money on paper and
postage.
Many e- procurement software packages simply automate the Internet ordering process. To take full advantage
of e- procurement, you should tie the procurement system
into not only your financial system, but also the systems
of your customers and suppliers. This expands the virtually paperless system to extend from one end of the value
chain to the other.
Suppliers, for example, could eliminate expensive
paper -based catalogs. If the e- procurement software generates eXtensible Markup Language (XML), suppliers can
process orders as a direct input without going to the
expense of electronic data interchange. Using XML, they
can then notify the customer when to expect delivery and
transmit an invoice; the customer's system can automatically match that invoice to the original order and post

e

e

s

y

much greater opportunity for errors. Much of the process
is still handled manually with paper documents: The
supplier still prepares paper invoices and mails them out,
while the buyer cuts paper checks and mails them back.
If management wants to check current purchases against
budgets, it must draw data from several sources —and
even then, the information won't be current.

SAFEANDSECURE

but also the systems of
your customers and
suppliers.
information to the financial back office. It's also possible
for buyers to automatically notify suppliers of payment
(based on a match with the delivery notice) so the suppliers don't have to generate an invoice.
Companies are automating the purchasing process
from requisition to payment all along the value chain.
This "paperless procurement process" is fast and secure,
yet it permits all users to share the information on a real time basis. Employees can check the status of orders
whenever they want, and managers can match expenditures against budgets without submitting data and then
waiting to see a report.
But research conducted by TBC Research Limited
reveals great variation in the extent to which companies
integrate procurement systems with other finance systems. Only 30% of those taking steps toward e- procurement are fully integrated, whereas 26% aren't integrated
at all. If the systems aren't tied together, e- procurement
becomes an isolated step. Instead of moving automatically throughout the value chain, the purchasing information stops at procurement. Data is stored in a number of
different places at considerable extra cost, and there's a

Larger companies are moving to commitment accounting. In this approach, managers set a budget against an
item, and the average spend is automatically reduced
once that item is purchased. Also, some of the latest software has built -in rules on employee purchasing authorization and single -click access to trading partners. So if
an employee is authorized to purchase a printer, the
e- procurement system can automatically direct the purchase to the vendor with the lowest price. It can also
ensure that the employee doesn't exceed his or her level of
authorization.
In the short term, some companies are reducing headcount, but many are simply allowing purchasing employees to devote less time to shuffling papers and more time
to strategic activities such as selecting suppliers, negotiating prices, and evaluating supplier performance. Purchasing professionals get to do what they do best, and the
company can reap the subsequent savings.
Right now, large companies are leading the way in
e- procurement. Because of the costs involved, smaller
companies are lagging behind. One way for smaller organizations to take advantage of e- procurement's benefits is
to consider using application service providers (ASPS). By
running their e- procurement and finance software on an
ASP'S hardware, the smaller company can get the benefits
of e- procurement without the cost of actually owning
and maintaining the hardware.
E- procurement promises to cut operational costs all
across the supply chain and improve management control. But to take advantage of these benefits, you first
need a financial solution that uses e- procurement to realize your ultimate goal: an end -to -end system that enables
companies to enter into truly collaborative relationships
with customers and suppliers. ■
Jeremy Roche is president ofproduct strategy, research and
development at CODA, Inc., a U.K. -based global
developer ofInternet- enabled financial accounting and
procurement software. You can reach him at
ferem.y.roche@coda.com.
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this opportunity to make sure all their planning and
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strategicplanning,
budgeting,forecasting,
financialconsolidation,
managementreporting,
tional plans with the corporate strategic plan and

andanalysis.

also ensuring their control systems include their
organizations' budgeting and performance measurement systems. The reason? Integrating the
strategic planning system with control systems is
the key to implementing and measuring a successful
business strategy in any economic or business
climate.
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To thrive in today's economic uncertainty, businesses
should harness the power of their strategic plans, budgets, performance data, and knowledge bases within a
single, integrated, easy -to -use system for management
planning and control (MPC). An MPC system must handle planning, budgeting and forecasting, financial consolidation, management reporting, and analysis. It must
help implement corporate strategies across an enterprise,
execute operational targets and budgets, and ensure that
transaction systems —such as enterprise resource planning (ERP), customer relationship management (CRM),
and general ledger systems —are integrated seamlessly.
Business leaders are demanding solutions that foster
greater communication among key decision - making personnel, facilitate collaboration across finance and other
operating units to effect improvements, obtain feedback
on decisions, and apply performance measures to make
sure the strategic plan, budget, and forecasts are on track.

MARKETDEFINESMPCSOLUTIONS
The result of this growing demand for integrated, holistic
MPC systems is that the market is defining a clear set of
rules for those solutions, which are fundamentally different from other financial analytic applications. Those other financial applications are "point solutions" that handle
individual processes, such as budgeting alone or only
planning and financial consolidation. MPC solutions, in
contrast, come in a single software package that directly
links and fully integrates all the work related to strategic
planning, budgeting, forecasting, financial consolidation,
reporting, and analysis. There are nine rules that separate
true MPC solutions and other systems, and you can use
them to help you choose the best solution.

Rule 1

restricted to specific processes. As a result, one change in
a structure or member should automatically update associated reports and analyses. Similarly, only one set of data
is held, even though multiple versions may be required.
This means that a number, whether it appears in the plan,
the budget, or actuals, is held only once.

Rule 3

EMBEDDED FINANCIAL
INTELLIGENCE
Look for a system that can automatically cope with financial statements and associated analyses without a user
having to "program" the system. As users manipulate
data, the system should correctly process debits /credits,
profit and loss, and balance sheet accounts.

Rule 4

MODEL THE FUTURE
The business rules should be able to access any item in
the database, and the software must be capable of carrying out data consolidation several times over. By allowing
these types of rules, the system can cope with a range of
requirements that would otherwise be impossible, including allocations and the calculation of minority interests.

Rule 5

INTEGRATED PROCESSES

TIME INTELLIGENCE

Ensure the system supports planning, budgeting, consolidation, management reporting, and analysis in a single,
"closed -loop" application. Users should be able to swap
between processes without changing environments or
moving data. Management should be able to quickly
respond to variances by evaluating alternatives, adjusting
plans, and informing users without the effort of learning
and maintaining multiple technologies and applications.

Make sure the solution can handle various measures of
time that meet process, reporting, and other needs such
as accounting cycles, rolling budgets, and year -to -date
figures. This intelligence makes systems much easier to
set up and allows a CFO, CEO, and others in senior management to cope with the move to continuous planning
because it fits naturally in the organization's hierarchical
structure and time measures.

Rule 2

Rule 6

COMMON BUSINESS RULES
Make sure the system has a common set of dimensions,
business members, and rules, although rules may be
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FOSTER COLLABORATION
Finance is beginning to play much more of a strategic
role in corporations. This shift means finance and nonfi-

nance users will work together closely on traditional
finance issues as well as matters outside the finance function, like marketing and sales. To enable this collaboration and support more - effective operational decision
making, users must be able to access data online whenever they need it and in any time period/version without
advance notice. They should be able to view and analyze
data across any appropriate dimensions — without limitations —such as by initiative, product, line of business, and
so on. They must also be able to rotate and nest dimensions as well as drill down to lower levels of detail within
the model.

Rule 7

GUIDED ANALYSIS
An MPC system should automatically focus users' attention to exceptions (i.e., opportunities or problem areas
evident in the data) that users defined by parameters or
criteria they set. Once these have been identified, users
need tools to guide them through those variances in
detail to develop more insightful analysis. Users should
automatically be alerted to exceptions that would otherwise go undetected. These techniques ensure that users
have more time to assess what the exceptions mean to the
business and take corrective action.

Rule 8

WEB ARCHITECTURE
To support broad deployment across the enterprise, an
MPC solution should be fully Web architected. This
means that users from any background must be able to
access the system through a Web browser, using any
machine from any location. The Web brings significant
benefits to the planning process. First, it's an intuitive
environment that enables users to share information
from a variety of sources without having to learn the
technologies involved. Second, systems can be deployed
to large user populations with little effort and at a rela-

tively low cost. Third, it eliminates the need to distribute
the application to each person's computer. Fourth, any
changes are automatically distributed.

Rule 9

CENTRAL DATABASE
MPC applications are built on top of a central database
rather than using proprietary file structures that are
common in many of today's systems. This database
should make use of mainstream relational technology
for scalability and robustness, although OLAP databases
can also be applied for smaller applications. Using existing technology maximizes the investments already made
in infrastructure and minimizes implementation and
training costs.

CARPEDIEMWITHMPC
Many executives say the time has come for an integrated
suite of applications that supports best practices in
strategic planning, budgeting, forecasting, financial consolidation, management reporting, and analysis. With an
MPC solution, companies can simultaneously link
strategic plans, operational budgets, and actual results to
forecasts with unrestricted analysis capabilities, thereby
eliminating a large source of data integrity problems and
unproductive time.
There's a wide gap between the ideal information and
technology environment required for financial analysis
and planning and the solutions provided by most of
today's heavily touted analytic tools. Most of these offerings either link together distinct and sometimes architecturally different modules, or they aggregate data from
multiple spreadsheets delivered over the Web. Companies
are increasingly turning toward highly scalable analytic
software solutions that provide users with enterprise wide functionality and can handle the broadest range of
financial and performance management analytics —the
very stuff of management planning and control.
BOTTOM LINE: MPC software systems herald a new
milestone in the financial systems marketplace. Such systems can truly help business leaders increase levels of certainty about the business and be more effective so their
organizations can thrive. ■
Brian Jarzynski, CPA, is vice president, chief financial
officer, and treasurer for Comshare, Incorporated, based in
Ann Arbor, Mich. He has more than 12 years ofexperience,
primarily in public accounting. You can reach him at
biar;ynski@comshare.com.
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MGI's Mobile
PhotoSuite

a
Text War e's Fi ta lySt an

Apple iBook

PP -

V,

PF ,

'3 Vsert FVnmt

Toob Table

GoBack 3

Apple iBook

To Help You
Escape

you

plug

If you need to take a computer with you on vacation, the new Apple iBook
is not a bad choice. Masquerading as a conventional laptop, the iBook is
a full- fledged multimedia
machine. It has a rugged
polycarbonate plastic case,
magnesium frame, and
rubber- mounted hard
drive, but only weighs 4.9
lbs. You can get it with a
CD -ROM drive or DVD ROM drive, or both. And
you can view an entire
feature movie on the DVD
drive because the battery
life has a minimum of two
hours and maximum over
five. The screen is high resolution—an XGA with
a resolution of 1024 X
768, and
can
your iBook into any television or projector. It
comes with iMovie software preinstalled that lets
you create digital movies
from existing digital video
footage. You can transfer
video clips from your
camcorder, edit them, and
then save them as videos
or on your Web page.
iTunes software (preinstalled) lets you create
MP3 files from your audio
CDs, manage your MP3
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collection, and create personal playlists. The iBook
has a 500 MHz PowerPC
G3 processor with 256K
on -chip level 2 cache, 64
MB of SDRAM expandable to 640MB, and CDROM, CD -RW, or
DVD -ROM drive. www.
apple.com Circle No. 50

show. You can beam pictures to other handhelds
and even beam the application to other users. The
video file formats include
.MOV, .AVI, .WMV; the
photo formats are JPEGs,
TIFs, GIFs, PNGs, and
BMPs. www.mgisoft.com
Circle No. 51

Along with the
Paperbacks

If you plan on doing any
writing while you're away,
and you'd rather just
bring a handheld, the
following two products
should be helpful. The
FitalyStamp is an ingenious redesign of the Palm
keyboard, and WordSmith
is an award - winning word
processor for the Palm
platform.

If you take a lot of pictures on vacation and
have a Palm or Handspring, you might want to
load MGI's PhotoSuite
Mobile Edition on your
desktop and handheld so
you can make those memories portable when you
return. With PhotoSuite
for the Palm OS, you can
transfer photos from your
digital camera, Kodak Picture CDs, and even video
at a full 30 frames per second. Once they're on your
handheld, you can organize files in albums, add
notes to files, view files at
full- screen, zoom and pan,
display thumbnail albums,
or even set up a slide

M G Vs M ob ile
Pho to Sui te
2001

TextWare Solutions
describes its FitalyStamp
as a keyboard optimized
for the stylus. There is a
five -color laminate that
goes over the graffiti area
of your handheld, and the
software overwrites the
keyboard layout. With Fit alyStamp, the center of the
keyboard area has 73% of
the keys used in normal
writing. If you add the letters c, h, u, m, also within
easy reach of the center,
you have 84% of what you
need. The result is an
increase in accuracy and
speed. Average users can
achieve 50 words per
minute, and, in a contest,
one user reached 80 words
per minute. A single tap
opens the number key-

board, and when you want
to switch back to use the
Graffiti system, you simply tap on the keyboard
symbol at the bottom left
of the FitalyStamp. All of
the functions of the Graffiti area are duplicated,
and the 220 characters of
Latin 1 give you the
accented keys that let you
write in Swedish, French,
German, Spanish, and so
on. The system is easy to

TextWare's
Fit alySta m p

learn and amazingly efficient. www.fitaly.com
Circle No. 52
Blue Nomad's WordSmith
is three products in one. It
is a full- featured word
processor, a document
viewer, and an enhanced
memo pad. It integrates
with Microsoft Word and
also offers full synchronization on the Mac OS. Word Smith has keyboard
support for the Palm
portable, Stowaway keyboards, and the FitalyStamp. Winner of
Computing Magazine's Best

Ole Edk yew Insert Format Tools T g *
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Wordsmith

Wordsmith
word processing

Wo rd p r oc e s s i
fon -our PA
i l ia ❑ ❑:_

for you r Palm

Computing's
Leonardo I Michael Castelluccio, Editor

nerovv <neverseenoerora

■
Bl u e No m a d ' s W o r d Sm i t h

WHEN THE BIG BOOK OF COMPUTER HISTORY is

written, many of the names on the timeline will be
largely unfamiliar. That's probably because our perspec-

Document EditorNiewer

back a few minutes or

tive is so limited by TV and periodicals we tend to fo-

of 2000 Award, WordSmith

even a few hours can be

cus on the success of companies and those individu-

has paragraph formatting,

invaluable. Roxio's

als who have learned how to license software and mar-

such as setting indents,

GoBack 3 Deluxe keeps an

ket hardware (Gates and McNealy), not on the

margins, and spacing

image of what your com-

innovators . Among the true creators are people like

between paragraphs. Font

puter and files looked like

Niklaus W irth and Dan Bricklin, Alan Turing, and

names, styles, and sizes are

before the crash or dele-

Douglas Engelbart.

preserved and can be

tion so that you can

But our shorts ightedness may change in the future.

adjusted on the organizer.

return to where you were

As c omputing reaches into all areas of our lives and

The program supports

before the disaster. It does

the mac hines become more human, we will be forced

superscript, subscript, and

this automatically, so the

to deal with the more philosophic al ques tions about

strikethrough. You can cut,

reboot, data recovery, or

ho w i nt e l l i ge n t m a c h i n e s a r e c h a n g in g u s a n d sha p i n g

copy, paste, select all, undo,
redo, find, bold, underline,

fi le r ec ov e ry d oe s no t

our civilization. Our attention will be deflected away
from profits and toward more reliable prophets .

rich text documents to

require special boot disks.
You can recover files that
you have deleted even
after you have emptied the
recycle bin. If you download a corrupted file, you
can use GoBack's Event

plain text, compress docu-

List to review your sys-

at a time when it was just a devic e producing amber

and set in italics. Word Smith supports color fonts
and color backgrounds.
Save your documents without exiting them, convert

Renais s anc e Men
A number of the more f as cinating f igures of c omputer
his tory turn out to be Renais sanc e men in the mold of
Leonardo. For ins tance, Douglas Engelbart c ame up
with an amazing number of new ideas for the c omputer

ments on the organizer or

tem's activity to help you

type on a small s creen. W orking for Xerox, he dreamed

when you sync them, and

find useful times to which

up the windows interface (later "adopted" by Mac in-

print with the support of

you can revert your hard

tosh and Micros of t), the mous e as a pointing device,

the PrintBoy utility avail-

disk. New features include

hypertext as a linking logic, shared - screen teleconfer-

able from Bachmann soft-

password protection, auto -

enc ing, and remote collaborative work.

ware. You can try out
WordSmith with a free

revert, and Windows 2000
support. www.roxio.com

more like Leonardo, Kurzweil's inventions include books

download from the

Circle No. 53

that read thems elves to the blind, mus ical instruments

And then there is Raymond Kurzweil. Perhaps even

that mimic every voice in the orc hestra, sc anning tec h-

BlueNomad site at
www.bluenomad.com. The

nology, and virtual reality patients that train doctors.

fully licensed version of the

He has f ounded four suc cess ful c ompanies , written

program is less than $30.

three books (two of them s eminal works in artific ial

j

intelligenc e), and has even created a program that

A Crash Helmet

intelligently picks stocks. If a Renaiss ance man is one

If there ever was a device

with multiple talents, Kurzweil qualifies. Leonardo said

that needed time - machine

of his own c areer, "T he events of my life are my

controls it's a computer.

thoughts." Likewise, you can track Raymond Kurzweil's

With system crashes,

career❑by❑his❑inventions ❑and❑public ations—❑thoughts ❑of

viruses, and program
lockups, the ability to go

continued on next page
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conventional fonts with the

the inventor.

Kurzweil reading machine.

There are a number of other curi-

The latest iteration (1998)

ous parallels between the two. The

is the Kurzweil 1000 Read-

16th Century genius was an

ing System.

artist/ scientist; the 21st Century

The patterns of written

inventor, a technologist /writer. Da
Vinci believed, "There is no certainty
in science where mathematics cannot
be applied." Kurzweil champions artifi-

language were now turned
Teenaged Kurzweil with
Steve Allen on I've Got a
Secret (above). Kurzweil
today (right).

cial intelligence driven by mathemati-

human speech and to turn
intelligence are brilliant,

that into printed words. The

Vinci composed dance arias and

but his sensitivity to

new company was Kurzweil

motets and invented hydraulic organs

pattern recognition and

Applied Intelligence (KAI),

and a famous silver lyre. While in

ability to re- create these

and in 1987 KAI introduced

high school, Kurzweil appeared on the

harmonies in his inventions make him

the first commercially marketed large -

TV show I've Got a Secret, where he

most like the Florentine inventor /artist.

vocabulary speech recognition system. The company was sold to

that he had built and taught to com-

Thoughts and Events

Lernout & Hauspie in 1997, and

pose. One of his later inventions was

With a lot of overlapping, there are

L &H's current products include Voice

the Kurzweil musical synthesizer.

five major areas of discovery in Ray

XPress and Kurzweil Clinical Reporter,

Kurzweil's still evolving career: optical

which lets doctors create medical

Pattern Recognition

character recognition (OCR), print -to-

reports by talking to their computers.
Kurzweil Music Systems developed

We live in a society that has made a

speech and speech -to- print, musical

difficult concept, genius, even harder

synthesis, medical technology and

the Kurzweil keyboard synthesizer, the

to understand because of our care-

training, and artificial intelligence.

first synth capable of creating the

less use of it. We applaud the

Having graduated from MIT in 1970

sound of a grand piano and other

comedic genius of Jerry Lewis and

with a B.S. in computer science and

orchestral instruments (1984). The

appreciate the artist Prince. In 16th

literature, Ray formed his first major

device uses sampling to mimic

Century Florence, the genius was

company, Kurzweil Computer Products,

acoustic instruments. It creates a

Leonardo and the artist was

Inc. (KCP) in 1974. The company

complex electronic profile of the

Michelangelo, but then there was still

developed the first OCR machine that

sounds and re- creates a multi- param-

a reluctance to overuse these terms.

could read any typeface. Kurzweil and

eter, digital sculpture of the piano's or

But besides the problem of swelled

his team had taught the computer to

horn's or kettledrum's sound. The

w

U_
f

team began to work teaching
computers to recognize

cal engines. Both are musicians —da

played a song written by a computer

J

over as Kurzweil and his

00
G
0

heads blocking our view, genius is

recognize general patterns for letters,

technique of sampling even allows

S

hard to recognize because it is so

and it worked for any font. KCP later

the recreation of the human voice or

rare and because we tend to look at

sold this product to Xerox, and it is

of sounds that exist nowhere in

the artifacts, not at the person, to

known today as TextBridge.

nature. Kurzweil Music became a part

decide if we're in the presence of

of Young Chang in 1990.

a device for "reading" text, and in

A current Kurzweil enterprise, the

ings, mechanical plans, and philo-

1975 Kurzweil developed the first

Medical Learning Company, offers an

sophical observations of Leonardo are

CCD (charge - coupled device) Flat Bed

online virtual patient for doctors in

impressive. Taken together, they are

Scanner. A third dimension was

training to diagnose along with infor-

overwhelming because they present

added to the text - translating scheme

mation for family practitioners.

the artist's view of a harmonious uni-

when KCP developed a program for

Another offering uses Al to search for

verse where all things are connected.

computers to say aloud what they

good stock investments. It's called

saw on the scanner bed (text-to-

FatKat, and you can review it at

a genius. His individual inventions

speech synthesis- 1975). The blind

www.fatkat.com.

and ideas on mechanical and human

could now "read" books written in

I don't know if Raymond Kurzweil is
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To list the awards won by Ray

Kurzweil and his companies would
take up too much space here —he has
won technology, book, and film

The Premiere Show for Financial
and Business Professionals

awards. A complete list is online at
www.Kurzweiltech.com /raycv.htm. You
have to scroll down several pages to

2001

Selected Awards and Honors. Better
yet, go to the first page (www.Kurzweil
tech.com) and click on any of the
eight icons there to see what he has
done and what he is up to now.
The Human Dimension in Intelligent
Machines

•

21st

Business &
Technology
Solutions
Show

Perhaps more important than Ray
Kurzweil the inventor is Kurzweil the
visionary. Ray's books deal with the
future of machine intelligence. Right

August

S

• 2001 Donald E. stephens •

•

Rosemont,

now, we are clearly distinguishable
from our devices with created intelligence, but an important question has
arisen: Is our evolution on track to arc
and merge with that of our machines?
After all, we trace our genetic past
to creatures with primitive ganglia for
brains. What then will tomorrow look
like for machines that can already
"out- think" us on the level of vastly
complex recursive calculating? Gary
Kasparov, rated by some as the great-

OVER 300 EXHIBITS FEATURING
PRODUCTS, SERVICES AND TECHNOLOGIES
FOR THE 21 ST CENTURY!
I Accounting and Tax Software I E- Business Applications I
I Employment Services I Investment Management Services I
I Office Products I Payroll I Web Accounting I

AND MUCH MORE!

est world chess champion ever, was
certainly surprised when he was
defeated in a tournament by IBM's
Deep Blue computer. It wasn't too
long ago that Kasparov said a computer would never defeat a grandmaster, at least not him. He neglected to

HEAR TOP KEYNOTE SPEAKERS INCLUDING:
ELLENGORDON- President, Tootsie Roll Industries
DANA "RICK" RICHARDSON - President, Richardson Media & Technologies
KATHERINE GEHL - Special Assistant to the Mayor for Technology, City of Chicago
BRIAN WESBURY - Chief Economist, Griffin, Kubik, Stevens & Thompson
PLUS THESE SPECIAL FEATURES:

consider that a computer might play
the game differently, and better, than
a human. Is there a general direction
in this for all of us?
Next month, in part two of "Comput-

Education Tracks (Accounting and Auditing, Consulting Services, Tax, Technology and
e- Business) and Floor CPE Sessions - All To Help You Meet Your Business Objectives!
I

L

I

N

I S

0

0

n

P

z

ing's Leonardos," we will look at Raymond Kurzweil's published views on
the future of intelligent beings. We will
also examine Bill Joy's contrary views.
He's another guy who has earned a

Access to the Exhibit Hall is FREE! To register, or for more information,
visit www.icpas.org or call the Illinois CPA Society at 312.993.0393.
SA

quiet but distinguished point on the
timeline of computer history. ■
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Fire Sale of Internet Assets
Heats Solid Companies
Solid, fundamentally

> HAVE YOU GONE TO A

January 2000. Nearly

during the tech bubble,

a website lately that you

half of these failures oc-

and that is why the mar-

k n e w was up and run -

curred within the first

ket has cor rected--and

compa ni es can n ow

ning —at least the last

four months of 2001, ac-

by the way, look what

"buy a proven Internet-

time you checked—arid

cording to Webmergers.

hap pen s n ow in a d own

based technology plat-

got that ominous mes-

com, a dot -com research

market: The fundamen-

form" from a failing dot -

sage, "This Page Cannot

firm that tracks Internet

tals come back even

com at a price that was

Be Displayed "?

companies.

stronger. People are even

unaffordable 18 months

more focused on them.

ago. In fact, since Janu-

And the fact they come

ary 2001, buyers have

dot -com crash is deep

tion advisor Brian G. Mur-

snapped up 498 Internet

and wide. For example,

phy, the bursting of the

shares of Theglobe.com,

tech bubble ushers

a youth - oriented website,

in a new era: a

now trade for less than

return to funda-

25 cents after hitting
nearly $40 a share in

mentals in

1999; stock of Beyond.

criteria such as man-

com, an online software

agement, market share,

that are fundamentally

retailer, now sells for 35

new products, recur-

strong could access the

cents, down from a high
of $41 in 1998; LookSmart

ring customers, grow-

technology from an ap-

ing margins, and posi-

plication service provider

441'

companies for a total of
$15.8 billion, according to Webmergers.
com. Short of an
outright acquisition,

which good, old

Murphy says companies

(ASP) or enter into a "rea-

Ltd., an Internet directory, goes for $1.56 after

tive cash flow form the
basis of evaluating cor-

back says they should

sonable" licensing agree-

peaking at $72. These all

porate performance.

ne ve r ha ve gone a wa y. "

ment with another com-

remain going concerns.

Gone are measures like

But more than 435 "sub-

revenue growth, website

dent of a corporate de-

"some of the intellectual

stantial" Internet compa-

traffic, and customer

velopment firm called

property that they want."

nies —those that received

"share of mind."
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significant funding from

"We clearly got away

Murphy, who is presi-

pany th at give s them

So today, this solid but

Services, sees a silver lin-
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professional investors —
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ing in the fall of start-up
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tal investment thinking
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Murphy's clients is in the
medical transcription

You'll Feel Almost As Comfortable
Taking The CMA/CFM Exam As You Did
Studying For It.

business —the dictation
and transcribing of physician records and notes.
"It's a very stable, fundamenta lly soun d company, it has recurring customers, it's a needed

AllreadY
PF

CMAICFM?

°uand

get t i °
View
new CP FREE
sh
hour, mi cr o ma
W � r details.

product and service
whose demand is growing. And because of regulations and the complexity of the healthcare
market, mor e documentation around medical
records and clinical
notes is being required."
This anonymous medical

Let's think — You can st udy for your
CM A/ CFM Exam i n a ge ne ri c se mi nar, or
si mply by 'hit t ing the books,' wi th no
pe rsona l i z e d he l p an d no p romi se you'l l
pass al l or any part of t he exam.
Or. Y ou can si t d own at you r d i sc re t i on
for a one -on -one , interactive power study

transcription company
personal instructor and tutor, customized
study session analysis, TexTutor® onscreen help, exam overview and prep tips,
immediate full -text answers to every
question and a completely individualized
study method.

can now afford to acquire and benefit from
Internet technology and
other "sophisticated ad-

session with the test review that guarantees you'll pass.*

In fact, only The MicroMash Way® lets
you study for your CMA/CFM Exam the
same way you take it ... on the computer.

vances in healthcare in-

MicroMash brings you never- available
before features like built -in on -disk

Old way vs. new way.
It's way easy to call this one.

and cre ate val ue by b e-

We also offer reviews for the

formation technology"
coming "more efficient,
accurate, and cost

6 1 J1

1- 800 - 272 -PASS

j2
CPA, CIA, and CISA Exams.

Ref# 2232

competitive."
Medical transcription
can also acquire the Internet compa ny not only

MicroMash®
At Your Own Pace. In Your Own Space.

at a fire sale price but
®dWI M Mmh, In: M,,.Nl. ,h,A Ndi khM WL, and
l.cr..r�—�rcgiv,rcd�uad-a,h-1�AI-M.,h.�1.

'(.,,ruin rtvnninm appl, can for rn .plo, drt.iL.

also on other favorable
terms because of the
scarcity of capital today.
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driven bubble period,

lions, sales, and market-

realistic for a mid -market

"When you go through

now has "three or four

ing— "acquiring other

comp any with rou ghly

down markets like this,

ways to access that tech-

businesses that have not

$100 million to $500 mil-

what you find is capital

nology," whereas previ-

yet adopted that technol-

lion in revenues because

becomes a prized com-

ously they had one or

ogy a nd in tegra ting

it has a sizable enough

modity," Murphy says.

none, says Murphy.

them into that technolo-

base to grow significant-

That "bifurcates" serious

From there, Murphy

gy platform, creating in-

ly by acquisition and is

buyers and "everyone

envisions that compa-

creased barriers to entry,

nimble enough to carry it

else who tends to be fish-

ny —now gaining signifi-

and competitive intellec-

off quickly and efficient-

ing." Also "in tougher

cant economies from

tual property." This kind

ly, he says.

times you see sellers

Web - enabling its opera-

of scenario is especially
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For example, one of

more motivated." ■

Karen Sanders

E- Questions /E- Answers

Advice from E -Mail Exchange Members
What do other companies do when the weather prevents a salaried employee from
going to work? Is the missed time charged against vacation or personal days? Or
does it vary based on the situation with the employee's supervisor? — Jeremy
Slonaker, Accupac, Inc.
A l . Where I used to work, if
'management declared the office
closed, the day was a free day off
with no charge against benefits. If
the office was open, and the employee ... couldn't make it in, it
was a vacation or personal day. —
Mike Marquissee, CMA, University
of Illinois at Urbana- Champaign
A2. You might need to check
your legal requirements in your
state. If the employee shows up for
even 15 minutes and is salaried,
you have to pay for the full day.
However, if they never show up at
all you may have more discretion.
Our policy is simple. The office will remain open, and
anyone who feels it is unsafe to travel may feel free to take
a personal day. — Don Haney
A3. If the salaried person wants to get paid, he or she
must use vacation pay. (We don't have personal days.)
This is a company -wide policy. — Accounting manager
A4. Here is our policy:
It is [company name] policy to not close its office during inclement weather, and employees should make every
possible effort to report for work. However, no employee
should place himself or herself in danger and should use
sound judgment in determining what is best for them.

Salaried employees must use a
PTO (personal time off) for every
day not worked due to inclement
weather.
Hourly employees will not be
paid for time not worked.
Employees at client sites that
have closed will be required to use
a PTO for each day not worked.
— Jeff Bray
A5. For our division, a "no
show" is a day of vacation. Coming
in late (even as late as noon) is not
charged as a day of vacation. Exceptions are made when the police
officially close the streets (i.e., arrest
people who are out). — David Whitney, CMA, CFM,
CPA, Emerson
A6. I have seen some pretty tough policies posted to
the list. It is most important to treat employees with
fairness and professionalism, particularly in this job
market. If people are already giving over 40 solid hours
a week, it is risky to morale [to make them choose between losing] vacation time or risking an accident.
Many people have computers at home and can take
projects with them. I am not advocating giving away the
farm when the first snowflake flies, just a little common
sense. By the way, I am an employer now, and this is my
J ul y 2 0 0 1
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JoinanIMAE-MailExchangeToday
A l . We advise our clients to
unwritten policy. — Jeff
classify it as a selling expense.
that your fellow IMA members posted on IMA E -Mail ExHillard, CMA, CPA,
— Joseph R. Tylieki, CMA, CPA,
changes, The IMA offers more than 20 E -Mail ExTechinfocus, Inc.
changes
for
members
-13
with
a
focus
on
specific
inKolb Lauwasser 6- Co., SC
A7. Companies I've worked
dustries and the rest focusing on other special interests
A2. Either way is acceptfor have gone out of their way
able,
depending upon internal
such
as
international
business,
family
business,
and
not to make a policy in regards
politics. I've always seen it as a
certification. As a member of an E -Mail Exchange, you
to salaried- exempt employees.
component of G &A. The logic
can send a question or comment to hundreds of colUsually it was left up to the dihas been that it is the A/R deleagues
just
by
posting
a
single
message
to
the
group
rect manager and employee
partment's responsibility to
address.
whether to give discretionary
manage the A /R. The bad debt
To learn more and sign up for this free member bendays off. The decision would
expense, therefore, should be
efit, log onto the IMA website, www.imanet.ore, and click
depend on such issues as: Does
recorded as part of their peron Interest Groups Overview. Get in the loop: Your colthe employee supervise hourly
formance. They also have the
leagues are a tremendous online resource.
staff? Was there any work comresponsibility to ensure the
pleted at home? How many
sales force is selling product
hours over the normal 40 does
into
work
and
let
them
take
a
day
off
to
quality
customers.
the person typically work? Exactly
Personally, I would tie bad debt
later in the year if they want. —
how inclement was the weather? —
expense
(and average A/R days) into
Robert E. Swanson, CPA, Fulton InKari Killen, NW Natural
the salesperson's performance to endustries, Inc.
A8. I would hesitate to dock anycourage them to take credit issues
A10. Most companies I've enone's pay without having a written
seriously. Once the sell is done, howjoyed
working
for
have
recognized
policy in place that has been apever, it is up to the A/R department
... "quality of life" issues. In other
proved by a labor attorney familiar
to follow through. — Bruce W. Johnwords, how material is that one day
with state and federal employment
son, CMA, ITT Industries, Inc.,
of
vacation
when
the
company
is
regulations that cover your industry.
Cannon Div.
faced with the alternative of an un— Andrew Braman, The Arc of
A3. Here I include it in G &A.
happy employee who will be less
Schuyler County
The Sales department has little say in
likely to give those 65 -70 -hour
A9. We get some bad weather
credit decisions, collection efforts,
weeks when necessary, and worse,
here, and we do not penalize any
and any write -offs. We make a sepamay
leave
the
company
and
cause
staff that misses a day due to bad
rate credit decision on each
you to go through the very expenweather as long as the schools are
The questions and answers in this feature are real ones

closed and so forth. No one has ever
abused [this policy]. We usually buy
lunch that day for those that make it

sive hiring and retraining process?
— Kari Killen [follow -up response]

CLASSIFYING BAD DEBTS

Separate yourse lf
from the crowd...
Become a CMA (Certified
Management Accountant) or CFM
(Certified in Financial Management)
Let Lambers show you how you can
achieve these goals right in your own home!

Lambers

CMA /CFM REVIEW

For information or sample video
CALL 1- 800 - 272 -0707
www.lamberscpa. com
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Wh er e do you cl assi fy Ba d
Debt Expense on the P &L?
Our i n ter n a l st a t em ent s i n el ude it as pa r t of Gen era l
Adm i ni st r at i on E xpen se, but
my feeli ng is t ha t i t bel on gs
as pa rt of Sell ing E xpense (we
break out SG &A into two
pa r t s). — Mark Slimko, CMA,

ESM 11, Inc.

Circle No. 22
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customer.
In a former company, we included the bad debt expense as part of
Sales because that operation was a
high - volume, small sales dollar
business, and credit decisions were
not made. Salespeople sold all they
could to whomever they could, and
we figured in a 3% bad debt experience, which was expected as the
cost of doing business in that manner. — Robert E. Swanson, CPA,
Controller, Fulton Industries, Inc.
Karen Sanders is editor /director
of IMA's Member Interest Groups.
You can reach her at
ksanders @imanet.org.
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cont'd from p. 17

terms and offer clear, concise recommendations to everyone from the
CEO and CIO to co- workers on
cross - functional teams.
Interpersonal. Soft skills such as
persuasion, diplomacy, negotiation,
coaching, and team building will be
necessary because financial professionals must be flexible, proactive,
and able to relate to colleagues from
diverse backgrounds and
professions.
Managerial. Management, marketing, and operational expertise will
be crucial if professionals are to
understand all areas and functions of
a company, anticipate the needs of
the business, and conceptualize
solutions.
Where are the jobs?
Major growth areas for corporate
financial professionals include cash
flow forecasting and analysis, computer systems and other technology
procurement, strategic planning and
management, and international
finance. Job titles that are gaining in
popularity are financial manager,
financial analyst, financial specialist,
strategic resource manager, consultant, internal consultant, environmental accountant, forensic accountant, e- commerce strategist/consultant, operations accountant, asset
manager, personal financial planner,
financial consultant /advisor, eldercare financial advisor, assurance services provider, and international
accounting specialist.
And what kind of education will it
take to get there?
The accounting curriculum will
be revised and expanded. Accounting majors may minor in information technology or may seek a combined accounting/IT degree, the
accounting curriculum may merge
with a broader MBA track, or the

curriculum will incorporate more
classes in which students learn
through team projects rather than
through the traditional model of lectures and tests.
Critical instructional areas will
include entrepreneurial thinking,
creativity, leadership, and communication, and the accounting major
will incorporate liberal arts and
business courses.
And the other key to career success is certification. The CFOs recommend that financial professionals
become a CPA (certified public
accountant) or CMA (certified management accountant) if they want to
get ahead.
For complete survey results and a
quiz to see if you're the next- generation accountant, visit www.nextgen
accountant.com. ■

[LETTERS]

cont'd from p. 18

IndosingyouaskedwhattheIMAcandoto
helpmembers.Ibelievethatwhileweneedtocomplimentourmembersfortheirworkethicandtaking
onthebusinesspartnershiprole,weneedtoremind
themwhatisreallyimportantWeneedtoafterour
culture.Also,weneedtohavethemplaceaccountabilitywhereaccountabilityisdueintheirorganization.Toooftenifonetakesonthepartnershiprole,
theyenduptakingonsomeoneelse'sdutiesand
beingheldaccountableforthem.Ourroleshouldbe
aseducatorsandguides,notassurrogatemanagers
forothers'projects.
Ihaveseenmorethanafewfinancialprofessionalsfalldownthisslipperyslope,endupwiththe
14-hourworkdaythatbecameroutine,andsucarmb
toworkaholism.AttimesinmycareerIbrieflymade
thisgravemistake.Ifwedon'tchangeourcultureof
takingontoomuchandstartlearningtobalance
whatisimportant,ourprofessionwillfinditinlxeasingiydifficulttoobtainandretainthosewhomay
wishtopursueit
II II /Main e

Financial Forecasts
& Budgets
PFP Provi des T he Flexibil it y, Power
and P res ent at i on Q ual i t y N eeded
To Tame Your Toughest Projects
Pro - formas for Professionals is a
flexible, fully- integrated, easy -to -use
model, designed to help you prepare
complete financial forecasts and
budgets within a very short
timeframe.
Runs in Excel. All formulas are included
and all commands have been automated
Free telephone support — forever.

399
Standard $
P/uS

Modula

$599
$899

The financial
forecasting model
r

r

for professionals
"A real winner"
— The Bottom Line

Income
SI
Cost of Sa

"Balance Sheets
Ratio Analysis

Overhead Schedule
Overhead Analysis

Sales Analysis
Cash Flow Schedule

Pendock Mallorn ltd.
245 8th Ave., #340, NY 10011

(800)567 -4500

Changes in
Financial Position

Bank Credit Line
Letters of Credit

www.pendock.com
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LEADERSHIP
Leadership. Many have claimed it. One has achieved it.
Robert Half is the leader in specialized financial recruiting, with offices worldwide.

,Staff Accountaw
A high -tech company seeks a Staff Accountant to join their fast paced, growing team. Position will prepare journal entries reconciling for period & year -end closings. This Staff Accountant
should be comfortable with daily accounting functions and have
a strong understanding of general ledger. Requirements include a
bachelor's degree in Business Administration, Accounting, or
Finance (or equivalent), and 2+ years of experience. Ideal candidate will have strong written and oral communication skills and
excellent software skills; proficiency with Navision is a plus.
Company offers a comprehensive benefits package, including
medical, dental, vision, and 401(k), as well as long -term and
short -term disability. Salary $45 -50K

Cost Accountant
International manufacturer in the telecommunications industry
is seeking a Cost Accountant to join their team and implement
change to their processes. Position will maintain cost analysis,
gross profit margins and income statement analysis. Successful
candidates will possess a degree in Accounting with a minimum
of 5+ years' relevant work experience in product and project costing. E xpe ri ence wi t h JD E dwards and t e le communicat ions
indust ry a plus. Salary and compet it i ve be ne fi t s to $50K.
A

-- - -

/ai l

-

Chief Financial Officer
Growing telecommunications company is looking for a Chief
Financial Officer to take the young, dynamic and financially
stable company to the next level. This is a critical position that
will report directly to the President and participate in strategic
planning and growth initiatives. The ideal candidate must have
ILEC or CLEC experience, background in the telecom industr)
and excellent communication skills. High energy and fast pace
required; CPA or MBA is a plus. Company has excellent benefits, relocation assistance, and a 25% bonus potential, with a
very competitive salary to $150K.

Controller'
Inventive, established company is seeking a Controller. The com
pany is growing its operations and exploring new technology any
desires an innovative person with a strong career track to join
their expanding business. This exciting growth requires an individual who can be a team player and a leader. Position will be
very involved with charting, graphing and planning, and will
report directly to the CEO and President, as well as to a Board
of Directors. The company uses the MRP /ERP system, and
requires a manufacturing background with cost accounting,
budget and cash management. CPA is required. Salary to $80K.

A X _ _ _ _

Distributor is seeking an Accounting Manager. This position
reports to the President and Controller and provides an opportunity for a hands -on accountant to oversee one accounting clerk
and all monthly reporting and financial statement preparation, in
addition to handling month -end, journal entries and variance
analysis. A bachelor's degree and working knowledge of Excel are
required. Salary $40 -45K DOQ.

S e w� r . A c c o u n t a n t / � �
Manufacturing company is currently seeking a Senior
Accountant/Analyst to play a key role in the accounting department. Position will initially report to the CFO and later to the
Corporate Controller, while gaining unlimited exposure to
Executive Management as well as a broad array of business and
accounting issues and concepts. Responsibilities will include
monthly financial and compliance reporting, tracking of budgets,
forecasting and re- forecasting, and preparation of analytical
reports for the Executive Management Team. Additional responsibilities include preparation of IOk and l OQ reporting, compliance issues, and possible opportunity to get involved with tax
issues. This is an excellent opportunity to wear many hats and
develop new skills. A bachelor's degree in Accounting and 2+
years of public accounting experience is required. Knowledge of
SEC reporting is a must and CPA is preferred. Salary to $55K.

A public bio -tech company is seeking a Controller /CFO.
Position will report to the COO and President and supervise a
staff of four. Responsibilities include: overseeing the accounting
and finance department, which will include review of financial
information; preparation and review of SEC reporting; and
investor relations, as well as interacting and playing a key role in
consulting with the management team of the company on finan
cial issues. Ideal candidate will have 10+ years' experience in
accounting/finance, and 2+ years' experience with a bio -tech
company. CPA and bachelor's degree required; Big Five experience a plus. Company offers excellent benefit package. Salary
to $175K.

&Wtroller
A progressive healthcare company seeks a Controller. Position
will be responsible for assisting with strategic planning, develo;
ing departmental objectives, supervising analysis of costs and
making rate recommendations to ensure appropriate cash flow.
Responsibilities also include developing and maintaining effective systems of general accounting and cost determination.
Qualified applicants will have a strong background managing
daily and monthly accounting processes. Knowledge of medica
billing, reporting and terminology a plus. CPA designation is
strongly preferred. Salary and excellent benefits to $70K.

ienior Financial Ar
Major corporation health group organization seeks a Senior
Financial Analyst. This is an opportunity for a financial analyst
with strong Excel and Access modeling experience to take a
leadership role in identifying and communicating planning
process requirements to Planning Directors and CFOs. Position
will also deliver usable financial models and provide individual
modeling expertise, support the consolidation processes of the
financial planning cycles (budgeting, forecasting) and provide
other general financial support. Ideal candidate should have 2+
years of relevant experience and an outgoing personality. Salary
$50 -55K DOQ.

ilwwW Analyst
A $100 million+ distribution company seeks a Financial
Analyst to report to the Director of Finance and indirectly to
the VP Operations. Position will assist in the development of
key performance indicators and means to measure the operating results against those indicators. Candidate will be responsible for the development of activity-based costing modeling to
help understand cost impact per activity-type. This modeling
will provide the company with the tools necessary to assist in
the development of pricing to customers. Responsibilities also
include mapping all distribution center functions to determine
what, if any, redundancies and /or inefficiencies are occurring.
Must be able to prepare accurate weekly reporting on
Distribution Center expenses, corporate operations expenses
and transportation costs. Ideal candidate will have a bachelor's
degree and 4+ years' experience as a financial analyst with an
understanding of business operations in a distribution, manufacturing, or retail company. Company offers excellent benefits
package. Salary to $65K.

A prominent energy company is seeking a Staff Accountant.
Position is perfect for a professional with financial reporting
experience. Responsibilities include preparing monthly financial
statements and general aspects of accounting for 12 entities.
Position also handles budgeting, forecasting and special projects
for the accounting process. A financial degree is required and oil
and gas industry experience a plus. Salary and comprehensive
benefits to $55K.

,inancial Analyst
E- commerce company is looking for a self - motivated and adaptable Financial Analyst who can respond to ever- changing priorities while supporting their technology area. Responsibilities
include monthly report generation, capital expense, headcount
and operating analysis. Additional responsibilities include participation in annual planning/budgeting process and periodic ad hoc
analysis and projects. Position requires strong working knowledge of GAAP and Excel expertise. Salary $50 -55K.

Manager of Financial
Fast -paced financial services company is looking for a Manager
of Financial Analysis. Position involves working for a $600 million NYSE company, supporting the Sr. Director in the development of direct response balance transfer program test strategies
and the effort to improve program rates and profitability by
using segment strategies and testing communication channels.
Qualifications include a 4 -year degree, financial services background in a marketing function and 5+ years of experience, with
an MBA strongly preferred. Salary $60 -80K DOQ.

Senior Accountant
Petroleum products marketing and distribution company is seeking a qualified Senior Accountant. Responsibilities will include
payables, receivables, payroll, general ledger, budgets, inventory
and financial reporting. Qualified candidates will have a bachelor's degree in Accounting and a strong working knowledge of
Excel. Must be able to multi -task and have strong analytical,
written and interpersonal skills. Ideal candidate will have 3+
years of experience with general accounting or related financial
operations. Company offers strong health and retirement plans.
Salary to $45K.

StaffAccountantlr
Construction manufacturing company is currently seeking a Staff
Accountant to join their growing team. Position reports directly
to the CFO and responsibilities include AM A/R, G /L, reconciliations, cost accounting and the preparation of financials for six
entities. A bachelor's degree in accounting or finance and a minimum of 2 years' experience required. Background in a construction or manufacturing environment preferred. Strong knowledge
of Excel and Timberline software a plus. Company offers a benefits package and salary to $45K.

Auto body chain with multiple locations is seeking a Corporate
Controller to join their senior management team. Position offers
growth potential into the CFO's role within the next 2 -3 years,
and will be responsible for all of the company's accounting functions, including Accounts Receivable, Accounts Payable, a manual
payroll system for 200+ employees, general accounting through
the month -end dose, and all financial reporting. This person will
also be responsible for securing outside financing, strategic planning (including budgeting and forecasting), and maintaining audit
relationships and the company's computer system, which runs off
Novell and Unix. The ideal candidate will have a strong desire to
be part of a dynamic organization where they will have input in
the direction and growth of the company and be pan of the senior
management team. BA degree is required; MBA a plus. Ideal candidate must have strong people skills and be able to supervise people at multiple locations. Excellent executive benefits package
including large bonus potential, with a base salary to $90K.

Call now for a FREE copy of the RobertHalf2001 Salary Guide!
For more information on these and other professional opportunities, call Robert Halfat 800.474.4253
to be connected directly with your local office, or visit our website at www.roberthalf.com.
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Online and In Line
BY DOUG MILLER

N/VV\/L ,/
trange thing about banks. If
you suddenly announced

-

—

you wanted them to take
d
custody of $10 skajillion in paper
currency, they'd be as cool and
unflappable as a stone dollar. It's
only when you ask them to handle
a little change that they get upset.
Take the Internet, for instance.
Commercial and retail banks just don't seem to know
what to do with it. Oh, they know how to surf for the
best deal on Ginzu knives and download pictures that'll
cause your socks to spontaneously combust, just like
everybody else. The problem is that they can't seem to
decide on the best way to make the World Wide Web
go to work for them.
On the one hand, continents full of younger, Web savvy customers — affluent Generation X -ers with no
time to spend waiting for toasters at
the local branch —are clamoring for
access to more online transactions.
They'll compound their own interest,
thank you. And if your bank can't
accommodate digital visits at any
odd hour of the night, then they'll
take their business elsewhere.com.
On the other hand, conservative
big - hitters —high- net -worth entrepreneurs and billion- dollar corporate
accounts whose idea of a deal- breaker is a smudge on their side of the
boardroom table —have made it perfectly clear that if
they can't lean back and put their feet up on something
expensive, they'll put them on the pavement and start
walking in the direction of your competitor.
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And that's the banker's dilemma — cyberspace... or
bricks and mortar. Is there no respite from the infernal
complexity of the high -tech age? Is there no way to
move with the speed of electrons and still sit across
from your client? Is there no way to change... without
changing?
Come on. Scientists routinely push atoms around to
spell the names of their family pets. Who for one
minute believes they can't come up with an Internet
experience that delivers the best of
the branch?
Want to bank online, but afraid
you'll miss the human drama?
Click here to download your
favorite wave files of babies crying,
kids whining, and mommies cursing. Miss those 10- minute t6te -Atetes with that special teller? Type
in your password to enter our real time Bank Lady chat room. Yes!
Those are actual insults from the
people in line behind you! Or load
our optional CD -ROM and play Shootout at City
National. Get Bonnie and Clyde before they get your
retirement funds! (Joysticks required)
Now what bank couldn't cash in on that? ■

There is no greater peace of mind than the knowledge of your family's security
Hep secure their financial future
with IAM' Group Term Life Plan

The IMA Group Term Life
Insurance Plan provides up
to $1,000,000 in member
coverage at the lowest
rates offered since its
inception in 1974.

Catastrophe Major Medical

Small Business Plan

Disability Income

Long -Term Care

Member Assistance

Cancer Expense Insurance

High -Limit Accident

Catastrophic Disability

Medicare Supplement Insurance

Rx Card

For information on the above IMA Group Insurance plans call 1- 800 - 424 -9883

Visit our web site at www.imanetinsurance.org
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Connecticut General Life Insurance Cnmpam, a CIGNA Cnmpam, I lartford, CI' 116152.
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They both took care of

Took care of their

SoW

leave his family with every

advantage,
while the other leaves

everything to chance?
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The difference is an estate plan that will leave
more of your assets where you want them to go.
Northwestern Mutual Financial Representatives
offer expert guidance in estate planning, as well
as a network of specialists to help get you closer to
all your financial goals.

Northwestern Mutual
FINANCIAL

NETWORK"

www.nmfn.com

M 2001 The Northwestern Mutual Life Insurance Co., Milwaukee, WI

Circle No. 24

