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Dear Friends and Colleagues:

Welcome to the summer issue of The Leading Edge, our flagship publication
designed to inform, educate and inspire you on the latest issues affecting the
greater-Houston business community.

I continue to find new technologies exciting and challenging, especially as to
how we can save valuable resources and become more productive. Today, all
the buzz focuses on “the cloud” and “Software as a Service (SaaS),” but what
does this really mean? Greg Price explores this in “SaaS: myth or reality?” Any
size organization doing business can benefit by becoming more educated on all
things SaaS.

Another buzzword in today’s accounting marketplace is “IFRS” or International
Financial Reporting Standards. While we don’t expect our clients to know as much
about IFRS as my PKF Texas colleagues do, Audit Senior Manager Chris Hatten helps
all of us understand a bit more about IFRS as they relate to small- and medium-
sized businesses. His article, “IFRS for SMEs: An update” serves as a solid platform
and a good opportunity to know how IFRS might affect our future.

Finally, our Cubesters are at it again—digging deep into topics designed for young
professionals. This issue’s article by Abby Brantley and Daniel Travis plays off
Hamlet's famous soliloquy ... with a twist. In “To network or not to network,” the
duo make sense of networking for results—a real art in itself.

As always, our doors are open for your feedback and comments. Tell us how
we're doing ... and how we can improve our relationships with you and your

organizations.

Kenneth J. Guidry, CPA
President

LEA Magazine is now available in a new PANNELL
online, electronic reader called “Nxtbook.” KERR ‘
Visit our publications page at PKFTexas.com, FQFIT{E%(;EEP%

and click on the most current issue. The Fit That's Right

2

PKF Texas Menu of Services

Audit and Accounting

o Audits

* Internal Audit

* Transaction services

* Evaluation and implementation of internal
control systems

Employee benefit plan audits

Systems consulting

Mergers and acquisitions

Special agreed upon procedures
Operational audits

SOX 404 planning & compliance

* Forensic accounting / Fraud investigations

Business Process Consulting
* eCommerce strategy consulting and implementation
* Entrepreneurial planning and business
plan development
* Business process measurement

Entrepreneurial Solutions

* Profit Enhancement Plus

¢ Reviews & compilations

* Turnaround management

* Strategic planning

* Healthy Start Package® for business start-ups
¢ Qutsourced controller & CFO

¢ (Cash flow management

* Accounting software support

Information Technology Consulting

* Application software selection assistance

* Business system design and implementation

¢ Hardware selection and implementation

* Network infrastructure evaluation and
implementation

¢ Microsoft Gold Certified Partner

Litigation and Insolvency

* Bankruptcy and insolvency consulting
¢ Insurance claims

* Accounting malpractice

* Tax controversies

Tax

Federal, state and local planning and compliance
Research and development tax planning

Cost segment analysis and accounting for buildings
and manufacturing facilities

Tax controversy management and resolution
Estate, gift and tax trust planning

Business succession planning

International Tax

* Global tax minimization planning and
implementation

Tax advantages for exporters

Transfer pricing studies and planning
Withholding tax compliance and planning for
cross-border payments

* Income and estate planning and compliance for
resident and non-resident aliens

Financial accounting for income taxes (FAS 109)
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Z Scrutinize new

_< opportunities, think
for future success
By Ann M. Gynn

innamon buns and hard hats.

Those ingredients helped cook up the current reinvention
success at Schlotzsky’, an international fast-casual dining
franchise that filed for bankruptcy just six years ago.

It wasn’t just any cinnamon buns—it was Cinnabon,
the market leader in cinnamon roll bakeries that already
had 750 franchises and great brand appreciation. And it wasn't just
hard hats—it was an entire team that rebranded Schlotzsky’s,
including the physical transformation of the stores from local delis to
contemporary hangouts.

Just a few years into the “reinvention” process, the results speak for
themselves. On average, the Schlotzsky’s/Cinnabon-branded stores
are seeing 9 percent sales growth and the remodeled stores are seeing
an average 40 percent sales increase over the previous year.

The economic downturn has forced many companies to look at
“reinvention” as a matter of survival. Others have been working
proactively for a while to identify opportunities to adapt to changing
marketplaces and different customers’ needs or expectations. One of the
most talked-about “reinvention” companies is Apple, whose

introduction of the iPod in 2001 transformed the former personal
computer company into a consumer electronics manufacturer and
retailer. Yet, Apple’s reinvention story is far from unique.
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Tips for reinvention success

Kelly Roddy, president of Schlotzsky’s,
offers these five steps:

2
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Make reinvention a part of your culture. Everybody at Schlotzsky’s thinks
about how we're here to make our franchisees successful. If we make other
people successful, regardless of what position they're in, and if you don’t
worry about yourself, success will happen.

Be ready for change. Prior to the explosion of food media, trends developed
more slowly and took five to six years before they crossed the country. Now,
trends go coast-to-coast in a matter of months. You don’t have to make
major changes. You just have to stay relevant with your associates,
franchisees, vendors and consumers.

Don't forget solid economics. Reinvention still needs to make strong
financial sense.

Don‘t grow. Schlotzsky’s put growth on hold for a couple years. It didn’t
pursue deals, though it still sold a select few franchises. We've said “no”
more than we've said “yes.” Beginning last August, Schlotzsky’s went into
growth mode and expects to add 100 stores in the first calendar year.

Have a strategy. Be patient and work the strategy. Make sure every piece is
fleshed out and works properly before you move to the next step. If our
culture wasn’t right, we wouldn’t have the mindset on how to make other
stores more profitable. Everything had to happen in order. e

More sophisticated customers
Schlotzsky’s President Kelly Roddy says the
restaurant chain wanted to stay on its
customers’ dining list. People typically have
five or six staple restaurants they go to, he
explains. When a new restaurant opens, they
try it. If they like it, it goes on the list. That
means something comes off their list, too.

Schlotzsky’s was a 40-year-old restaurant
brand that really hadn’t done anything to keep
itself relevant to diners. “We knew we needed
to reinvent the brand,” Roddy says.

Consumers now expect more from their
dining experience. “Everybody thinks they're a
chef because they can watch the Food Network
24/7,” Roddy explains. “They’re becoming
more sophisticated when it comes to food and
what they want.”

Giving diners more came to Schlotzsky’s in
two forms: rebranding Schlotzsky’s from top to
bottom and co-branding Schlotzsky’s
restaurants with Cinnabon, a sister company in
the FOCUS Brands family.

“If we could do something to make the
restaurant more relevant combined with good
food, it would be a home run. It would make
the units more profitable,” Roddy says.

Schlotzsky sought a branding partner that was
profitable. Cinnabon worked well, not just
because it was in the FOCUS Brands family, but
because it, too, marketed the freshness of its buns
that were baked daily just like the Schlotzskys
bread was. So now Schlotzskys diners can opt for
Schlotzskys sandwiches, Cinnabon rolls or both
when they visit a co-branded restaurant.

Franchise owners now have two companies’
products to sell but the expense of only one
manager, one electricity bill, one staff, etc. The
results have proven co-branding success.

“Now we’re putting Cinnabon in all new
Schlotzsky’s restaurants and retrofitting the
existing ones,” Roddy says. “It makes it a lot
more profitable.”

What’s in a name

Schlotzskys worked with Back Lot, a brand
development and design firm, to come up with a
new image, and it didn't even need to “invent” a
new food or come up with a new name.

The restaurant chain with the “funny name” and
“serious sandwich” was known for its round bread.
That signature element led to a new design—
everything at Schlotzsky’s centers around that
“circle.” The company also gave up its traditional
red and green for more trendy and relevant
colors to illustrate its dining hangout coolness.
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The redesign didn't stop with the round
bread. It went to the heart of the Schlotzsky’s
name, more specifically the “lotz,” to launch a
new corporate philosophy and culture to
support to the new identity.

“Is it ‘lotz’ better?” is the question asked for
everything now, Roddy says. “We use it as a
filter and put everything through it that we do.

“If its not ‘lotz better’ than what we currently
have, then we don't put it on the menu,” he says.
The “lotz better” question extends beyond the
menu to decisions involving franchise locations,
new hires, service, cleanliness and more. For
example, Schlotzsky’s asked itself how it could
make the diners experience better and found the
answer was bringing the food to the table rather
than asking customers to wait at the counter.

“Lotz better’ is what we do—it’s made us a
completely different brand,” Roddy says. “Its a
true brand position. We can hold this position
in the mind of the customer.”

Generational transformation

Glideaway grew out of a family’ retail furniture
business that began in the 1920s. In its heyday
the family operated 40 furniture stores in
southern Illinois.

Small-town life and tough competition led
the family to yearn for bigger city life and a new
business model. So the furniture stores began to
close and the family moved to St. Louis in the
1960s to reinvent the business based on a new
invention of Grandpa Fredman—a steel, slatless
bed rail that revolutionized the industry by
bringing uniformity where once every frame
was built differently.

That reinvention worked well until about
five years ago. The frame business wasn't as
strong as CEO Carmi Fredman and his family
wanted. So they took a chance on the
recommendation of Fredman’s cousin, Ron
Redman, who joined the company about 12
years ago. A lifelong salesman and a well-read
person, Redman pushed for Glideaway to get
into the mattress business, specifically the
memory foam mattress business that he saw
becoming a larger percentage of the industry.

“Because he was out in the field and saw the
popularity, it was a no brainer to him,” Fredman
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says. “To get our board, our family members, to
do this was harder than he thought it would be.”

Fredman had to become convinced first;
then he worked with Redman to convince the
board after many hours of discussion. The
board approved dipping Glideaway’s toes in the
memory foam mattress business. They agreed
to spend $60,000 for inventory. Today, success
means the company has invested millions in
the memory foam mattress industry.

Although mattresses and bed rails fall in the
same industry, selling mattresses requires a
different model than selling bed frames. Most
retailers typically sell one line of rolled steel
bed frames but dozens, if not hundreds, of
mattress types. Glideaway’ sales representatives
had worked for 10, 20 and 30 years selling
frames and rails, so they were hesitant to add
mattresses to the mix.

Glideaway recognized synergies too because
the company could sell to the same clients. It
knew that the sales experience took more
time and doubled its sales force, hiring new
representatives with mattress-selling experience.

“If you can sell mattresses, you can sell bed
frames, but the opposite isn't always true,”
Fredman says.

Mattresses now make up 20 percent of
Glideaway’s business, he says. The company
sees its future in mattresses, even inner spring
mattresses that make up 90 percent of the
mattress industry. However, expanding to
innerspring mattresses will require a change to
the existing model that imports all the
mattresses for Glideaway. Unlike foam
mattresses, inner spring mattresses cannot be
rolled and compressed to ship cost-effectively
across the ocean. They need to be manufactured
closer to the customers so Glideaway would
need to manufacture them in the United States.

Differing styles

Glideaway remains a family owned business
with multiple generations involved and that
can be a challenge to reinvention because every

generation operates differently but must work
together for the future, Fredman says.

In his grandfather’s generation, his
grandfather was the top executive and made
the decisions. That immigrant generation also
worked hard and believed they needed to do
everything. Fredman’s generation understands
the value of hiring well so they can delegate
some responsibilities.

Older generations also hesitate to reinvent,
while the younger generation tends to have a
million ideas and sometimes wants to shoot
from the hip. “I'm trying to bridge that gap and
find the best way to operate,” Fredman says.
“Nowadays (decisions are) a lot more by
consensus. We talk each other into it. It usually
works.”

Problem = new business

Years ago, Tara Abraham found her “invention”
when she was a merchant for Bath & Body
Works. “I struggled to find a company that could
successfully deliver the quality and consistency
we needed in the production of our gift sets,” she
says. “It was then I had an ‘aha’ moment. I felt
that if Bath & Body Works needed a quality
contract packager to assemble gift sets, I was the
best person to start that business.”

So, 15 years ago, Abraham created Accel Inc.
and serves as its chairman and co-CEO today.
Since then, the global company has grown
most years, packaging and delivering consumer
products based largely on its expertise and flair
in beauty and bath supplies. It's expanded from
1,200 square feet to 580,000 square feet.

Accel’s competitive value, Abraham says, lies
in its ability to produce an end product that
exceeds clients’ expectations. Its engineers
design processes that maximize cost efficiencies
in packaging materials, labor and equipment
use. “Most contract packagers rely on their
clients’ ‘spec’ sheets to design the production
flow. We house that internally as no one knows

Continued on page 8
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Reinvention in the
United Kingdom:
A matter of survival

By David Clift, CLB Cooper Chartered Accountants

In a period when the economic downturn is dictating the future of many businesses,
the thought of expanding in your home market or investing in new, international
markets may be far from the minds of many companies.

The main focus and aspirations of a company may in fact be the reinvention of a brand
or business offering. To ensure that an existing business model is successful, it needs

to adapt to the competitive nature of the global marketplace and the changing needs

of consumers.

In a recent survey of 14,000 shoppers by Which, a leading consumer magazine, a
kitchen and homeware company renowned for its range of improbably gadgets, was
voted the UK's best shop. In winning the accolade, the company beat competition from
such well-known and leading names as Marks and Spencer and John Lewis group,
companies that are significantly larger.

This company though,did not start out as a kitchen and homeware company. The
business was founded as an animal food packing business more than 30 years ago.
Further reinvention and diversification followed, to transform it into the UK company
it is today, with a catalog containing products aimed at making life both easier and
enjoyable for its customers.

Customer service is at the heart of the company’s philosophy. Products come with a
lifetime guarantee so if customers are not happy at any time with the product they can
get their money back. Sales of £135 million from its latest published accounts indicate
that this approach is paying dividends.

In particularly tough market conditions, the risk associated with entering new
markets can sometimes dissuade companies from taking that next step. As such, a
cautious approach to expanding may unfortunately mean that excellent opportunities
are missed.

In the fast changing times we find ourselves in it is critical for businesses to challenge
what they do, understand how their customer base is changing and whether the
service it is offering is what its customers want. This is true of whichever worldwide
market you are serving.

The UK market offers similar economic uncertainties as the United States does for the
next year or so. That said, the United Kingdom is still an extremely attractive location
for inward investment and there is always a niche for the customer-focused business to
flourish. e

Author David Clift is a partner at UK-based Leading Edge Alliance firm CLB Coopers
Chartered Accountants. He can be reached at dclift@clbcoopers.co.uk.

Continued from page 7

our lines better than we do and we can pass
along that savings to our clients.”

‘Viral’ business

In recent years, the tough economy meant
consumers cut back on discretionary spending
and purchased fewer high-end retail and
dispensable products. Accel saw demand drop
and took a hard look at its business model to
develop ideas to expand the company? capabilities
to meet the changing economy. It found answers
because it knew what its clients were doing
and what their consumers were buying.

When Accel worked with an apparel retailer
to assemble its gift cards in boxes, it learned
about “out-of-stock” apparel. The client had to
receive and inventory its returned apparel, and
then sort the clothing to be sold to sell-off
merchandisers such as Marshall’s and T] Maxx.
Abraham had another “aha” moment and
thought, “Accel can do that.”

“We developed a system in record speed and
the first sort we did for them ended up being
25 percent faster than they had been able to
achieve in the past,” Abraham says. “This not
only allowed us to create additional business
throughout the year, but it provided us with
new prospective client functionalities.”

The company didn't stop with the one new
service. It continued to evaluate what its
customers were doing and found its retail clients
creating more gift sets with scented antibacterial
soap and hand gels. That exploration led to
Accels realization that JD Nelson, a producer of
antibacterial products, was just miles away. The
two partnered together so Accel would be the
one-stop source for J.D. Nelson’s point-of-
purchase store display sourcing, creation and
assembly—all steps that J.D. Nelson did in-house
before working with Accel.

Abraham says she expects that customer-led
evolution to continue to create a positive future
for Accel. “We work hard at maintaining
communication levels so we have a solid
understanding of where our clients are headed
and how we can support them in achieving our
goals. We are constantly changing and being
innovative to ensure our clients are successful.”

Accel, though, always will operate based on
its core offering—semi-automated and hand
assembly. “It’s important to us that we do not
change that focus because it is who we are.” e
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SaaS: Myth or reality?

By Gregory S. Price, CPA, CITP, CISA, CFE

n the past few months, we

have again seen the rise and
fall of the interest in SaaS
(Software as a Service) for ERP
(Enterprise Resource Planning)
applications for small, medium
and large organizations. The
“buzz,” as they say, revolves
around this new SaaS world.

Despite the current economic
environment, cloud computing is
in high demand, but also has led
to some confusion about exactly
what is—and what is not—in “the
cloud.” The technical capabilities
of the cloud are here, now, but
lots of marketing mileage was
wasted by some in promoting the
cloud too early.

As a result, its natural to ask the
question: “Is SaaS a myth or a
reality?”

First, some clarity. Is the “cloud’
the same as SaaS? SaaS is a part of
the world of cloud solutions, but
it is not only the cloud, so they are
not the same. Instead, SaaS is a
subset of the cloud.

Saa$ services include complete
applications that can be customized
by clients and delivered over the
Internet, including salesforce.com,
gmail and enterprise applications
such as Dynamics NAV. After
several years of maturation, SaaS is
not new, but IT service providers
are helping their clients implement
SaaS offerings, while also
developing their own solutions.

What are some of the myths? I
think there are four areas of
concern: 1) SaaS is not a real
business; 2) Saa$ is too risky; 3)
SaasS is only a player in the small-
to medium-size business (SMB)
arena, and 4) Google supports
SaaS, while Microsoft doesn't.

THE LEADING EDGE

Myth 1: SaaS is not a real
business.

Nothing could be further from the
truth. Forrester Research indicated
that the SaaS market in 2009 was
slightly higher than 1 percent of
the $18 billion IT management
software market, with expectations
that SaaS would grow to 10
percent by 2013. By that time,
well-established software and
hardware brands will join the
party, and in the long term, SaaS is
expected to cut the number of
managed enterprise environments.

Myth 2: Saas is too risky.

In reality, SaaS is initially less costly
than on-site implementations.
Capital expenditures are
minimized, transforming the area
to a variable cost. For the end user,
there are low barriers to entry and
quick access to applications, and
the risk of cost and time over runs
is reduced significantly. In addition,
there are reduced software and
hardware maintenance costs, along
with reduced needs for IT staffing.
This provides for redeployment of
resources.

With Saa$, you pay only for
what you use and most licensing
options permit short-term time
commitments. By design, SaaS
vendors should have broader and
deeper experience with their
applications. Upgrades and
enhancements are delivered more
frequently, allowing for the
software to be kept up to date
much more easily. SaaS service
level agreements guarantee a
certain level of service, leading to
more reliability, availability,
scalability and security of IT
systems.

Myth 3: SaaS is only an

SMB play.

In 2008, Forrester Research
indicated that SaaS adoptions
came from 15 percent enterprise
and 14 percent SMBs. They also
concluded that over half of the
adoptions in 2009-10 were done
by companies with more than
1,000 employees. The overall
reason? Cloud services and SaaS
application have compelling,
immediate value. Economic
pressures are forcing decision
makers to reexamine cloud
services.

The other interesting
observation is that the on-demand
market has grown beyond its
initial points of strength—sales
automation, customer service and
conferencing applications—into a
multitude of applications,
including financial, payroll,
content and document
management. Some other studies
show growth in other areas,
including pre-employment
screening, human resource
management, compensation
management, travel and expense,
compliance and business
intelligence.

Myth 4: Google supports Saas,
but Microsoft does not.

This is false. Microsoft is fully
committed to developing SaaS-
based solutions and applications.
When considering SaaS options,
you should always ask: “How does
Microsoft interact with the
solution being pitched to you?”
Microsoft has been aggressively
creating IP and tools that will
likely be necessary to make cloud
services a scalable reality.

Evaluate your needs

Saa$ brand association will be
critical. You will need to
understand the SaaS model that
will work best for your needs.
SaaS$ is about up-selling, and basic
entry will be just that—basic.
Learn from others who have
embarked into the SaaS world,;
they probably have lots of insight
into things you haven't yet
thought about. Don’t consider
cloud services as all or nothing.
Evaluate partnership opportunities
and pay attention to Microsoft.
Develop a SaaS product road map
for your business.

Consider these drivers for SaaS

adoption:

* Business flexibility

* Costs are directed related to the
business

* No upfront investments in
non-core capital goods

e Reduce complexity and risk by
implementation and operation

* Keep pace with innovation

e Lower your dependency on
internal IT departments

e The SaaS model proves itself
very quickly e

Gregory S. Price, CPA, CITP, (ISA,
CFE, is director, Consulting
Solutions & Information Technology
for PKF Texas. Contact him at (713)
860-1400 or gprice@pkftexas.com.



IFRS for SMEs: An update

By Chris Hatten, CPA

(Editor’s note: This is the second in
a series of articles on IFRS. The first
one appeared in the fall 2008
edition.)

ccording to the U.S. Census

Bureau, there are
approximately 29 million privately
held companies in the United
States. Many of these Small- and
Medium-sized (SME) organizations
report to a limited range of
financial statement users,
including venture capitalists,
insurers and lenders.

In December 2009, the
American Institute of CPAs
(AICPA) and the Financial
Accounting Foundation (FAF)
formed a blue-ribbon panel to
address how U.S. accounting
standards can best meet the needs
of users of private company
financial statements. Members of
the panel were named in April
2010, and as of this writing, the
panel is expected to provide
recommendations on the future of
standard setting for private
companies. The analysis will
include whether standalone
accounting standards are needed.

Once such set of standards that
will surely need reviewing is the
International Financial Reporting
Standards (IFRS) for SMEs.
Released during July 2009, the
standards are a slimmed-down
version of the full IFRS—
approximately 230 pages versus
2,500. Along with the SMEs
standards, the International
Accounting Standards Board
(IASB) released implementation
guidance, including example
financial statements and disclosure
checklists. With this view, the
IASB eased certain recognition and
measurement requirements by
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allowing only one accounting
treatment. The accounting
treatment in the standards is
generally simpler than that
allowed or required by full IFRS.
The IASB has further simplified
the standards’ usability by limiting
revisions to IFRS for SMEs to once
every three years.

SME is an acronym more wildly
used outside the United States.
Although there is not a size test to
determine whether a company is a
SME, classification is more readily
determined by whether the
company has “public
accountability.” As a result, this

standard is not available to
companies that are publicly traded
or who hold assets in a fiduciary
role, such as banks, insurance
companies and mutual funds.
While IFRS has lately not been
top on the agenda for some
accounting firms, these standards
may have a widespread effect.
According to the IASB, more than
95 percent of the companies
around the world are classified as
SMEs. However, implementation
on such a broad scale is not a
given considering how the users of
financial statements are not fully
educated on either IFRS or IFRS

for SMEs. Given the existing

turmoil in the credit markets,
premature implementation of
these standards could negatively
affect an entities ability to obtain
loans that might otherwise be
available through the presentation
of U.S. GAAP financial statements.
This is not to say there are any
rules preventing a private company
from issuing a set of financial
statements under these standards,
since the AICPA previously
recognized the IASB as an official
standard setting body. The AICPA
even went so far as to say, “Private
companies may find IFRS for SMEs
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any accumulated depreciation. Because there is not a definitive

Under SMEs, all research and timeline for adoption of IFRS by
development costs are expensed, the SEC, there will continue be a
while under the IFRS, certain period of substantial change.
development costs are capitalized ~ Most banks, educators and
and amortized. Goodwill is existing practitioners are only
accounted for under the cost now beginning to learn and be
model for SMEs. All intangible trained on IFRS and IFRS for
to be a more relevant and less between IFRS and IFRS for SMEs assets, including goodwill, are SMEs. When, and if, the time
costly financial and accounting are the topics not included in the  assumed to have a finite life and ~ comes to switch to either of these
standard than U.S. GAAP” SMEs literature, including are amortized. If that lifespan standards, it will be a costly and
Given the various local earnings per share, segment cannot be estimated reliably, it is ~ time-consuming process. Since
accounting standards, such as reporting and interim reporting. simply amortized over 10 years. private companies will also be
those within the European Union, ~ Accounting policy differences that  Goodwill and other intangibles affected by the switch, it
other countries could see a more will have a more direct impact with indefinite lives are reviewed  behooves us to continue to
significant impact. A simplified are the differences between full for impairment and not monitor the process at the SEC,
standard implemented on a wide IFRS and IFRS for SMEs amortized under IFRS. as well as with existing
scale would make it easier to do regarding the lack of a The number of disclosures to convergence projects by the FASB
business in numerous countries, revaluation for property, plant be made in the footnotes to and IASB. e
some of which lie in close and equipment under SMEs. IFRS  financial statements also was
proximity to each other, but do not  allows a revaluation model, substantially reduced for SMEs. Chris Hatten, CPA, is an Audit senior
apply the same accounting whereby classes of property, plant  The footnotes for IFRS are manager with PKF Texas.
standards. and equipment (PP&E) can be generally more extensive and Contact him at (713) 860-5446 or
The most significant differences ~ carried at a revalued amount less  include a sensitivity analysis. chatten@pkftexas.com.

PKF Texas At A Glance

Wild about Houston?
Join us for the 2010 World Trade Soiree!

aren Love, Director, Practice Growth has been named the Chair of Raissa Evans, Senior

Kthe Greater Houston Partnerships annual World Trade Soirée for the  Manager, Practice
second year in a row. Growth, Dawn Hodges,

The Soirée showcases the Houston region’s star power as an Senior Associate, Tax and
international business center. The region’s global business leaders, Jen Lemanski, Senior
government representatives, economic development allies and our valued  Specialist, Practice
Consular Corps take part in this world-class tribute to international Growth are members of
business and the world marketplace. the Soiree and Jet-Set

This year’s event, themed Wild About Houston, will include ethnically planning committees.
diverse dinner stations, dancing, a silent auction and entertainment The 2010 World Trade
highlighting the cultures of our regional trade partners. A roving event, Soirée and After Party
with no tables, the guests mix and mingle in a variety of themed areas on  happen Aug. 28 at Hotel
the first two floors of Hotel ZaZa. This year’s Honorary Chair is Roland ZaZa and is an evening
Garcia, an attorney and shareholder with Greenberg Traurig. you will not want to miss!

In 2009, a young professional group, the Jet-Set, was formed to For more information
promote the Soiree to Houston YPs, as well as host an after-party. The visit www.Houston.org/
Jet-Set is again hosting the after party, called “La Noche Caliente.” Soiree. e
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Cubester® Chat:

To network or not to network

By Abby Brantley, CPA, and Daniel Travis, CPA

447" be, or not to be: that is the question.”

In one of literature’s most famous
lines, Shakespeare’s Hamlet contemplated a
simple, yet bewildering conundrum. Although
we will not delve into the meaning of life or
the intricacies of this literary classic, we do
want to apply this concept to the idea of
networking,.

In the current volatile economic climate,
young professionals (YPs) face seemingly
unanswerable questions, and with uncertainty,
YPs find themselves in an unprecedented
position. Traditionally, young professionals
were hired to perform a relatively defined set of
tasks based on their skills and educational
backgrounds. However, with layoffs looming
and rumors spreading, YPs have started asking
themselves: “What else can I do to add value to
my company? What will set me apart from
others, making me indispensable?”

With this in mind, YPs pose the key
question: “Should I venture out into the
marketplace networking on behalf of my
company or should I focus on providing a high
level of service to our existing clients?”

The answer varies based on each young
professional’s specific circumstances; however,
the underlying reasoning remains constant:
Choose whichever method most helps your
company’s bottom line.

To network
Due to the mere connotation of the word,
networking, YPs can be apprehensive. When we
think of the word “networking,” a flood of
anxiety immediately takes over. A picture of
being in a large room with a nametag on,
walking around, having a series of brief,
awkward conversations with strangers all
consummated by the exchange of business cards.

Most of us wonder, “What value can I
provide to my company at events like this with
my level of experience and limited knowledge-
base,” “As a young professional new to the
business, how can I attract any clients for my
company;” and/or “What should I say?”

Is this networking event the brainchild of a
few YPs aiming to create a forum to get rid of
the giant box of business cards they received
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on their first day of work—after having passed
out the first few cards to their relatives and
friends, and dropping a few more in the bowl
of the local Chipotle hoping to win five free
burritos?

After the minor panic attack subsides, the
virtues of networking become clear. The term
“networking” encompasses much more just the
events. Any interaction that connects you to
others in the marketplace and gives you the
opportunity to introduce your company is
“networking.”

The key for young professionals is to be
prepared to speak intelligently about your
company when presented with the opportunity,
no matter the setting. The good news is that
YPs don’t need to know everything; they
simply need to know, in general terms, what
they are selling.

Consider the answers to these three
questions and have your responses ready:

* What products and services does my
company offer?

*  What are my company’ strengths over our
competitors?

*  What are my company’s specialties?

The ability to effectively communicate these
three key points allows YPs to pave the way for
the introduction to the appropriate people at
their company who do know the answers to all
of the specific technical questions.

Meeting other young professionals also
allows YPs to build relationships for the future.
As YPs progress in their careers, they will have
a broader base of connections. However, the
critical issue of timing comes into play. It is
clear that networking is beneficial in the long
run, but in our results-now environment, do
employers really want their YPs spending
precious time cultivating these relationships?

Hopefully, the answer is yes. Your company
may even have a policy to assist you in your
networking endeavors. Seek out your
supervisor or mentor for guidance and draw on
his or her networking knowledge to provide
valuable insight.

Or not to network
For those of you who chose your profession

solely to minimize your exposure to human
interaction, we apologize for the following
reality check. To progress in your career, no
matter what your field, you need to be adept at
building relationships and selling your work.

Yes, that even includes tax accountants.
However, YPs also should focus on providing
a high level of service to the existing clients
the company has and building their
knowledge base.

Today’s market demands more work, at a
higher level, for cheaper rates. Shouldn’t a
young professional complete his or her
assigned tasks as efficiently as possible? As
clients cut corners, companies must become
creative on attracting new clients, and maybe,
more importantly, maintaining the client base
they already have. Young professionals must
recognize this, and play an active role in
preserving existing client relationships.

Here are a few ways a young professional
can help contribute to the bottom line:

Become well versed in your company’s
business structure and product lines, so that
you are able to recognize opportunities to
cross-sell your products and services.

Keep current on changing and emerging
topics in your industry, so that you can be a
resource to coworkers.

With everything a young professional faces
in today’s challenging business environment,
this concept may hold the key to the YP%s
future. As a result, let’s modernize
Shakespeare’s question: “To network or not to
network: that is now the question.” How will
you answer it? e

Abby Brantley, CPA, is a tax associate, and

Daniel Travis, CPA, is tax manager with PKF Texas.
Contact them at (713) 860-1400 or
abrantley@pkftexas.com or dtravis@pkftexas.com.
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What's next?

When soon-to-be retirees decide to keep working

By Dennis Seeds

The scenario is playing across the country.
Forward-thinking organizations planned for

the big impact as the baby boom generation
retired. Yet, as retirement portfolios took
significant hits these last few years, more baby
boomers are opting to stay employed—causing
their employers a new dilemma. It’s time for
Plan B.

Do a cost/benefit analysis to evaluate the
value to the organization of the expected-to-
retire, now-planning-to-stay employees. The
ultimate options:

Retain the employee. Given the employee
position already was in your crosshairs, you'll
need to do some rethinking. Do you want to
retain the person in the position doing the
same work? Do you want to provide training
to help the person do the position with
upgraded skills? Do you reduce the workload/
schedule? Do you want to reassign the person
to another job or department?

Propose a severance package. “If you judge
that the organization would be better off
without the senior person, then its probably
best to offer it and move on,” say Larry and
Meagan Johnson, authors of Generations Inc.,
From Boomers to Linksters: Managing Friction
Between Generations at Work.

“It’s wise to consider all the senior person
has to offer before releasing him or her,” the
authors observe. “If you're going to kick this
senior person out the door with a severance
package, are you sure you won't be losing more
than you stand to gain from the departure?”

One more
thought

The Generations Inc. authors suggest
another possibility: a “senior
volunteers” program. Draw up a job
description that encourages senior
volunteers to be more than
figureheads. Recognize and applaud
their contributions. That’s the main

reason they volunteer.

THE LEADING EDGE

Todd Ordal, a former
CEO who is now a
strategy consultant and
coach to CEOs, stresses
that the business leader
has to do what is right for
the company. “If someone
can perform well in a
reduced capacity and their
total compensation is a
reasonable investment for
the work they do, you
might consider that
option,” he adds. “My
experience, however, is
that most often, ‘reduced
responsibilities’ means
that they will retire, but
not leave the building.”

1f the person really wanted to retire but was
forced to stay because he or she needed the
money, have a serious conversation about how
the person will continue to be motivated at
work (this needs to come from within) and his
or her need to add value, Ordal says.

“If a 30-year-old employee had the same
knowledge and performance, would they be
valuable?” he asks.

The Generations Inc. authors suggest that
turning the older employee into a mentor for
younger ones has a great benefit for everyone
involved. They give the example of the
approach taken by many Japanese companies.
A mentor is assigned to a mentee, usually a
promising young manager. The mentor is
outside the chain of command and functions
like a “godparent” or “guru” who also helps
with organization issues and office politics. The
mentee is more open with the mentor, and the
mentor can get to the root of the problem if the
employee is flailing.

“Wouldn't you have loved to have had a
mentor with that level of interest in your
success early in your career?” they ask.

Executive recruiter Karen Fenaroli of EFL
Associates says to make sure the prospective
mentor has experience relevant to the current
business.

“What 1 like to see is ‘bench strength,” she
explains. “Bench strength’ is experience—

whether or not its a more experienced employee
or less experienced employee—if you don't have
any experience to share of successes, the mentor
relationship is not going to be good.”

A mentor program, either formal or
informal, is valuable in businesses. “It ‘wises
up’ some junior staff,” Fenaroli says.

“Valuable talent in an aging workforce needs
to be deployed,” she continues. “If it’s an aging
workforce and the talent is valuable, it’s kept
on the bench. But if it’s not valuable, it’s not
kept. You really may have to be creative. You
may have to cross-germinate into different
business units.” e
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MORE HIRING, FEWER NEW GRADS

Almost 9 in 10 companies say they hired someone within the last three months, according to a
recent survey by the Society for Human Resource Management.

According to SHRM, 95 percent of public for-profit companies and 81 percent of private for-
profit companies have hired. When broken down by size, 68 percent of smaller businesses (1 to
99 employees) hired someone, while 90-plus percent of medium (100 to 499 employees) and
larger (500-plus employees) businesses hired at least one person.

Although most companies hired someone, the businesses say they plan to hire fewer new
college graduates than they did last year. In 2010, 30 percent of those surveyed planned to hire a
new bachelor’s degree graduate as compared to 2009 when 39 percent planned to do so.

/
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GLOBAL ASSISTANCE
FROM SBA

Small businesses don't need to shy away
from a global presence because of their size,
according to the U.S. Small Business
Administration. Almost 97 percent of
exporters are small businesses competing
outside the United States, where 96 percent
of the population lives.

The U.S. SBA offers a central resource at
www.sba.gov/international with links to its
online course, “Taking a Business Global,”
its U.S. Export Assistance Centers as well
as information on its trade financing
programs, including the International Trade
Loan Program, Export Express and Export
Working Capital Program.

The SBA offers the following reasons to
go global:
¢ Decline in exchange rates increases
purchasing power in export markets,
Production capacity available,

Lower transportation and
communication costs,

Reductions in trade barriers,

Increase sales and profits,

Reduce dependence on U.S. marketplace,
Extend sales potential and life of existing
products and

Stabilize seasonal/market sales
fluctuations.

IS THAT NEWS RELEASE VALUABLE?

Arizona-based Geo Advertising and Marketing

reveals its top public relations tips as identified

by its president, Georgia R. Lacy, based on her

30-plus years of experience. Among the tips:

* Create a public relations plan annually for
the organization and follow it.

* Create templates for frequent
announcements/news, such as new hires,

accolades, accomplishments and charitable
contributions.

Implement a public relations database with
contact names, phone numbers and e-mail
addresses. Establish relationships with
people who write about your industry, field
or geographic area.

¢ Submit news releases that have value—think
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about who the readers would be when you
write the releases.

Post all news releases to your website. Give
each a separate page and title.

Monitor your public relations. Google alerts
are free and helpful—register and submit
key words and Google e-mails you any time
an article with those key words appears.
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‘FRIENDING’ STRATEGIC, SECURE SOCIAL

MEDIA POLICY

Organizations using online social media such
as Twitter, Facebook and YouTube can benefit
from the powerful, low-cost marketing tools.
They also can encounter information security
challenges that open up their systems to risk,
damage their brand recognition and infringe on
privacy. Effectively incorporating social media
means having a comprehensive strategic plan
that addresses all those issues, according to the
recently published “Social Media: Business
Benefits & Security, Governance & Assurance
Perspectives,” produced by ISACA.

ISACA, a global provider of IT-related
certifications, conferences and more, says
marketing, information technology, human
resources and legal all should be involved
in creating a social media policy. Here are a few
of the areas and questions to be answered:
Personal use inside the workplace
* Is social media use allowed?

* What business-related content should be
posted or disclosed?
¢ Can workplace-related topics be discussed?

» What sites, content or conversations are
inappropriate?

Personal use outside the workplace

e What business-related content should be
posted or disclosed?

» What standard disclaimers are in place if an
employer is identified?

* What are the dangers of individuals posting
too much personal information?

Business use

¢ Is social media use allowed?

» What is the process to approve use of a
social media tool?

» What range of topics or information is
permitted to flow through the channel?

¢ What activities (application installation,
game-playing, etc.) are not allowed?

¢ What is the process to address customer
issues that are posted or arise through a
social media tools?

To read the complete ISACA study, visit:

http://tinyurl.com/socialmediasecurity.

/
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ACROSS TIME ZONES,
CULTURE

Executives find themselves faced with
additional challenges as they operate in
multiple corners around the world.
Researching online gaming helped analysts
at IBM come up with six key
recommendations for operating globally in
their paper, “Leadership in a Distributed
World: Lessons from Online Gaming.” The
recommendations include:

* Apply virtual communication tools and
facilitation techniques to connect more
effectively.

* Use collaborative spaces to gather
knowledge, express ideas, and share
passions and concerns.

* Spend more time on setting
organizational context and
communicating where an organization
needs to go.

* Use dashboards linked to the
collaborative tools to capture real-time
information about people, activities and
outcomes.

* Provide more frequent guidance and link
performance to recognition.

To read the full report, visit http://tinyurl.

com/ibmglobal.

FREE CORNFLAKES
AND 0J

Seven in 100 business travelers say a free
breakfast at the hotel is the most important
factor in selecting a hotel. That was a
surprising find in the recent national
Embassy Suites Hotel second annual
Business Travel Survey conducted by
Braun Research.

Fewer business travelers said they were
limiting their trips because of the economic
downturn than did in 2009. Not
surprisingly, 29 percent of business travelers
opt for a hotel because of its proximity to
their business meetings, while 27 percent
pick price as the key selection factor. Only 3
percent said the most important factor was
whether the hotel provided free shuttle
service to and from the airport. e
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Top 10 misconceptions about
doing business in ... Bulgaria

By Donka Pechilkova, Dasons Business Services Bulgaria

As of January 2010, the Bulgarian parliament decreased the minimum initial capital
required for registration of a limited liability company from EUR 2500 ($3,075) to EUR 1
($1.23). The change was announced as one of the significant anti-crisis measures.

1 Substantial capital is required to register a company.

Tax rates are high.

2 The Bulgarian government introduced the lowest tax rates in Europe—10 percent both on
personal and corporate income that contributes to strong foreign investment flows. The
Value-Added Tax is at the standard rate of 20 percent and personal income is taxed at a flat

rate of 10 percent.

national companies.

Companies with foreign interest established in Bulgaria operate
under the same rules and conditions as local companies.
Furthermore, Bulgaria has signed double tax treaties with

67 countries. Doulbe tax treaties vary but generally allow the
taxpayer to pay tax in only one country.

3 Distinction and discrimination exist between international and

Pegging the Bulgarian lev to the Euro has helped achieve and maintain macroeconomic
stability. The progress achieved was acknowledged by the major international credit rating
agencies giving Bulgaria an investment grade rating. Bulgaria’s exchange rate is fixed to the

Euro at 1.95583 BGN to 1 Euro.

q Bulgaria’s economic environment is unstable.

Bulgaria has a talented and educated labor force and one of the lowest wage rates in the

5 Labor force is low-qualified, incompetent and expensive.
European Union. There are 43 universities and specialized colleges in 16 cities throughout

the country.
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Bulgaria is a parliamentary democracy. In July 2009, the right-wing party GERB (Citizens

6 Bulgaria has a socialist president and is still a communist country.
for European Development of Bulgaria) secured 116 of the 240 seats in the Bulgarian

parliament and its leader Boiko Borissov became the prime minister.

As of 2007, with the accession of the Republic of Bulgaria to the European Union, citizens
of EU countries can exercise their right to free movement with the intention to work in the
Republic of Bulgaria without requiring a work permit.

7 Foreigners cannot work without a permit.

Bulgaria’s transportation infrastructure is underdeveloped.

8 Bulgaria’s transportation network is being renovated. Bulgaria benefited from EU
infrastructure funds, which resulted in rapid improvements within the entire Bulgarian
road network.

Furthermore, there are four international airports in Bulgaria. The biggest airport is in
Sofia. However, there is an airport in Plovdiv mainly used for charter flights as well as
airports in Varna and Bourgas that are used for local flights and for charter flights during
the summer. Bulgaria also has two major ports on the Black Sea, Varna and Burgas. Both act
as East-West transport corridor gateways of Bulgaria. Bourgas is the second largest port in
Bulgaria and is in close proximity to Serbia, FYR Macedonia, Greece and Turkey.

Registration of limited liability companies and joint stock companies in Bulgaria can be
approved within five to 10 working days from the date the documentation is submitted to
the Commercial Register. Bulgaria ranked 50 out of 183 economies by the World Bank
report in 2010 for the ease of doing business (an increase of 31 positions from 2009).

9 Itis complicated to register a company in Bulgaria.

There is no substantial foreign investment in Bulgaria.
Economic stability and Bulgarias EU accession have made the country an increasingly
attractive option for investment. Some of the top investing countries include Austria,

Germany, Greece and Russia. Hot investment sectors include real estate, construction,
information technology and software development. e

If you have any questions about doing business in Bulgaria, contact Donka Pechilkova of

Dasons Business Services Bulgaria, a Leading Edge Alliance firm. She can be reached at
donka.pechilkova@dasons.eu.

THE LEADING EDGE
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In a Nutshell by Chris DeSantis
LACK OF TRANSPARENCY, FEEDBACK OPENS WORLD OF PROBLEMS IN FIRING, HIRING

Q: We're ramping up to hire again. Last
year, we let a few people go and blamed
it on demand, even though the truth
was their performance was sub-par. How
do we bring in new people successfully
when most everyone thinks the (still
unemployed) ex-workers were let go
because of demand?

i
([

A: You've certainly gotten yourself into a bit of a

bind. You let go of employees who weren't up
to par using the cover of a downturn in the
economy. Now that an uptick for your business
means you can hire again you have to either
come clean about the real reasons why they
were ejected or make up some story as to why
you are hiring others in lieu of them. You also
must do so knowing the whole time your
ex-employees will know what happens through
your current ones. You're darned if you do and
darned if you don't.

Before I comment on this issue I think we
should consider what has really happened. You
are doing, or more to the point not doing, what

: )

Do you have a workplace question
you want answered? What do you
want to know to make work a better
place? Send your questions to
DeSantisCP@aol.com to get Chris
DeSantis’ two cents as to what he
Chinks you might want to do.

/
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most people who work in organizations loathe,
providing real performance feedback. Your
situation is a direct result of taking the easy way
out in dealing with performance. This is a
systemic issue and one that pervades all levels
of an organization. Charles Jacobs, who wrote
Management Rewired, stated that we are simply
not wired to receive feedback. As humans, we
resist authority in general. The fact that
someone in authority is going to give us
feedback gets a visceral, negative response from
somewhere deep inside the reptilian part of our
brains.

If our first reaction to hearing we will receive
feedback is to become defensive, it makes
giving it to another person difficult from the
get-go. Also, most feedback is of the
“management-by-exception” variety, pointing
out something the person is doing incorrectly
or below established standards. I once heard the
phrase that managers are “environmental
creators.” If that’s the case, which I believe it is,
maybe we should consider giving more
balanced feedback. As Ken Blanchard would
say, “catch them doing something right.” If we
contextualize the larger body of their
contributions by pointing out what they are
doing well or at least competently, then
corrective feedback is not only heard but it is
received far less defensively. The overall
feedback is that this person is making a decent
contribution.

Providing balanced feedback works for the
majority of employees, but what about the
bottom 10 percent? Would everybody in that
category be there today if they received the
course-corrective feedback they needed along
the way? I think not. You didn’t hire them as
the bottom 10 percent, you lead them there.
Frankly, we all have gifts and abilities that give
us a chance at succeeding at something,
somewhere. If this person’s abilities don’t match
your company’s needs, this person should know
it sooner rather than later. It’s about dignity,
respect and integrity, yours and theirs.

So back to the problem at hand, how do you
get out of this dilemma? First, I would not
bring back the ex-employees just to perpetuate
the “demand-is-diminishing” fallacy. I would
meet with the colleagues of the ex-employees

(as well as anyone else this message would

impact) and say that the jobs as you see them
today no longer match the original job
descriptions. Tell them you have decided to
interview new people for the positions. Explain
that you accept your responsibility for not
stating this earlier and by extension, holding
out a false hope to those that were let go. But,
the cuts were required and you took advantage
of the situation. Now that the situation has
changed and your company is on track to grow,
you think there should be some changes in
your management behavior as well. Tell them
you will be more transparent about what is
happening in the business and more direct and
balanced in providing feedback. We all need to
know where we stand. You will be forgiven, not
in the moment but sooner rather than later. 1
only remind you it is your actions, not your
words, on which you will be judged. e

Chris DeSantis uses his 20 years’ experience in
training and development as an independent
consultant. He specializes in the design and
delivery of management and organization
development interventions. A presenter at
Leading Edge Alliance seminars, DeSantis
focuses his work on assisting individuals or
groups in identifying obstacles to effectiveness
and subsequently works with them to create
user friendly solutions aligned with the
company'’s strategic initiatives. He earned his
undergraduate degree from the University of
Notre Dame, an MBA from the University of
Denver and an MA in organizational
development from Loyola University.
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The members of the Leading Edge Alliance
are leaders in many key markets, including:

Alabama Hungary Pakistan
Albania India Palestine
Afghanistan Indiana Panama
Argentina Indonesia Paraguay
Atlanta Iowa Paris
Australia Ireland Peru

Austria Israel Philadelphia
Azerbaijan Italy Phoenix
Bahrain Jordan Philippines
Baltimore Kazakhstan Pittsburgh
Bangladesh Kenya Poland
Belgium Knoxville Providence
Bolivia Korea Puerto Rico
Boston Kuwait Richmond
Brazil Las Vegas Reno

British Virgin Islands Latvia Romania
Buffalo Lebanon Russian Federation
Bulgaria Lexington San Francisco
Cayman Islands London Saudi Arabia
Chattanooga Los Angeles Scotland
Chicago Luxembourg Seattle

Chile Macedonia Senegal

China Madison, WI Serbia
Cincinnati Malaysia Singapore
Cleveland Malta Slovakia
Colombia Mauritius Slovenia
Croatia Memphis South Carolina
Cyprus Mexico Spain

Czech Republic Miami Sweden

Dallas Michigan Switzerland
Dayton Minneapolis Taiwan

Denver Missouri Thailand
Dominican Republic Moldova Tokyo

Ecuador Montenegro Toronto

Egypt Montreal Tucson

El Salvador Morocco Tunisia
Finland Nashville Turkey

Fort Lauderdale Nebraska Ukraine
Ghana Netherlands United Arab
Germany New Orleans Emirates
Greece New Jersey Uganda
Guatemala New York Uruguay
Harrisburg, PA New Zealand U.S. Virgin Islands
Hartford North Carolina Venezuela
Hong Kong Norway Washington, D.C.
Honolulu Orange County, CA Vietnam
Houston Oregon Virginia/West Virginia

@ Visit LeadingEdgeAlliance.com for a detailed listing of member firms.

THE LEADING EDGE

is an international professional
association of independently owned accounting and consulting firms. The
Alliance enables member firms to access the resources of a multibillion-dollar
global professional services organization, providing business development,
professional training and education, and peer-to-peer networking
opportunities nationally and globally, around the corner and around the world.

Members are top quality firms who are very successful, have deep client
relationships, and strong ties to the community. The Alliance provides
members with an unbeatable combination: the comprehensive size and scope
of a large multinational company while offering their clients the continuity,
consistency and quality of service of a local firm. Member firms have access to
the best and brightest team of business advisors—a peer-to-peer connection
that provides the right business solutions for clients.

Access to the best and brightest CPAs and business advisors—a peer-to-peer
connection that provides the right solutions for clients.

Innovative, practice-proven strategies for improving performance in
management, business processes, finance, operations, information technology
and marketing.

A leading knowledge resource for multi-disciplinary information and
industry-specific expertise responsive to clients’ unique needs.

The strength and reputation to attract the highest quality team members.

The Alliance offers accounting and consulting services through a global network of
firms with more than 15,000 professional staff in more than 430 offices.

The Leading Edge Alliance offers world-class business advisory expertise and
experience with innovation, progressiveness and quality.

To find out more about The Leading Edge Alliance, visit
www.LeadingEdgeAlliance.com or contact Karen Kehl-Rose, president,
at (630) 513-9814 or kkr@The-LEA.com.
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