www.innhovativebenefits.ca

WHAT ARETHECOST SAVINGS?

Consider the following circumstances:

. Salary $100,000

. Personal Marginal tax rate 36%

« Corporate tax rate of 14%

« $3500.00 combined health and dental expenditures

info@innovativebenefits.ca

1.866.448.0783

WITHOUT AN IB CORPORATE
COST PLUS PLAN

The employee would
have to earn $5468.75

before tax to net $3500 With a 36% tax

rate, their tax cost is
$1968.75

$3500.00 is left
over to pay their bills
A medical
expense tax credit of
$199.35 is avaliable.

Total Tax Burden
to pay these bill was

$1769.40
| Total cost of

$5269.40

WITH AN IB CORPORATE
COST PLUS PLAN

Submit a claim to IB
for $3500.00. IB will invoice
the company for $3794.00
representing the $3500.00 +~
8% claims adjudication fee
and 5% GST on the fee.

After paying
the invoice the
full amount of the
claim ($3500) is
reimbursed. This
amount is non-
taxable.

The company is able to
deduct the full $3794.00 as an
employee benefit business expense.

With a tax rate of 14% $3794.00 represents a
net cost of $3262,84. Therefore the total tax cost was
reduced by $2006.56, a 38% savings.
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Improving Retention through
Better Client Connections

INTRODUCTION

ent retention is the number one concern for CPA firms today. Keepi
right clients satisfied and finding new ways to serve them better must be

’

the cen trategy and everyday executi irrsuccessful and
profitable — especially in challenging economic times.

A key component of retention is client satisfaction, and there’s no better

way to know how well firms are satisfying clients’ expectations than to ask
the clients themselves. As a strategic partner to tax, accounting and audit
professionals, CCH undertook an independent survey of accounting firm
clients to help firms gain insight into what’s important to clients today. The
findings are included in this white paper, which discusses the needs and
expectations of accounting firm clients nationwide and what firms can do to
achieve greater success.

The results of the CCH Accounting Firm Client Survey are promising. Business
and individual clients of firms of all sizes value their accountant as a strategic
advisor, with the majority satisfied with the services they receive and willing
to refer their accountant to another client. And, most clients have stayed with
their accounting firm for several years — another very positive sign.

The survey also found, however, that firms may be missing opportunities to
serve their current client base and that they can strengthen client connections
and become more proactive in addressing client satisfaction in order to increase
retention, profitability and growth.

Times have changed. While the need for accounting services surged in the
past decade and firms’ biggest concerns related to keeping up with that growth,
the economic decline of the past three years, as well as other factors, have
introduced new pressures on the profession in terms of competition, demand
for services, client expectations, value and pricing.
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FINDINGS FROM THE 2010 CCH SURVEY: IMPROVING RETENTION THROUGH BETTER CLIENT CONNECTIONS

Today, firms are faced with clients who:
B Have more options than ever with whom they
do business;
B Are placing new emphasis on pricing and value;
B Have changing needs and whose service
expectations are being driven more and more by
their other consumer-based experiences;
B Are increasingly being prospected by other firms; and
B Define loyalty more and more by what you've dong
for them lately.

In fact, despite general satisfaction with their
accounting firm, 36 percent of business clients and
19 percent of individual clients report they are likely
to switch CPA firms in the next year, according to the
CCH Survey.

Firms clearly cannot afford that loss. So, what can
firms do to improve service, satisfaction, retention
and profitability?

Summary Findings

The CCH Accounting Firm Client Survey provides
direct insight into the client’s world: their wants and
needs; what drives their decision-making; and what

il

£l

firms need to do, and avoid doing, to win and keep
their business.

As noted, results of the survey show both promise
and challenge. There are significant opportunities for
CPA firms to expand the services and value they offer
to clients, and there is growing risk in not doing so.
Key findirgs of the CCH Survey include:

Clients almost universally recognize their CPA firm
as a strategic advisor, and firms have a significant

opportunity to better leverage this relationship by
providing existing clients with extended services.

g2 : g advisory
services clients need and the amount of service in
each of these areas they seek from their CPA firm,
meaning clients are turning elsewhere for support
or doing it themselves.

B Gaps also exist between clients’ expectations for
performance on key criteria and their firm’s actual
performance in delivering on these attributes.

B Clients’ needs for additional support and specialized
services are growing.

B Clients increasingly expect access to the services

they want, when and where they want them.

- -
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. I :
Retention risks are real. Not only are clients Services Clients Seek...and Areas of Opportunity

considering switching firms, many also report they for Firms to Extend Services

are being prospected by other CPA firms.

B The top reason clients would consider leaving their The CCH Survey asked business and individual clients
firm is if the firm did not regularly check with them to identify the types of services-they need and where
on their changing needs. th

both segments, the survey found that accounting firms
have opportunities to meet a broader range of needs
in their current client base, thereby strengthening
client relationships.

inesses most often rely on their CPA firm fo

B Firms’ overall expertise is a top driver in firm

selection for business clients. For individuals,
referrals most often drive selection.
B Business clients are leveraging technology and

they expect their firms to do the same, whether

it's working in the cloud or digitizing more of their
environment. :
relying on their CPA for management advisory/
consulting services.

The remainder of this white paper provides direct
and independent insight into what clients think and
want. Firms can put this information into action

to strengthen client connections today, as well as Figures 1and Ta: Client Perception of CPA Firm As a

leverage and customize suggested survey questions Valued Advisor

(see page 23) to survey their own clients and thereby

improve their understanding of client needs and ABUTE NS EEE

94%

create better client connections.

WHAT CLIENTS WANT
Firms Seen As Valued Advisor

It's clear that clients view their CPA firm as a valued Business S T T VA 51%

clients
advisor: The majority of both business and individual

clients surveyed agreed with the statement that their
firm is a strategic advisor compared to simply a service
provider who takes direction. (See Figures 1and 7a.) Figure Ta: Individual Clients o
Firms do, however, have an opportunity to improve 81%
in this area by working to ensure that clients are
completely confident in their accountant as an
advisor. A close look at the results reveal that

while 94 percent of businesses and 81 percent

of individuals agree that their CPA firm is a

strategic advisor — only 19 percent and 27 percent, ndividual

33%

respectively, completely agree with that assessment.

One reason for this may be that firms are not serving
a comprehensive range of client needs. The CCH

Survey found that firms can do more for their clients B 1ok atine Do el e

and that they have the opportunity to leverage this T T ——

valued-advisor relationship to expand the services Il 6.7 rating - generally agree

they provide to clients.

« PREVIOUS HOME




http://www.cchgroup.com/

RParish

Highlight



RParish

Highlight



RParish

Oval



RParish

Oval





FINDINGS FROM THE 2010 CCH SURVEY: IMPROVING RETENTION THROUGH BETTER CLIENT CONNECTIONS

The audit and accounting services that business
clients most often report using are audits of internal

controls (50 percent), agreed upon procedures (44
percent) and audits of private companies (36 percent).
The most used tax services are tax consulting (49
percent), tax preparation (49 percent) and IRS/state
tax authority representation (48 percent). However, as
these numbers show, only one-half or fewer businesses
report obtaining even these most commonly used
services from their primary CPA firm.

Businesses surveyed are far less likely to use CPA

firms for management advisory/consulting services.

The most commonly reported of these services that

businesses use are those for employee benefits (29

orecasting (27 percent).

percent), business valuation (27 percent) and cash

MOST COMMON CPA FIRM SERVICES

SERVICES

®  Audits of
internal
controls

m Agreed upon
procedures

®  Audits of
private

companies

AMONG BUSINESS CLIENTS

TOP AUDIT &
ACCOUNTING

TOP TAX
SERVICES

Tax
consulting

¢

Tax m Business
preparation valuation
IRS/state tax m Cash flow
authority forecasting

representation

TOP

MANAGEMENT

ADVISORY/
CONSULTING
SERVICES

m Employee
benefits

Based on these findings, accounting firms have the
opportunity to work more closely with their business
clients to understand their full range of needs, who
is performing those services today and where those
services could be provided by the firm.
For example, some businesses may be performing
certain accounting or tax functions internally that

could more effectively be provided by their accounting

firm. It's important that firms gain deep insight and
demonstrate how they can be an integral part of their

client’s workflow. Businesses that are looking to partner

with their CPA firms to perform new and extended
services will want assurance that their firm can
effectively integrate with their internal organization

and processes.

Among individuals, virtually all clients (99 percent)
rely on their CPA firm for tax services. While they may
turn to their CPA for tax preparation, however, that

often is the extent of the relationship. Only 48 percent

of individual clients say they have a tax planning
strategy in place. The good news is that for those who
do, nearly all are working with their CPA for guidance

on the strategy.

However, as related to other areas where CPAs

could provide advisory services, clients are generally
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FINDINGS FROM THE 2010 CCH SURVEY: IMPROVING RETENTION THROUGH BETTER CLIENT CONNECTIONS

Individuals also report that they will need more

Clients Expect Need for Services to Increase ) ) ]
help going forward, with 24 percent saying the

Business and individual clients report that the amount amount of support they will seek from their CPA
of support they’ve needed from their CPA over the past in 2011 will increase. Additionally, 29 percent of
few years has increased, and will continue to grow in individuals report that the number of specialized
2011. Very few clients (5-7 percent) expect a decrease services they need from their accounting firm is

in support needs. As such, making certain that clients growing. (See Figures 3 and 3a.)

know the full range of services and support a firm can
provide is critical.

Among businesses, increased need is most Key Finding Summary
pronounced, with 45 percent expecting their needs will It's clear that clients’ financial pictures are becoming
increase in 2011. Particularly noteworthy, 56 percent more complex, with ever increasing opportunities
of large businesses say their need for added support and pitfalls, and they know they need more help.
will increase in 2011. Much of this added support may It's also safe to say that most don’t know about the
come in the form of specialized services. Specifically, range of services their firm provides. A recent survey
55 percent of businesses report that the number of found that 70 percent of buyers of accounting
specialized services they need from their accounting services were not aware of all the services their firm
firm is growing — confirming a clear trend that’s offered, and 80 percent said they wished their firm
developed in recent years. offered services that were in fact already available

from that firm. (Hinge Incorporated, 2009)
It's critical for firms to have solid marketing and
communications channels in place to educate
Figure 3: Clients Expect Growing Support Needs in 2071 clients on how the firm can provide services as well
as to track trends in client needs so that firms can
be proactive in meeting them. By keeping on top of
changing needs and increasing the depth of client

services, firms can better position themselves as the

el 45% 50% 5%

strategic advisor clients want.

el 24 % 69% 7% —— -
@xes are Clients Gre@

What's keeping clients up at night? Taxes. More
specifically, how to minimize taxes and comply with tax

[ service needs will increase

SR R R G R regulations are their top concerns. (See Figures 4 and 4a.)

Il Service needs will decrease The five tax and financial issues of most concern for

Figure 3a: Specialized Service Needs Are Growing clients over the coming year are:

TOP 5 FINANCIAL & TAX ISSUES FOR CLIENTS*

55% BUSINESS INDIVIDUAL
Strongly/completely  BECEELEEIY (1. Minimizing taxes 1. Minimizing taxes
agree that the number i ) .
of specialized services omptymgwithifederal, | 2. Preserving accumulated
I need from my state and local tax wealth
CPA firm is growing 29% regulations 3. Saving for retirement
Individual clients 3. Doing a better job of

. 4. Avoiding an audit
business management

5. Creating or managing a

4. Payroll compliance and budget

) } ) management
Figure 3a: Based on percent of respondents rating attribute an 8, 9 or 10 on

a 10-point scale.

5. Avoiding an audit

* Top five attributes based on percent of respondents rating
attribute an 8, 9 or 10 on a 10-point scale.

« PREVIOUS HOME NEXT =




RParish

Highlight



RParish

Highlight



RParish

Oval



RParish

Oval





As both business and individual clients report they will
need additional support from their CPA firms in the
coming year, these top client concern areas provide

a good indication of where additional CPA guidance
may be most valued. In each of these areas, there are
tools that firms can introduce to help clients improve
planning, gain greater control and reduce complexity.

Figures 4 and 4a: Top Concerns for Clients
Figure 4: Business Concerns

Federal, state and local o,
tax compliance issues 68%

Better business o
management 64%

Payroll compliance
Avoiding an audit

International tax issues

Succession business
planning

Bankruptcy issues

Figure 4a: Individual Concerns

Minimizing taxes

Preserving
accumulated wealth

63%

Saving for retirement

2%

Avoiding an audit

Managing a budget 44

4

Creating a financial plan

Working toward
financial goals

41%

39%

Estate planning

Managing eldercare
finances

28%

17%

Bankruptcy issues

Figures 4 and 4a: Based on percent of respondents rating attribute an 8, 9
or 10 on a 10-point scale.

CCHGroup.com 7

TOUGH TIMES: ECONOMIC UNCERTAINTY
ISTOP TREND EXPECTED TO IMPACT
BUSINESS CLIENTS

Business clients of all sizes are concerned about the impact
of external forces on their organizations over the coming
year. Chief among these external forces is the economy.
In fact, over the next year, 70 percent of businesses report
that economic uncertainty will have a significant impact
on their businesses.
Among other issues business clients report as
significantly impacting their businesses are:
B Higher federal taxes — 64 percent;
Increased accounting-related regulation — 64 percent;

|
B Higher state and local taxes — 63 percent; and
|

Technology issues — 61 percent.

Additionally, 44 percent of business clients report that
globalization and the move to IFRS will have a significant
impact on their businesses in the coming year. (See Figure
5.) Large companies are more likely to report this as having
a significant impact, with 57 percent of companies with
revenues of $500 million or more doing so.

In tough times, firms need to be even more focused
on understanding their clients and serving them the very
best they can. As the economy struggles, companies
also are struggling to maintain good financial health and
performance margins. With some levers of growth stalled
right now, minimizing taxes can become an even more
critical component of financial management.

A complete service strategy needs to take into account a
variety of factors, including the impact of external forces.
For example, when the economy is struggling, clients can
often feel the most anxious. This is a likely time for them
to reassess their needs, and it's important that firms keep
in close contact to make sure they understand how client
needs are shifting.

Figure 5: Top External Trends That Concern Business Clients

Economic uncertainty 70%
Increased accounting regulation 64%
Higher federal taxes 64%
Higher state/local taxes 63%
Technology 61%
Globalization 44%

Figure 5: Based on percent of respondents rating attribute an 8, 9 or 10 on
a 10-point scale.
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