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Planning for key departures DFK eyes lassie 
DFK Australia wants to plug holes in its 
national association in Tasmania, 
.Newcastle and the Gold Coast in the 
next 12 months. DFK pulled fast­
growing Melbourne firm Benjamin King 
Money into its association earlier this 
year, adding about $5.8 million worth of 
income to its book. The association of 
11 independent firms in Australia has 
committed a significant amount of 
money and partners' time to boosting 
DFK's profile among high-net·worth 
individuals and private business owners. 
As part of this effort, the pressure is on 
its Perth and Parramatta (in Sydney's 
west) practices to adopt the DFK 
branding. They are the last two member 
firms to do so. 

Anthony $ibillin 

The implication of the adage that 
companies' most important assets 
walk out the door at the end of each 
day is that employers should do all 
they can to make SUfe the best 
employees return the next morning. 

But retiring employees create a 
headache for accounting firms anx­
ious to keep the valuable intellectual 
property partners have, as well as the 
relationships they've built over dec­
ades. The key to retaining this knowl­
edge, some big firms say. is to start 
the process well before the partner is 
out the door. 

Ernst & Young, which had II part­
ners retire in 2010-11 and expects a 
similar number to do so this finan­
cial year, begins at least a year out. 

"Generally. when our partners are 
looking to retire we know quite a long 
way in advance," says E& Y people 
leader McGregor Dixon. 

McGregor Dixon: 'smooth transitions'. 

"This enables us to put in place 
appropriate planning, especially 
around knowledge sharing. In terms 
of our client relationships, we go 
through quite an involved selection 
process to determine which new part­
ner will transition onto the retiring 
partner's accounts." 

Compliance keeps 
firms in the black 
Agnes King 

Accounting firms stand to lose two­
thirds of their income if the federal 
government introduces pre-popu­
lated tax returns and makes good on 
its promise to reduce red tape. 

But clients might get what they've 
been craving: strategic financial 
advice to better manage and expand 
their business. 

A survey of 362 accounting firms 
by Brisbane practice management 
consultancy Business Fitness shows 
that 70 per cent of accounting firms' 
revenue is generated from compli­
ance-based tax and accounting work, 
widely regarded as commoditised 

The data shows that firms' reliance 
on compliance work has dipped only 
marginally in the last three years, 
down from 75 per cent in 2009. 

Revenue from advisory work and 
tax planning dropped slightly in fis­
cal 2011, compared with the year 
prior. Audit work remained steady, 
while income from self-managed 
superannuation funds climbed. 

. "This heavy reliance on commod­
ity services persists despite growth 
being consistently identified by 
accountants as a top challenge," 
Business Fitness chief executive Stu­
art Spalding said 

He said this could reflect that 
accountants are unwilling to sell 
additional services, or be an indica­
tion of capacity constraints. 

"It's hard to find people with busi­
ness skills, experience talking to cli­
ents and technical knowledge. And 

-iC the reality is, that talent pool is 

unlikely to increase,» Mr Spalding 
said 

The research is concerning in that 
. it represents a yawning disconnect 
between accountants' service and 
what their clients want. 

A poll of 1000 business owners 
and directors by accounting soft­
ware maker MYOB this year revealed 
that 60 per cent were crying out for 
proactive advice to support growth 
from their accountants. 

It also highlights the burden of 
responsibility on government to 
reduce red tape if it genuinely intends 
to increase productivity. Businesses 
ultimately need this compliance 
work done. 

"Every dollar a business spends on 
compliance they can't spend on 
advice," Kelly + Partners senior cli­
ent director Brett Kelly said. "But it's 
also a fallacy to assume that account­
ants know how to improve business. 
It's quite a fraud on the community 
that accountants hold themselves out 
to be business advisers," he said 

Consultants often push account­
ants to dump compliance work in the 
pursuit of business advisory jobs. 
But Mr Spalding believes this 
approach is flawed 

"Compliance work is a good train­
ing ground; it's easy to leverage, and 
gives firms.the opportunity to build a 
relationship to offer business advi­
sory services. The trick is making 
compliance work profitable," he said 

Net profit per partner, which in 
effect says how profitable a firm is, 
increased by I 0 per cent in fiscal 
2011, across flIms surveyed by Busi· 

Dixon says depending on the prac­
tice area, this would usually happen 
about a year or more out from retire· 
ment to ensure a smooth transition. 

WHK had just three principals 
(partner -equivalents at the listed 
company) retire last year. which 
managing director John Lombard 
puts down to lower than expected 
superannuation returns delaying 
retirement plans. As well as contrac­
tually obliging principals to reveal 
those plans as soon as they hatch 
them, WHK assigns more than one 
principal to each client. 

"This allows the client to have 
ready access to someone who knows 
their business and ensures smooth 
continuity of service when someone 
leaves," Lombard says. 

PWC is preparing for about 40 
partner departures in 2011-12, the 
same number as last year. Its prepa­
rations include a formal knowledge 
capture-and-transfer program for 

Top guns 

partners one to three years from 
retirement, called Pinnacle. 

"In addition to celebrating their 
career they are asked to reflect on 
their legacy," says the firm's head of 
talent, Sharon Bell. "With the trans­
fer of technical and client-based 
knowledge happening on a day-to­
day basis as part of the way we do 
business, it's the legacy piece that is 
important as it will be what inspires 
the next generations of partners." 

Bell and the others acknowledge 
the difficulties of replicating the 
unique chemistry between some partw 

ners and clients. In those cases firms 
might bring back the partner 
involved in a consulting role. 

Dixon says: "Projects do come up 
which would benefit from the knowl­
edge and expertise of partners who 
have retired In these cases, they often 
consult back to the firm on a project· 
by·project basis, where independence 
requirements allow." 

Characteristics of five top-performing accounting firms 

Key performance IIldicator 

• Net profit per equity partner 

• Number of partners 
Ratio of partners to staff (leverage) 

• Salaries as a percentage of revenue 

• Staff turnover 
• Hours worked per week (partners) 

Partner charge-out rates 

• Non-compliance work (% of revenue) 

• Revenue per client 

ness Fitness. It ranged from $200,000 
to $420,000, with the medium being 
$300,000 (before partner salaries are 
taken out). 

An assessment of the top five per­
forming firms', each with net profit 
per partner above $1 million, indi­
cates that one·partner firms are typi­
cally the most profitable. 

Four ·partner firms performed the 
worst in terms of revenue and net 
profit per partner. 

Salaries as a percentage of revenue 
fell slightly from 2010 but actualsala­
ries did not. The majority of firms 
surveyed granted wage increases of 
between 3 and 7 per cent over the 
course of the year. 

An analysis of charge rate multi· 
pIes - the cost of a worker weighted 
against the income they generate -
shows that accountants are most 
profitable to a firm when they receive 
remuneration that is in the $45,000 to 

Rall?e (of the t,ve hrms) 

$l.lm - $3.2m 
1 - 2 

15 - 30 
31% - 48% 
11% - 36% 

37 - 57 

$355 - $525 
18% - 45% 

$3,266: $31,470 

... 
$1.86m 

1.2 
22.8 

38.0% 
22.8% 

51 
$428 

31.8% 
$10,312 

$65,000 salary bracket. Less than a 
third of firms surveyed are paperless 
or thereabouts. 

"This means that two-thirds are 
missing out on savings in time, 
money and space, plus strengthened 
risk management and disaster recov­
ery plans, and the benefit of a more 
saleable business," Mr Spalding said 

Firms are getting better at control­
ling debtor days - which range from 
43 to 83 days - but are still outside of 
the 30 days or less that Business Fit­
ness considers to be ideal 

"The data proves that different 
fIrms can do things differently and 
still be highly successful. 

"The hallmark of top-preforming 
firms is that they have the fundamen· 
tals right - that they have systems to 
handle compliance work efficiently. 
they price their work accurately and 
take on clients that fit the identity of 
the finn," Mr Spalding said. 

Gaps in reform group 
The federal government's choice of 
experts for the business tax working 
group, announced last week, has drawn 
a dull response from accountants, who 
feel it lacks representation from small 
business and private enterprise, as well 
as accounting professionals who deal at 
the pointy end of issues it seeks to 
address. The group of eight, chaired by 
Board of Taxation chairman Chris Jordan, 
is skewed towards big listed companies, 
unions, academics and Treasury. "Issues 
the working group will be dealing with 
short term - tax losses and proposed 
allowances for corporate equity - will 
have effects on both "rge and SME 
corporate taxpayers, ~ PKF director of 
taxation, lance Cunningham, said. "The 
bias of the members indicates that their 
experience with SME issues may be 
limited." ICAA tax counsel Yasser EJ.. 
Ansary worries the long-term goal of the 
group - to consider options for reducing 
corporate tax - may be polluted by the 
stipulation that any reform must be 
revenue-neutral. "Frguring out how to 
pay for policy is a function for 
government. It is challenging for 
business people to make 
recommendations that will reduce or 
raise taxes for others in business," 
Mr El-Ansary said. 

KPMG cuts carbon 
KPMG has cut its global carbon 
emissions per full-time equivalent 
employee by 29 per cent in the fast 
three years by changing practices in its 
offices, information technology and air 
travel. In Australia, KPMG achieved a 
reduction of net emissions of 33 per 
cent from its 2007 baseline. Having 
beaten its self-imposed target of 25 per 
cent, the KPMG globaf board is seeking · 
a further 15 per cent reduction in net 
emissions by 2015. 

Ireland needs auditors 
The Irish branch of Nexia's intemational 
network of accounting firms has 
approached its Sydney sister firm 
looking for senior auditors for a three­
month secondment to meet a sudden 
upswing in work. The battered Irish 
economy has not turned a comer, rather 
firms cut back so aggressively in the 
last two years that they've been caught 
short-handed. 

Edited by Agn .. King 

The CPA Program goes beyond the numbers to deliver 
strategic business solutions. 
That's why employers choose CPAs. 
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