Good Evening Everyone
Back in 1979 – Yes, I’m sorry that may have been before some of you were born. Dennis Sims and I threw caution to the wind and established Sims Richmond & Associates.
One thing hasn’t changed since that date. As you can see there certainly have been some things that have changed. When we started SR & A we decided that we weren’t just going to do the job but our driving purpose was to provide a Value Add for our clients. Value Add still seems to be a buzz word 27 years later – however the principle of VALUE has only just dawned on me with regard to pricing.

For 27 years for me and decades before for the accounting profession we have preached:

· All we have is time to sell

· Hours x Price = Value

One of the most enjoyable and stimulating aspects of my business has been the constant learning for both me and the people I have employed. The other facet to this learning process has been to try and be at the forefront when it comes to innovation and being leaders within the profession in providing cutting edge technologies and services to clients.

Since we joined a networking Alliance now known as Principa – about seven years ago we have been providing services and technologies to you that are not provided by most accounting firms.

At a recent Principa conference I experienced a BFO – Blinding Flash of the Obvious. 
What do you buy? 
Our Time?
Or Results, Value. 
BFO.

So why do us accountants when posed with the question:
“How much will it cost?” answer

“How long is a piece of string”

“It depends on how long it takes”

Don’t you hate it when you try and book a flight to Melbourne and ask how much it will cost. The reply comes:
“We don’t know how long it will take”

“It depends on the cost of fuel that week”

“Sometimes we have to go into a holding pattern around Melbourne”

“We can probably do it cheaper for you if we get our junior to fly the plane”

They don’t do they? – They ask us to decide which Value Price Proposition we want to choose:

· Jetstar

· Frequent Flyer Qantas

· Economy

· Business/First Class

Moving forward 2IC is now going to ask you which Value Pricing Proposition you require.

Like the Airlines we realise that some customers simply desire an end result that meets their expectations. Our Silver Service is probably aligned to the Full Fare package of the airline.

Because we are not a processing business and employ knowledge workers we have little scope to provide the equivalent of discount fares. The airlines do this because they have spare capacity. Having said that there may be the odd occasion or project that we may be able to undertake which is:
· done on our time

· our rules and other stipulations that allow for a discount offer

Even preparing your tax return is not just a process. If you wanted a process done you would engage H&R Block or find a backyarder for much less a price.

When we prepare a tax return our aim is to:

· meet ATO deadlines
· ensure you legally avail yourself of all tax deductions

· utilise whatever legal creative accounting possible to ensure the least tax payable

· ensure you haven’t done anything wrong that will get you in trouble with the ATO

· give you peace of mind

That’s what you buy not how long it took or how hard we tried.

Most businesses need to add some additional features to their flight. Just like the businessman travelling interstate for an important meeting. A Business Class Flight enables him the comfort and service to be able to review his presentation, work on his laptop and arrive refreshed for the meeting. Our Gold Package is more tailored than the Business Class Ticket but offers the same increased level of attention – as chosen by you.

Qantas won’t allow you to package your ticket so as not to include:

· the use of the Qantas Club Lounge

· Unlimited alcohol on the flight etc

2IC will sit down with you and design a package that suits your personal needs.

This is the package for clients who want to ensure they have the pilot’s attention for the full flight. We get involved in any and every facet of your business that you require. A value driven pricing structure is agreed and we aim to outperform your expectations.
Just like Qantas we only have so many seats available for this service so we need to really know that these clients are serious about taking their business to new heights. The value we deliver will be directly proportionate to the client’s willingness and ability to carry out our directions.
WHY CHANGE?

“You can’t change anything by fighting or resisting it. You change something by making it obsolete through superior methods” Buckminster Fuller
Let’s look at another example. A client asks us to review their circumstances and come up with a recommended action plan. We collectively spend 80 hours on the project. The week after we finish the assignment another client with very similar circumstances makes the same request. We prepare their report in 8 hours – What fee should apply?

Our clients:

· Don’t buy time or effort

They invest in:

· Results

· Expectations

· Good Feelings

· Hope

· Dreams

· A preferred vision of future

· Integrity

· Honesty

· Solution to problems

They don’t care how long it took Holden, Toyota or Mercedes to build their next car – They pay a different price based on all of these things.

THE 2IC TEAM

I’d like to briefly introduce our team. When we had our 10th Anniversary I forgot my most important team member my wife, Gerry so I’ll mention her first. Gerry helps out with clients from time to time and also there to fill in at the office when needed. Then there’s Barry – who has been with me for nearly 20 years and as I have said on many occasions is my real 2IC.

Most of you will have had dealings with Mark at some stage who been with 2IC for nearly nine years ago.

Trish has been with us for over seven years and has been a very valuable support to a lot of you – affectionately known as QC.

Jennie started with us just before we moved to Melbourne St, also nearly seven years ago presently she is studying Midwifery while working a couple of days a week. Who knows we may soon be able to add another service to our packages!

I just want to concentrate for a minute on a group of our young accountants.

Nick has been with us over five years

Chris has been with us nearly four years

Nisha has been with us nearly three years

Tanya has been with us nearly one year;

And Ioly part time since December.

This group is the future of our firm and part of the BFO that hit me was the demotivating effects of timesheets. These guys use their brains and experiences to provide ideas and solutions to all of you. If all I do is measure how many hours they spent on a job rather than what results they have produced for our client what sort of motivation is that for them. How are they going to grow as advisors and give you real value solutions?
A classic example of this was a recent problem solving exercise for a client. We now have Nick, plus Chris and Nisha sharing the one room – The Brain Trust. Some of our clients have been lodging their tax returns under the STS system which basically delays tax on earnings until they are physically received. However, it is only available to taxpayers whose turnover is below $1.0m. So when a client’s income exceeds that $1.0m they need to come out of STS and pay tax on their current income plus a catch up on the unpaid tax from previous years. We had a client where this transition would have added an additional $60k tax – which came as a surprise to all of us. The latest budget raised the threshold to $2.0m from 1/7/07 so we decided to have a brainstorm – how could we keep this client in STS until 1/7/07. One of the guys in The Brain Trust – Nick, I think, remembered something about the definitions of turnover from when STS was introduced back in 2002. It turns out that the rules allow us to use some creative calculation of turnover and our client will probably stay within STS for many years – basically a tax free loan from the ATO of $60k – possibly for many years.
I have since asked three other accountants who run their own business and two specialist tax lawyers whether they were aware of the provisions and they were not. Two issues arise when considering this scenario – Would our Brain Trust have come up with this solution if they were concentrating mainly on clocking hours to timesheets?
Secondly how much value will clients receive from having a team focussed on solutions rather than time? A $60k interest free loan is certainly worth much more than the collective hour The Brain Trust spent arriving at the solution.

Back to the rest of the team:
Esther (with us 18 months) and Celeste (nearly a year) make up the rest of our support/admin team.

And lastly Maria is a new addition to our accounting team juggling motherhood with helping us with our compliance work originally working from home and more recently spending more hours in the office.

Thank you team – I can’t do it without you and most of the people in this room certainly would struggle without you. You may officially tear up your timesheets.
This brings me to my next point – for 12 years I have been drumming into these guys that clients are No. 1. And with very few exceptions this has been our driving purpose. I’m now telling you and our team that my team is No.1 so that they can provide the best value to our clients. I together with each team member need to treat the others in such a way that our environment nurtures learning and creativity to make a difference to our clients businesses and life.
WHAT WILL CHANGE FOR YOU?

Hopefully all good. No longer will we do work for you with an open cheque book.

Together we will establish what you want us to do and what it is worth for you. We will document and guarantee our own performance. Some people will say “that’s all very fine but what sort of relationship will we have going forward if I ask for my money back. I’m happy in general terms but one particular issue or lack of attention upset me.”
We now genuinely believe that our relationship will be strengthened if you do. Firstly we will definitely know we stuffed up whereas otherwise we might not have – so we can improve.

Secondly if we don’t address the issue the scar could well remain for a long time.

Now, I have been accused of being very defensive in the past if I or one of the team makes a mistake.

The other BFO for me is that everyone knows people make mistakes – we’re human. Even if the mistake was caused by extraneous circumstances beyond our control we are better off apologising and assisting in rectifying the problem.

If this arises and we have caused you grief or dissatisfaction we will be proactive in providing an appropriate refund/rebate of our fees – before you ask.

Our undertaking to you is:

1. We will provide you with a service and attitude that addresses what you:
· Ask for

· Want

· Expect

2. We will listen to your requests whether you request them verbally in writing or simply infer them.

3. Nothing will be too hard. If you need assistance we undertake to be there and help.

4. Because we are tearing up timesheets I will have more availability and so will all our Team to regularly liaise with you. If you don’t take up the free phone opportunity we’ll be calling you.

5. We will keep you posted on latest issues that affect you on a timely basis in a way you can understand.

6. We will present opportunities to you that may help your business, lifestyle, investments.

7. Many professional advisers sit on the fence and won’t give you a clear direction. We undertake to give you the options but make it clear what we recommend – No fence sitting.

8. All this should culminate in both your and our SUCCESS but equally important is we all enjoy the ride and have FUN.

For many years we have probably impressed upon you the importance of efficiency – In fact we may have even convinced you to implement timesheets. For some of you I truly apologise for imposing this regime on your life. If only I had my BFO earlier.

However, some of you are involved in a process worker environment rather than a knowledge worker. In these circumstances there probably is good reason to monitor efficiency because you quote on a job and need to produce so many widgets to an hour to make a profit.

For those of you who sell creativity or knowledge perhaps we need to re think your strategies. As we work our way through this new regime of Value Pricing we will be able to help you and minimise your heartache and mistakes by our own experiences.
SO WHAT’S WITH THE FREE CALLS/MEETINGS

For some clients in the past we have built in free phone calls as part of your fixed price agreement. Only Platinum or Gold Service clients have been entitled to Free Meetings.

Every client will be offered a Fixed Value Priced Agreement. We are not charging you for the free meetings in that price. We are throwing it all in. So there is no point saying – if you take out the free calls and meetings how much will it be? 

Why would we do that?

Our goal is to be your Valued Advisor, Business Coach, Mentor. To be able to do this we need to know what’s going on – so we need to stay in touch.

Don’t worry – if you haven’t worked it out it’s not all about you. Of course we’ll benefit because when we are talking to you we can advise you of benefits you could achieve if we did A, B or C for you – so we will get an assignment.

But before you instruct us to go ahead you’ll know what you are investing and what your likely benefit will be.

Now, quickly there are a number of other exciting things we have on our agenda.

Business Dashboard is a product designed by Principa which enables you to have this screen up on your computer and we can be talking over the phone discussing the effects of various variations in your business results

- QUICK DEMO -

We will look to have a product demo one evening and will get any of you interested to come along.

We are also trying to put together a Conference for clients away from the city for about 2-1/2 days somewhere like Barossa Novatel or McCracken Country Club at Victor Harbour. Again we will keep you posted.

One of our Principa Alliance members from the UK, Paul O’Byrne has developed his own MBA for clients – it’s not really an MBA. He has received tremendous feedback from clients. Because Paul lives so far away we are going to steal his idea.

We are also investigating an internet program which will enable you to subscribe to be able to log onto our server and gain access to your files and information from your home or office. This will give you real time access to reports we have previously provided to you and eventually enable you to track where we are with your job – Real Time Accountability for us.
Thanks for coming, we have some feedback forms that we would like you to complete. We will be in touch with you regarding your Value Priced Agreement in the coming weeks.
Thanks again and Happy New Year.
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