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Survey Background

e Conducted between Jan 28, 2009 and Feb 12, 2009

e Quarterly survey

e CPA decision makers (primarily CFOs, CEOs & Controllers)
e AICPA members in Business & Industry only

e 1274 total responses; 1183 qualified responses

e Partnership of AICPA Business, Industry & Government
Team and UNC Kenan-Flagler Business School
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US Economy

Pessimism about the outlook for the US economy remains high
— 83% of respondents indicated they were pessimistic or very pessimistic; only
5% were optimistic or very optimistic
— These numbers were stable with 4Q 2008
Pessimism varied slightly across industries
— Technology respondents were slightly less pessimistic
— Manufacturing respondents were slightly more pessimistic
Expectations for when the economy will begin to improve have moved out
— A majority now don’t expect the economy to begin to improve until at least 2010
Support for a stimulus package was strong*

— About equal numbers favored either a balance of tax cuts & spending or more tax cuts
than spending

— Only 15% favored spending over tax cuts

* Note: respondents were asked whether Congress should pass a stimulus; not if
they favored the specific one passed by Congress.
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Please select the rating that best describes your
view for the economic outlook for the US for the
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Please how your view has changed from the

Change in View previous twelve month period for the economic
US Economic OutIOOk outlook for the US for the next 12 months.

100%
80%
60%
40%
20% ]
()94) l'——v'——llJ__—| T ___I||___}__III[::EIIIII T T
Much More Slightly More As Confident Slightly Less Much Less
Confident Confident Confident Confident

O Jan 07 O Apr 07 @ Jul 07 O Oct 07 O Jan 08 M Apr 08 O Jul 08 @ Nov 08 O Jan 09

2508-347



H Please select the rating that best describes your
ECOnomlc OUtIOOk fOr US view for the economic outlook for the US for the
by Industry next 12 months.
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When do you think the U.S. economy will begin to improve?

When will the US economy
improve?
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EconOm ic Sti mu I us Jul 08 & Nov 08:Do you think Congress should pass a

second economic stimulus package to boost the economy?
Jan 09: Do you think Congress should pass a economic
stimulus package to boost the economy?
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Your Own Organization

Pessimism about respondents’ own organizations increased
slightly with a corresponding decrease in optimism

— Forty-five percent were pessimistic vs 21% optimistic

— Still respondents more optimistic about their own
organizations than about the US economy as a whole

Pessimists outnumbered optimists in all industries except
Professional Services where pessimists and optimists were
equal
— This represented an increase in pessimism for
professional services

Pessimism supported by the fact that the number of
organizations expecting their businesses to contract
increased also




Please select the rating that best describes your

Econom ic OUtIOOk fo r You r view for the economic outlook for your own
. . organization for the next 12 months..
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Economic Outlook Com parison Please select the rating that best describes your
P T view for the economic outlook for ???? for the next
US vs Organization based on total optimism 12 months. .
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T
Expansion/Contraction of oot i
Your Own Organization
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Cha nge in View - OutIOOk Please how your view has changed from the
previous twelve month period for the economic
H H outlook for your organization for the next 12
for your Organization outiook
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E conom iC O Ut I (0] o) k Please select the rating that best describes your

view for the economic outlook for your own

for You r Own Orga nization organization for the next 12 months.
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Key Performance Indicators
Revenue, Profit, Employees

 Expectations for revenue and profit continue to decline

— The percentage of respondents expecting revenue decreases (60%) is
now twice the percentage expecting revenue increases (29%).

— Expectations for profit decreases are similar with 60% expecting
decreases and only 26% expecting increases

e Employment prospects continue to drop

— Less than half (47%) of respondents expect to maintain or increase
the # of employees; last quarter 57% expected to do so.

* 32% expect employment decreases of more than 5%

— Technology and Healthcare providers had the best prospects with just
under one third expecting to increase the number of employees; but
even for those industries the number of respondents expecting
decreases exceeded the number exceeding increases.
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Thinking about the coming 12 months, please

Key Pe rfo rmance I n d icato rs comment on the probably change for your
organization for Total Revenue (Sales)
Total Revenue (Sales) ’
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Key Pe rfo rmance Ind icato rs ThinkingtabOltth] the coming 12 months, please
comment on the probable change for your
Total Profits (Net Income)

organization for Total Profits (Net Income)
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[ ]
Key Performance Indicators  [nein ot v
organization for Number of Employees
Number of Employees ’ -
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Key Pe rfO rmance I n d icatO rs Thinking about the coming 12 months, please
comment on the probable change for your
N um be r Of E m p I Oyees organization for Number of Employees

by industry
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Key Performance Indicators
Pricing and Costs

e Expectations for price increases that emerged when energy
costs increased in 2008 have now disappeared

— Only about a third of respondents expect to pay or charge
more for their products. This is down from about half last
quarter

 The number of organizations expecting to see their average
salary and benefit costs increase has also declined
— from 61% last quarter to 44% this quarter.
 Most organizations still expect healthcare costs to increase
— expectations for the size of the increase are trending downward
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Thinking about the coming 12 months, please

PriCing & COStS comment on the probable change for your
Input Prices organization for Input Prices
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Thinking about the coming 12 months, please

PriCing & COStS comment on the probable change for your
Prices you r Orga nizatiOn Cha rges organization for Prices your organization charges
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Pricing & Costs Thinking about the coming 12 months, please
. comment on the probable change for your
Ave rage tOtaI Sala ry & benefrts organization for the average total salary & benefit

(excluding healthcare) package (excluding healthcare)
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P Thinking about the coming 12 months, please
PrICIHg & COStS comment on the probable change for your
organization for Healthcare Costs
Healthcare Costs :
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Key Performance Indicators
Spending Plans

 Spending plans continue the downward trend of the
past year

— Spending plans are down in all categories

e The drop in plans for other capital investment is most
pronounced

e Product research and development plans are down but
less so than other areas.

SSSSSSSSSSSSSS



Thinking about the coming 12 months, please

Spend i ng Pla ns comment on the probable change for your
Adve rtising Sa |es & Ma rketing organization for advertising, sales & marketing
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. Thinking about the coming 12 months, please
Spendlng Pla ns comment on the probable change for your
organization for research and new product
Research & Product Development development budget
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Spending Pla ns Thinking about the coming 12 months, please
. comment on the probable change for your

Information Technology organization for information technology budget
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Spending Plans Thinking about the coming 12 months, please
. . comment on the probable change for your
Other capltal iInvestment organization for other capital investment
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. Thinking about the coming 12 months, please
Spendlng Pla ns comment on the probable change for your

organization for skills, training & staff development

Skills, Training & Staff Development budget
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Top challenges facing
organizations

The Top 3 Challenges facing organizations have changed again
this quarter

— Customer demand remains #1

— Employee Healthcare costs have moved back up to #2

— Collecting receivables has stayed at #3

— Access to capital/cost of capital has dropped to #4

Availability of skilled personnel and staff retention both
dropped again while avoiding layoffs increased

The changes in these categories track with the open-ended
comments on the economy in general where concerns about
unemployment dominated this quarter.

Note: Each respondent provided three challenges so totals are greater than 100%
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TOp Th ree Challenges for Please indicate the top three challenges for your

organization? Note: Each respondent provided

Orga nizations three challenges so totals are greater than 100%
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Please indicate the top three challenges for your
organization? Note: Each respondent provided
three challenges so totals are greater than 100%

Changes to Top Challenges
for Organizations
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Responses to current
conditions

Response to current economic conditions — the number of respondents taking
actions increased dramatically again this quarter.

— Compensation freezes are being undertaken by 51% of respondents

— Capital spending cuts are being initiated by 50% of respondents up from 40% last quarter

— 47% (up from 36%) have or are expecting to freeze hiring while another 43% (up from
31%) have or expect layoffs.

— 44% have implemented or plan to implement travel restrictions

Direct Impact of credit crisis — Almost two thirds of respondents indicated that
their organization has been impacted by the credit crisis. The impacts are varied
— 35% (up from 28%) are experiencing problems with customer collections

— 23% are experiencing higher credit costs and tighter restrictions while 22% are finding
that previously available sources of financing are no longer available. These are stable
with the 4Q responses

Impact of adverse operating results on financing — Two thirds of respondents

either have not had adverse results or are not experiencing difficulties because of
them
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Response to Current

Economic Con

Other

Hiring Freezes
Compensation Freezes
Outsourcing

Travel restrictions
Capital spending cuts
Facilities closings

Layoffs

all that apply
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Are you currently planning any of the following measures in
response to the current economic conditions? Please select
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Have you implemented any of the following measures to

REd uce COSt Wh ile reduce costs while still retaining employees?
Retaining Employees

Other

Reducing contributions to 401K's
Work schedule adjustments
Voluntary unpaid time off
Mandatory unpaid time off
Temporary shutdowns

Salary reductions
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Is the credit market crisis impacting your company directly?

Credit MarkEt CriSiS Please select all that apply.
Impact on Company

Other

No, we are not seeing any changes

Yes, we are experiencing problems with
customer collections
I

Yes, we are experiencing higher credit costs
and more restrictive terms

Yes, previously available sources of
financing are no longer available
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To what extent have adverse operating results impacted

Im paCt Of Adve Frse your company’s ability to maintain financing?
Operating Results on Credit

Other

We have had credit facilities terminated, suspended or
restricted

We have experienced rate increases, collateral calls, :I
guaranty calls, or other restrictions

We have had to seek waivers or amendments to our |
credit agreements

Our adverse results have had no impact |

No impact -- our results have not been adverse |
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Survey Respondents

Size of Organization

11%

47%

Position
OCEO B COO
B CFO @ Controller

O Manager O Other

0 $0 to $10 mil

B $10Mto $100M
B $100Mto $1B
@ $1B or more
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O Other




Defined Benefit Pensions

This survey contained a “survey within a survey”
developed in partnership with UNC’s Kenan-

Flagler Business School concerning Defined
Benefit Pensions.




Defined Benefit Pensions




Please describe the current status of your defined benefit

Status of Defined pension.
Benefit Pensions

Other h

Under plan of termination .

Partially frozen -
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Fu nding Status Of Defined What was the funding status of your organization’s defined
. . benefit pension plan at the end of the 2007 plan year?

Benefit Pensions at end of

2007

Don't know

1

60% or less funded

Between 61% and 80%
funded

e e [
funded

100% funded
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|ncrease in Fu nd With the market volatility experienced in 2008, how much
greater is your organization’s minimum funding due in 2009

Requirement due to Market than what it was previously estimated to be?
Volatility in 2008

Not Sure

76% -- 100% increase

51% -- 75% increase

26% --50% increase

1--25% increase

0% --no increase

Decrease
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More than 100% increase |
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How do you anticipate meeting your pension funding

Meeting penSion fu nding requirements due in 2009?
requirements in 2009

Other _

Combination

Proceeds from short-term
or long-term investments

Proceeds from sale of
investments

]
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]
o [ S
operations
[ ]

Cost cutting measures
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COncern abOUt impact of How concerned are you about the impact of the minimum
funding requirements for your organization’s defined benefit

minimum funding plan?

requirements

Not concerned

Moderately concerned

Very concerned

0% 20% 40% 60% 80% 100%

2508-347



On December 23, 2008 Congress approved emergency and
temporary funding relief for defined benefit pension plans.

The Worker, Retiree and Employer Recovery Act of 2008
I m paCt Of te m po ra ry provided the opportunity to smooth out unexpected asset
o losses arising from the current economic turmoil and
PPA rEI|Ef modified the PPA target funding percentages. What impact

did the temporary PPA funding relief have (or is expected to
have) on your organization’s minimum funding due in 2009?

More than 75% reduction I

Between 51% and 75%
reduction

Between 31% and 50% I
reduction

Between 10% and 30%
reduction -
No or minimal impact [N S
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For additional information contact:

Kenneth W. Witt, CPA Nancy-Anne Potts
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