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Introducing businessfitness™
The Experts in Improving Accounting Firm Efficiency

businessfitness™ are Australia’s leading experts and technology providers for improving accounting
firm efficiency. With over 900 Australian accounting firm clients and highly regarded for its
benchmarking survey and practice management guide, The Good, the Bad & the Ugly of the
Accounting Profession®, businessfitness™ has studied Australia’s high performing accounting
firms to develop a unique combination of strategy, technology and implementation methodology for
systemising and streamlining an accounting practice’s operations.

We provide you with a proven practice development process, industry leading procedures,
templates and electronic workpapers for accounting firms, and the world class HowNow® software
that streamlines your:

= Knowledge Management,
" Document Management, and
® Records and Email Management processes within your business.

Implementing HowNow® transforms your business within just 6 weeks.

“We have calculated that we have received a permanent profit advantage of
approximately $100,000 per annum from the introduction of HowNow®. This

has been achieved via a number of ways:

®  Quicker induction of new staff See Strategy 5
®  Less revision of work S:e Strategy 3
® Easier access to templates and firm knowledge S:e Strategy 4
®  Increased consistency of work across all groups” S:e Strategy 2

Martin Kerrigan — Snelleman Tom

Putting the software and content in the proper perspective

businessfitness™ creates and implements software and content as part of what it does—but it is
about much more than either the software or the content. In fact, we don’t define ourselves as a
software or content company even though HowNow® is among the best knowledge management
and document management software available today, and the HowNow® Accountants content is
considered Australia’s leading procedures and templates for accounting firms. That's also why we
don’t begin our process with you by demonstrating the HowNow® software and content.

The HowNow® software and content are simply tools to help you implement the strategies for
improving accounting firm efficiency. To achieve best results with our clients we like to first make
sure you view the software and content in the greater perspective of understanding the strategies
(‘the why’) behind it and the methodology (‘the how’) for effectively implementing the strategies.

That's why this white paper is the perfect place for you to begin ...
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The Purpose of this White Paper

This white paper is intended for Partners/Principals and Practice Managers of accounting
firms. It introduces you to six of the key strategies and principles that underpin the
businessfitness™ technology and methodology for improving accounting firm efficiency.

There are many more strategies that businessfitness™ helps its clients implement—refer to The
Good, the Bad & the Ugly® of the Accounting Profession for more information—but these six
strategies will help you begin to quantify the potential profitability and efficiency improvements
businessfitness™ could help your firm achieve through applying our unique combination of
strategy, methodology and technology:

It's important to note that the strategies outlined here can be implemented with or without
assistance from businessfitness™. This means there’s significant value in this white paper
whether or not your firm decides to work with businessfitness™.

It's our hope, however, that in reading this white paper you’ll gain an insight into the performance
improvements your firm could achieve by working closely with us.

Your Next Step after Reading this White Paper

If you are interested in exploring further the potential performance improvements these 6
strategies offer your firm, we can provide you with an online demonstration of HowNow® — simply
fax back the form at the end of this document.

Let’s look at the strategies ...

. “ tm
6 S} ies f i il i i i .
Accounting Firm Efficiency businessfiiness AR e s syt S

Phone 1800 99 11 00 Page



The Combined Effect of Implementing these 6 Strategies

Ask yourself what would happen to your firm’s efficiency if:

You could dramatically reduce the incidence of job pick up/put down on jobs?

You could standardise the workpapers, checklists and templates in use across the firm?
You could get preparers to use self-review checklists before presenting work for review?
You could implement a ‘paperless office’ knowledge and document management system?
You could implement a systemised and efficient induction and training process?

You implemented the ‘fish that John West rejects’ policy on use of standard workpapers?
(this refers to Strategy 6 on page 17)

In our experience in working with and studying many hundreds of accounting firms
around Australia, the benefits your firm will experience will include:

Improved delegation mix: Fewer partner hours per job + fewer professional hours per job
+ slightly more support or paraprofessional hours per job, which results in

Reduced input costs, which—with the ‘value pricing’ approach applied—results in

Improved profitability.

The increased delegation in the firm will result in:

Increased capacity in the senior ranks of the firm, which allows

Increased proactive value adding advice and services provided to clients, which results in
Increased fees, and

Increased profitability, with the added benefit of

Increased staff morale because they then work on more satisfying assignments.

The systemisation and standardisation across the firm will result in:

Increased efficiency, which results in

Reduced job turnaround times, which results in

Reduced WIP levels, and

Reduced debtors

Improved quality and consistency of work presented for review, which results in
Reduced risk

Reduced dependence on key people such as partners and senior managers, which means
Partners can choose to work fewer hours in the firm to improve their lifestyle, and

The firm’s value increases because succession issues are dramatically reduced.

Each of the following strategy sections averages 2 pages and has been formatted for speed reading ...
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Reduce Job Pick Up/Put Down by Implementing
a Client Data Gathering System

Any business is a collection of inputs, processes and outputs. An accounting firm is no exception.
Individual client jobs or assignments are obviously the most common processes in an accounting
firm. For each job there are inputs such as client records and accounting data, and there are
processes to transform those inputs into higher value outputs such as tax returns, financial
statements and regulatory authority lodgment correspondence on behalf of clients.

Inputs Processes

The efficiency of your internal processes clearly has a major bearing on your firm’s performance
and profitability. In our extensive experience in studying and working with many hundreds of
accounting firms around Australia, we have observed that one of the major ‘efficiency killers’ in
accounting firms is what is commonly referred to as ‘job pick up/put down’.

Job pick up/put down is where jobs are commenced but then need to be put on hold while the
preparer waits on more information from the client. For example, the preparer starts working
on a client’s tax return and then realises part-way into the job that the client has failed to provide
an important piece of documentation such as a purchase contract, lease agreement or bank
statement. The preparer puts the job down, contacts the client (which in itself can result in a series
of ‘telephone tag’ phone messages or emails), requests the information from the client and then
picks up another job while they wait for the additional documentation to arrive. When the
information finally does arrive from the client, the preparer can recommence the job after a period
of re-familiarising themselves with the job before making progress again.

This is disruptive to the preparer, drastically affecting his or her efficiency and therefore that of the
firm. The wasted time due to job pick up/put down is—because it does not actually add value to
the outputs of the process—often difficult to recover. In other words, it often results in write offs.

While that’s detrimental to the firm, job pick up/put down also affects clients because it blows out
job turnaround times. Interestingly, job turnaround times not only increase for the clients whose
incomplete documentation led to the job pick up/put down, but they also increase for other clients.

Let’s look at why.
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One of the fundamental tenets of effective project management is that it is preferable to have
fewer current projects in progress and finish them sooner rather than have more projects in
progress that all take longer to complete as a result. It's common sense when you think about it,
yet the job pick up/put down syndrome is almost pandemic in accounting firms.

The following illustrates the effect of having too many projects (or jobs) in progress:

.
L
4 D
4 G

Time to Completion Time to Completion

Projects
Projects

\ J
A J

Job pick up/put down is a type of interruption. There are many other types of interruptions
that a preparer might be subjected to in the course of completing a client assignment but job pick
up/put down is, in our experience, one of the two most costly types of interruption occurring on a
daily basis in many accounting firms. (‘Knowledge bottleneck’ situations in the firm—where the
preparer is forced to wait on a work colleague or superior for guidance or information before
continuing with the job—are the other costly and extremely common cause for interruption. Ways
of reducing knowledge bottlenecks are discussed in Strategy 4.)

JoAnne Growney in her paper for the Institute of Management Sciences entitled Planning for
Interruptions: The Science of Managing Their Effect’ says of interruptions, “their effect can be
much more devastating than intuition alone would allow us to conjecture”. Jonathan Spira in his
article, The high cost of interruptions®, in an article in KM World asserts “unnecessary
interruptions consume about 28 percent of the knowledge worker's day”.

How much is 28 percent of your payroll?

Whose fault is job pick up/put down? Is it your clients’ fault? It may seem so, but believing that
removes your power to influence and remedy the situation.

We suggest that your firm—and that means YOU, as a manager of the firm—
claims responsibility for job pick up/put down.

So if it’s your fault, what can you do about it?

Planning For Interruptions: The Science Of Managing Their Effect, JoAnne S. Growney, The Institute of

Management Sciences, Vol. 11, No. 1, February 1981.

The High Cost of Interruptions, Jonathan B. Spira - Posted Sep 1, 2005
http://www.kmworld.com/Articles/ReadArticle.aspx?ArticleID=14543
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The answer is to implement a Client Data Gathering System that involves the following:

1. Setting clients’ expectations for ‘this is the way we do it here’ for client data gathering

® Explaining to clients the firm’s policy for requiring completeness of client documentation
prior to commencing jobs (so it won’t come as a shock to them later)

" Educating clients regarding the benefits to them of this system and approach — Selling
them on ‘What’s in it for me?’ from their perspective

® Explaining to clients the firm’s minimum quality and completeness standards for accepting
client records and accounting data

Some firms require their small business clients to use a professional bookkeeping
service approved by the firm to ensure that the accounting data provided is of an
acceptable quality, while other firms promote the use of automated cashbook systems

such as BankLink® which imports data directly from the client’s bank statements.

® Educating clients up front that if their records and accounting data are not up to the agreed
completeness standards the job will cost them more money, therefore making sure that
any extra costs are passed onto the client and not borne by the firm in written off time.

2. Have your support staff run the client data gathering system by giving them:

® Documented procedures listing out each step involved in the process N
®" Training in how to run the system
® Standard questionnaires to send clients before commencing jobs

® Standard checklists for the support staff to check completeness of — -
client documentation when it arrives —

"  Passing jobs to professional staff after all client data is received |

3. Leadership from management to ensure the system and the policies are adhered to

Such a system eliminates job pick up/put down for professional staff because the client data
gathering process is entirely managed by support or paraprofessional staff. Your support staff will
still need to chase some clients to ensure they have sent in all their information, but the amount of
time spent doing this will reduce dramatically, and none of it will be your professional staff
members’ time.

Why is this approach so efficient?

An underlying reason is the principle of division of labour. Division of labour is the difference
between cottage industry production where each step of the manufacturing process is performed
by the one person—‘the artisan'—compared with the production line approach where a series of
people each have specialised roles to perform and are skilled, trained, and paid accordingly—‘the
factory’. This division of labour principle underpins the entire industrial revolution and in many
cases it can be applied equally to service-based businesses.

Phone 1800 99 11 00 Page
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Consider this example: When you go to a small local mechanic to have your car serviced, it's

common that the owner of the business is also the mechanic and is also the person who greets you
when you bring your car in. Compare that with what happens when you take your car to a major
motor vehicle dealer’s servicing department. You are not met by a mechanic. You are met by
a customer service specialist who ensures your car is parked in the right place, your details are
correctly recorded, any issues with the car are noted, the servicing is scheduled, and your
expectations for pick up time are set appropriately. These operations are far more efficient than the
smaller operators who do not achieve the division of labour and production line approach.

It's likely that your professional services firm is no different from the above scenario for the
vast majority of assignments. Division of labour, specialisation and a production line mindset can
be effectively and profitably applied. Like the highly productive mechanics who can finish one job
and then move immediately to the next job, your professional staff—once an effective client data
gathering system is implemented—can be in a similar position. Productivity levels will soar.

Once a firm reduces the incidence of job pick up/put down by implementing a client data gathering
system, the next step in boosting efficiency is to ...

6 Proven Strategies for Boosting

™ ™ im 1e ] 1 )
businessiiiness ™ g imotusnsivesmet g

Phone 1800 99 11 00 Page



Improve Efficiency by Providing Staff with Standardised Electronic
Workpapers, Tax Checklists and Template Letters

Another common ‘efficiency Killer’ in accounting firms is a lack of standardisation. If a firm
lacks a culture that values the benefits of standardisation and lacks an effective tool to ensure all
staff are working off standardised, centrally stored ‘master versions’ of procedures, electronic
workpapers, checklists, letters and other templates, the unseen cost to the firm is enormous.

You might be staggered to know the cost to your firm of repeated ‘reinvention of the wheel’
where your staff or particular workgroups create their own versions of documents, workpapers and
templates unaware that what they are creating has already been created by someone else in the
firm, a number of times. Standardisation is an important issue to manage for any growing firm and
is particularly pertinent to multi-partner firms.

There’s a facetious saying that multi-partner accounting firms are merely a collection of sole
practitioners sharing office space. This refers to the ‘operational silo’ effect where different
areas of the firm operate independently in relation to their processes and standards. It is a very
common scenario where each area of a firm is ‘doing their own thing’ in relation to procedures (if
there are in fact any documented), templates and precedents. There is a lack of standardisation
across the firm and therefore a lack of agreed best practice that defines ‘this is the way we do it
here’ across the firm. The efficiencies achievable through standardisation are foregone.

Standardisation must start at the top with the principal or a key partner championing
standardisation and systemisation in the firm. At every opportunity staff need to be reminded of
the benefits to them, to the firm and to clients of standardisation. These benefits include:

®=  Save time: Avoiding ‘reinvention of the wheel’ in relation to templates and standards

= Efficient completion of work because well designed templates ensure all relevant issues are
considered in the completion of the job, and in doing so

- Job turnaround times are minimised
-  WIP levels are reduced
- High quality levels are maintained

"= Consistent presentation of documents to reviewers and to clients, which leads to
= Dramatically reduced review times (see Strategy 6 on page 17 for more detail)
The steps involved in standardising your firm include:

1. Educate your staff that the firm is about to embark on a strict standardisation process
that will involve the above benefits and the following steps.

2. Assign a team leader and various team members with defined responsibilities for
different types of templates or specific topics. Ensure each team member understands the
objectives of and steps involved in the project. A good project team on this is vital.

3. Collect and centrally store all procedures, workpapers, checklists, standard letters and
other templates that are in use within the firm. Whilst you can designate a particular folder
or mapped drive for storage of templates and precedents, it is far more efficient to use an
electronic knowledgebase and document management system such as HowNow®.
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4. After providing one week’s warning to all staff, delete (or archive to removable media)
all templates that are stored on workstation hard drives or on areas on the network outside
of the agreed upon central storage area. (This step sounds drastic but it works!)

5. Group the various templates by type and review all templates to decide which will be
the master version for each type of template. In some cases you might decide on a
particular template but update it to include some elements of another template.

6. Delete (or archive) all non-master versions. You do not want anyone using anything
but the agreed upon ‘master version’ of each type of template, so why store the non-
masters on the network where people can access them? Get rid of them.

7. Ensure the master templates are in read-only or template format so that when team
members open them, they open either a new document based on the template or a read-
only version of the document that must be renamed in order for changes to be saved. This
protects your master versions from inadvertent changes being made.

8. Regularly reinforce policy. Remind team members that it is unacceptable for them to
copy the master versions and store the copies elsewhere such as on their own workstation
hard drive or a personal folder on the network. Explain that working off copies means that
their copy of the template will become out of date when the master version is updated. For
team members who want shortcuts to their frequently used templates it's possible to add
shortcuts to their Windows® Desktop, their My Documents folder or even to their
Favourites in Windows® Explorer and Internet Explorer. These shortcuts link to the master
version of the templates. They are not copies of the templates.

9. Design the templates so that they can be completed on-screen, then encourage on-
screen completion of checklists, forms and workpapers to maximise the efficiency of
preparing, reviewing, electronically storing and later retrieving work.

When a checklist is printed and then completed pen-on-paper, a nhumber of challenges
arise. In order to keep this white paper brief, these challenges and techniques for
overcoming them are outlined in a separate white paper, Towards the Paperless
Office: On-Screen Completion of Checklists and Workpapers. You can download

this at www.businessfitness.net/au/articles.htm.

10. Adopt the “It’s the fish that John West rejects” review policy. Reject work presented
for review that is not based on the official standardised workpapers. (See Strategy 6 on
page 17 for more detail.)

These are among the strategies that businessfitness™ helps clients implement in its HowNow®
Accountants program for standardising and systemising an accounting firm. Our Client Managers
and Application Analysts go on site to guide clients through each step of the 6 week rapid
implementation process to install and customise HowNow® Knowledge Manager and HowNow®
Records Manager and Email Manager for the firm’s needs.

HowNow® Accountants includes over 900 standardised procedures, electronic workpapers, tax
checklists and template letters which firms then modify to suit. Each month businessfitness™
publishes content updates directly into the HowNow® intranet of each firm.

Using standardised electronic workpapers, checklists and other templates makes it easy to ...
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Reduce Review Times by Implementing a Preparer’s
Self-Review Checklist System

Standardisation is obviously not an end in itself—it is a means to an end. One of the end benefits
that businessfitness™ clients experience as a result of standardisation in their use of electronic
workpapers and tax checklists is a dramatic reduction in review times.

In many accounting firms reviews are reviews in name only. In fact often reviews are more “re-
do’s” than reviews. One accounting firm partner put it this way:

“Universities teach accounting students that 50% is a ‘pass’. In the real world, getting
50% of your work wrong for a client is very far from a pass. | am amazed at the standards
that accounting graduates think are acceptable. It takes me a long time to drum into them
that nothing less than 100% correct is acceptable before a job can go out the door.”

This was said by an accounting firm partner who was complaining about the amount of correction
and re-work that was required in the reviews he was performing.

businessfitness™ clients, on the other hand, commonly report a 50% to 75% reduction in
review times after implementing the standardised workpapers and checklists in HowNow®.

For example, where reviews were often taking two hours to perform, after standardisation reviews
more commonly take 30 minutes to complete. In addition to reducing the amount of work charged
to WIP per job, this frees up a lot of partner and manager time for higher value adding work.

One reason for this dramatic reduction in review times is that it's easier and faster to review jobs
when each job is prepared using the same workpapers and checklists. But there is another very
important template that has a significant time-saving effect on review times:

The use of self-review checklists by preparers
prior to presenting jobs for review

It's a simple concept and it’s not difficult to implement. (The most difficult part of implementation
is addressed in Strategy 6, later in this document.)

HowNow® Accountants includes three variations of a preparer’s self-review checklist:
"  Accounts Preparation - Final Review - Companies
® Accounts Preparation - Final Review - Partnerships and Sole Traders
"  Accounts Preparation - Final Review - Trusts

Self-review checklists also benefit your staff because using them provides staff with a self-paced
learning process giving them the opportunity to think through and, if necessary, research the
issues at hand—all without partner or manager involvement. Everyone wins.

Phone 1800 99 11 00 Page
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Implement an Electronic Document Management and
Knowledge Management System

businessfitness™ provides what we are recommending in this strategy—an Electronic Knowledge
Management and Document Management System—in the form of the HowNow® software with its
‘Knowledge Manager’, ‘Records Manager’ and ‘Email Manager’ modules. However, regardless of
whether your firm implements HowNow®, the principles in this strategy apply to your firm no

matter which knowledge management and document management system your firm uses.

In Strategy 1 earlier we described an accounting firm as a collection of processes. In an accounting
firm many of the inputs and outputs of these processes are documents. Various documents are
received from clients as inputs, they are then processed using various documents within the firm
like procedures, workpapers, and checklists and then more documents are produced as outputs in
things like tax returns, sets of accounts, letters, reports and invoices.

You might be surprised to learn that a typical accounting firm produces approximately
10,000 documents and emails per year and receives in excess of 50,000 documents and
emails per year for every Partner in the firm.

That's a lot of documents to store, manage, secure and—if later needed—retrieve. An efficient firm
requires a strategy that streamlines the management and control of these many thousands of
documents.

Paper based systems struggle to cope with the shear volume and more and more firms are turning
to software for a solution. There has been much talk in the profession over recent years of the ‘The
Paperless Office’ or the more realistic term ‘The Less Paper Office’.

Aside from the obvious savings on storage, printing and stationery supplies a key benefit in using
an electronic document management system is in the fast retrieval of client information.

A classic example of this is when you receive a call from a client who has a question about their
affairs. To answer their question you require some information from their file. With a traditional
paper based system you have to out the client on hold or give them a call back.

If you're lucky the client’s file will be in the filing room, but often you and others have to spend
time tracking it down. Then when you finally locate the file a round of telephone tag or email tag
often commences with your client.

With a good electronic document management system you can quickly search for the document,
bring it up on screen and resolve the questions while the client is still on the phone.

So not only does this save time and maximise efficiency, you also increase client satisfaction.

Some firms are using Windows® Explorer and Microsoft® Office, but these are not
document management systems. Nor are most intranets. Any system that bases its storage
and retrieval of documents simply on saving to and later browsing through a folder (directory)
storage system is nothing more than a large ‘virtual’ electronic filing cabinet. The
documents are there, but they can be slow to find, are easily misfiled and are not sufficiently
managed and controlled.
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In the context of an accounting firm, an Electronic Document Management System (EDMS)
facilitates electronic filing of received and created documents, whether in electronic format
(e.g. Word documents, Excel files, emails and/or their attachments or files received on disk such as
clients’ MYOB files), or printed documents (e.g. ATO and ASIC correspondence) scanned into the
system. And EDMS makes it far easier to control and retrieve these documents.

Document Management has been a hot topic in the profession for the past few years. In contrast
Knowledge Management is a subject that is not so widely discussed, but is of equal importance in
creating an efficient firm.

The term ‘knowledge management’ (KM) itself is very broad and is in fact a discipline
and profession. It is increasingly common for larger organisations to have a
designated Knowledge Manager or KM Manager—typically a degree qualified KM
professional—whose role it is to systematically and actively manage and leverage the
stores of knowledge in their organisation. They focus on the process of transforming

information into intellectual assets of enduring value.

By ‘knowledge management system’ we are referring to a software system (and
methodology for implementing it) that facilitates capturing, organising, storing and
sharing knowledge within your firm. That’s what HowNow® Knowledge Manager helps

accounting firms achieve.

As a professional services firm you are in the business of delivering knowledge rich advice to your
clients. Much of that knowledge resides in the heads of your staff. This often prevents it
being shared efficiently and can be lost altogether each time a staff member leaves.

An efficient firm needs a Knowledge Management strategy that maximises the availability of
knowledge, creating efficient workflow processes, enabling the work to be delegated down.

Without an effective strategy for Knowledge Management ‘knowledge bottlenecks’ will exist within
the firm where knowledge remains in the heads of partners/directors and your staff.

The only way others can access that knowledge is by asking. This leads to increased ‘upward
delegation’ as staff are unable to complete work without help. Knowledge rich, often senior, staff
become overloaded with work, costs on assignments are increased, margins are eroded and
assignments are held up from being completed. In extreme examples assignments are delegated
upwards only to be put on the already mounting pile of files and not being seen again for weeks.

An Electronic Knowledge Management System will maximise knowledge capture, knowledge
sharing and knowledge re-use across the firm.

This is one of the major benefits that businessfitness™ clients achieve by implementing HowNow®
Knowledge Manager. It facilitates the process of transforming the knowledge that resides in the
heads of your staff, eliminating knowledge bottlenecks and turning it into intellectual assets that
have enduring value for the firm.

In knowledge management terminology, the undocumented knowledge in the heads of your staff is
called implicit knowledge. One of your goals in building an efficient and systemised accounting
practice is to document as much of your and your staff’'s implicit knowledge as possible. This
transforms it into explicit knowledge in the form of procedures, checklists and other standard
documentation.
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Complex knowledge and tasks are simplified with detailed step by step procedures and checklists
linked to the relevant reference material. This enables better dispersion of knowledge to less
experienced staff members.

There’s a third type of knowledge called tacit knowledge. This is the sort of knowledge or know-
how that can only be transferred from person to person through experience and on-the-job
training. It cannot be gleaned from documentation, even if that documentation is video or
multimedia interactive training. It’s the ‘learn by doing’ scenario.

It's important to acknowledge the tacit nature of some types of knowledge so that you’'re not under
the misguided impression that absolutely everything an accounting firm does can be documented
into procedures and templates. The good news though is that most of it can be.

The relationship between explicit, implicit and tacit knowledge is shown in the following diagram:

Can the
knowledge be
documented?,

Has the
knowledge been
documented?,

Yes Implicit
Knowledge

Explicit Tacit
Knowledge Knowledge

Capturing knowledge is only one of the first steps in the knowledge management process.
Once you have a large proportion of your organisation’s knowledge documented then you need to
organise, manage and share those documents within the firm.

That’s where an Electronic Knowledge Management (KM) System such as HowNow® Knowledge
Manager comes in, to make it easy to centrally store and manage the firm’'s documented
knowledge—such as procedures, checklists, template workpapers, forms, standard letters and
other templates—so that all staff have ‘one place to look’ and are all working off the same
standardised and approved versions of these documents in producing their work.

It’'s not difficult to see how such a knowledge management system can bring about significant
efficiency gains in an accounting firm. By capturing as much implicit knowledge as possible and
converting it into documented explicit knowledge, the firm minimises the adverse effects of
knowledge bottlenecks and the inevitable loss of staff members. By effectively sharing and
managing these documents and giving staff a quick and easy search mechanism, the firm
maximises knowledge re-use and allows staff to avoid unnecessary reinvention of the wheel
when doing work for clients.

One of the benefits of implementing a knowledge management system is that it allows you to ...
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Implement a Systemised Induction Process

Systemising your business isn’t a project. It's a way of thinking and an approach to running
your business that permeates your firm’s culture.

This culture stems from the firm’s leadership—from you. You have to ensure that
systemisation and standardisation are esteemed values within the firm. They need to be spoken
about enthusiastically at team meetings, in team newsletters and one-on-one with team members.
You also need to ‘walk your talk’ and set the example. (An important element in setting that
example is addressed in Strategy 6 later in this document.)

Developing such a culture is a large part of what businessfitness™ helps its clients achieve.
It's about so much more than ‘the software’ or ‘the content’. They are part of the solution,

yet they sit within the larger context of bringing about effective change in your firm.

An important part of the change management process is ensuring new staff get off to the best
possible start with your firm. Changing staff behaviour at a later date will be difficult. There is a
precious window of opportunity when a new team member starts with your firm to
indoctrinate him or her into your firm’s culture of, “We have defined best practice ways of doing
things here. Either follow our systems, come up with suggestions to improve the systems when you
see a better way of doing something, or find a different firm to work for.” Staff need to be shown
that ‘this is the way we do it here’ and that unapproved variations are unacceptable.

This culture should be discussed with prospective employees during interviews in order to screen
out anyone not willing to follow systems and use standardised templates. (There are plenty of
under-performing, inefficient firms they can work for.)

Following on from the interview process, the induction process needs to reinforce your firm’s
systems culture. From Day 1 new staff need to be shown ‘this is how we do it here’. In fact, that
should be a mantra within your firm—*‘this is how we do it here’—repeated at every opportunity
when training new team members in how to follow the procedures and use the templates,
electronic workpapers, checklists and other standardised tools they will use in the completion of
every client assignment.

An important part of the induction process is showing a new team member how to use your
firm’s knowledge management and document management system so they can find the
procedures and templates they need when doing their work.

Using such a system, on Day 1 a new team member can be shown, “These are your procedures for
completing your main responsibilities. We have defined best practice ways of doing things here in
order to maximise our efficiency, and these processes are documented in our procedures.”

An effective knowledge management system allows you to provide the logged in user with a
customised view for their role in the firm. This means the new staff member can be presented with
what is effectively their own personal procedures manual, listing every procedure that relates
to their job without cluttering their view with the entire knowledgebase which would contain many
procedures that are irrelevant to them. This applies to support staff as well as professional staff.
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The knowledge management system should allow them to keyword search within their own
procedures manual so they can find what they’re looking for without having to ask their manager
or their peers.

Every “Have you got a minute?” and “Where do 1 find ...?” type question is
an interruption to the person being asked, and is something the person asking the
question would rather not have to ask.

A knowledge management system allows new team members to self train to a large extent
in a number of areas. This is not to say that procedures replace the need for training—they clearly
do not. However, allowing new team members to find a documented description of the steps they
need to follow in order to complete particular processes provides them with an excellent basis for
knowing how to produce their work in the standardised, acceptable manner.

In an effective knowledge management system, each procedure also links to the related templates,
workpapers, checklists and other tools needed to complete the process. This provides new team
members with a ‘join the dots’ level of simplicity that cannot be matched any other way.

businessfitness™ clients report significant time savings in induction times because HowNow®
Knowledge Manager provides exactly these types of induction tools. In these firms, new team
members—whether graduates, support staff or experienced professionals—get up to speed in a
fraction of the time previously taken.

If you would like to watch a recording of a past live ‘webinar’ presentation where we
interviewed a businessfitness™ client about how her firm has reduced new staff induction
times down to one-third to one-quarter of what they previously were, please email us at

demo@businessfitness.net and we will email you a link to that discussion about how they

achieved that. You’'ll hear from the practitioner—and also from one of their team members—
and see on the screen their use of the Organisation screen in HowNow® to provide each team

member with their own personal procedures manual which slashes induction times.

In addition to the benefit of these new team members quickly reaching their monthly break-even
point (where the fees they generate start covering the cost of employing them), the time required
of their supervisors and managers—and the time taken in asking their peers where to find certain
documents or information—is greatly reduced, in the process dramatically lowering the firm’s
direct and indirect inductions costs.

While the time savings and cost savings are important, the greater and longer lived benefit is
getting new team members off to the perfect start in having them embrace the systems culture,
follow the systems and use the standardised templates and tools that are made available to them.
The efficiency and quality benefits will continue to flow for the team member’s tenure.

But what happens when a team member doesn’t follow the system and presents work for review
that hasn’t been created using the standardised workpapers, checklists and other tools ... ?
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Reject Work Presented for Review that is Not:

(1) Based on the Official Standardised Workpapers and
(2) Has Not Been First Self-Reviewed

As mentioned in Strategy 5, a culture of systemisation and standardisation stems from the firm’s
leadership—from you. Leadership isn’t something you have by virtue of your position in the
firm—it’s something you do.

Leadership takes the courage to face constructive conflicts when necessary. If you implement the
first 5 strategies outlined in this white paper and then do not implement and maintain the following
strategy, you will not achieve the efficiency gains that are otherwise possible:

Whenever work is presented for review that is not (1) based on the official
standardised workpapers and (2) has not been first self-reviewed using the
standard final review checklist, reject it. Tell the preparer to do the work again
using the standard workpapers and checklists, and then present it for review.

Doing this risks an unpleasant conflict. That’s why your leadership ability is paramount. If you
stand your ground and reiterate to the team member why use of the standardised checklists and
workpapers is mandatory—and not an option at their discretion—and if you remind the team
member of the fact that this policy and culture was explained during their interview and induction
and was again reinforced at numerous team meetings, they have no grounds for argument.

They will either comply, or leave the firm. Those who comply will see the benefits themselves
through their increased efficiency and reduced re-work. As outlined in Strategy 3 earlier, they will
also benefit from the self-paced learning effect that comes from using the self-review checklists.

businessfitness™ clients who implement this approach find that staff are quick to comply.
Typically these firms go on to report a 75%6 reduction in average review times. For example,
reviews that were taking two hours to complete now take half an hour.

At first glance that might appear exaggerated, but previously these reviews contained large
‘re-do’ components for the reviewer. When jobs are presented on standardised workpapers and
have been self-reviewed by the preparer using the standard checklists, reviews truly become
reviews, simply checking for anomalies that the experienced practitioner might pick up that the
standard checklists and less experienced practitioner do not.

You might recall the John West advertising campaign, “It’'s the fish John West reject that
makes John West the best”. The advertisements depicted the great lengths John West goes to,
to ensure only the best quality fish are accepted, and all others are rejected. In the same way, the
quality of work presented for review in your firm will be dictated by a large extent by
what you reject. You can tell your team that you have a ‘It’s the fish that John West rejects’
review policy, to reiterate the principle using a little humour, if that suits your style.

This is a strategy that is easy to understand but often difficult for many firms to implement. That’s
where the support and training from businessfitness™ guides you through the necessary change
management process and adds significant value over and above the HowNow® software and
content. The software and content in HowNow® Accountants is world class, but in the end they are
just tools that need to be effectively implemented. businessfitness™ will show you how ...
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A Demonstration of HowNow®

To see specific examples of how to implement the strategies explained in this white paper, please
contact businessfitness™ on 1800 99 11 00 or email demo@businessfitness.net to arrange a

time for a Custom Group Demonstration of the HowNow® Knowledge Management,
Document Management and Email Management System.

There is no obligation to proceed further with businessfitness™ after this 90 minute session which
can be easily conducted via a meeting over the telephone and web.

Please complete your details below, fax this form to 1800 89 89 89 and we’ll be in touch to confirm
the appointment. Alternatively telephone us on free call 1800 99 11 00 (or +61 7 3229 4197 if
calling from outside Australia) or email demo@businessfitness.net to arrange a time for your

Custom Group Demonstration of HowNow™.

Thank you for your interest. We look forward to stepping you through the demonstration.

Your Contact Details

Your Name Position Title
Firm Name City/Town
Telephone Email

Your Preferences for the Appointment

Preferred Day(s): =d Mon  Tue L Wed Q Thu O Fri

preferred Time: [ Morning
d Afternoon
d Either

Please Fax to 1800 89 89 89
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