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AS WE HEAD TOWARDS THE END 
OF 2015 IT IS FAIR TO SAY THAT THE 
YEAR HAS BEEN A BUMPY RIDE 
ACROSS FINANCIAL AND BUSINESS 
SECTORS.

In an environment where business 
consistency is challenging, more than ever 
we need to understand the key drivers 
of business and how we can improve or 
tweak these to create better outcomes. 

The notion of “Business Intelligence” or “Big 
Data” is often bandied about, yet never 
truly understood or embraced by business 
owners. Simplistically, Business Intelligence 
is about the transformation of raw data into 
meaningful and useful information.

In business we all gather significant 
amounts of data about our customers, 
suppliers, employees and the industry in 
which we operate. Not many of us are able 
to easily bring this data together so it can 
be utilised to identify new opportunities or 
implement effective strategies to provide 
competitive advantage and long-term 
stability. 

 As we close out 2015 and ready ourselves 
for another year beyond the festive season, 
I encourage you to take a look at this 
aspect of your business and ask yourself: 

• Do I truly understand the drivers of my 
business?

• Do I get the right information around 
these drivers and their relationship?

• Do I use this information to improve my 
business? 

• Am I taking the time out to make better 
informed decisions?  

In these times, business owners who can 
take this information and create efficiency, 
opportunity and rigour in their operation will 
come out on top.

At PKF, we have recently appointed 
Vaughn Campbell, a specialist in Business 
Intelligence and Data Analytics who brings 
a wealth of experience in this space. Turn 
to page three for Vaughn’s insight into this 
area and a great example of the power of 
Data Analytics as recently applied to a Club 
client.
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Also in this edition of PKF Pulse our team of 
specialists outline a range of issues affecting 
business and what business owners can be 
doing to respond to current challenges. As 
always we encourage you to engage with 
us via your Client Relationship Manager and 
discuss your specific challenges.

A big congratulations to our team on the 
success of our recent community events 
raising funds for Hunter Nurse Education 
Group - Breast Cancer Care and the Asthma 
Foundation. Looking out for others and giving 
back to those less fortunate is engrained in 
our values and our entire team embraces this 
with open arms. Well done to all involved in the 
organisation of these events.  

I am very pleased to 
acknowledge Andrew Chen 
as our Star Employee of 
the Quarter. As a valued 
member of our Sydney 
Business Advisory Services 
Team, Andrew thoroughly 
deserves this recognition for 
his ongoing and outstanding 
contribution.

Finally, on behalf of the team 
at PKF, I wish you, your team and family a 
wonderful Christmas. I sincerely thank you for 
your support during 2015, and may 2016 be a 
more prosperous year for all.

Merry Christmas,

Steve Meyn

Managing Director

   Star Employee 
of the Quarter  
– Andrew Chen
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Next Generation Club 
Insights: Data Analytics
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BUSINESS INTELLIGENCE & ANALYTICS Director  I  Vaughn Campbell 

Sharper, deeper and more holistic insights to enhance  
all areas of your business

THE WORLD’S 
MOST SUCCESSFUL 

ORGANISATIONS ARE 
USING ADVANCED DATA 

ANALYTICS TO HARNESS THE 
POWER OF THEIR DATA AND DELIVER 

ENHANCED CUSTOMER EXPERIENCES AND 
SUPERIOR FINANCIAL PERFORMANCE. 

Data analytics uses specialised software to integrate data from 
the different sources across a club (member database, F&B POS 
data, gaming data and golf/bowls/sports/entertainment data). 
It then deeply interrogates the data to create insights far more 
specific and valuable than traditional surface-level reporting and 
analysis.

Clubs with well-managed membership rewards programs are 
extremely well placed to utilise data analytics to create significant 
competitive advantage. Data analytics is the key to unlocking 
the true power of the data that a club captures. At present clubs 
utilise the data from membership programs to varying levels 
(generally focused on gaming activity) to enhance member 
experiences and improve club performance. Advanced data 
analytics software and methodologies allows us to combine 
the data from separate systems across the club and create 
a complete picture of the entire club ecosystem, its inter-
relationships and specific member activity profiles.

The key to realising value for your club
Today’s club is a complex organisation with critical 
interrelationships between each core activity and growing 
member expectations. Combining data analytics with deep 
industry experience is the key to fully understanding each piece 
of the puzzle. This approach provides the holistic insight required 
to consistently make sound decisions in this complex and 
challenging environment. 

As well as helping you fully understand your club and your 
members, data analytics can also assist your club to:

• Deliver operational efficiencies;

• Optimise resourcing and rostering;

• Reduce product loss, wastage and spoilage;

• Improve planning and forecasting;

• Identify inappropriate behaviours, security risks and theft; and

• Identify procurement and purchasing savings.

In the months and years ahead, clubs that do not fully embrace 
high quality club-specific data analytics will struggle to compete 
with those that do.

Case Study

When considering changes to one part of the 
club, like the food offering, do you know exactly 
which specific members will be impacted? Do 
you fully understand the interrelationships and 
connected considerations in beverage, gaming 
and sports elements?

The restaurant manager is considering removing 
a particular meal from your club’s menu 
because it has been least popular over the last 
three months. At face value it is a sensible and 
logical decision, however it only considers one 
dimension – the turnover of that individual meal. 

A holistic view of this decision using data 
analytics looks at which specific members have 
purchased this meal over the last 12 months, 
and their relationship with all other elements of 
the. The investigation reveals that despite its low 
relative turnover, it is the meal favoured by the 
club’s three largest gaming players (who are all 
in the top loyalty tier) and four full golf members 
who play more than three games of golf per 
week. They have ordered this meal on 80% of 
their visits to the club in the last three months. 
In 95% of cases, this meal is ordered as part of 
a larger food order and also generates beverage 
sales of at least $100 in the same visit. 

In this case, the full value of this meal to the club 
is significantly greater than it may first appear.

To discuss how data analytics and business intelligence 
can be implemented in your business, no matter which 
industry you operate in, contact Vaughn Campbell on 
vcampbell@pkf.com.au or 0414 978 612.



2016 Audit 
Shake Up
THE WAY AUDIT REPORTS ARE 
PRESENTED IN THE FINANCIAL 
STATEMENTS OF LISTED ENTITIES IS 
DUE TO CHANGE DRAMATICALLY IN 
2016. THE INCLUSION OF KEY AUDIT 
MATTERS (“KAMS”) WILL PROVIDE 
MORE INSIGHT, TRANSPARENCY 
AND BACKGROUND ON THE FOCUS 
OF THE AUDIT AND WILL HIGHLIGHT 
THE KEY RISKS THAT HAVE BEEN 
SUBJECT TO MOST SCRUTINY 
DURING THE AUDIT PROCESS.

Why the change?
A new Australian Auditing Standard, 
ASA 701 “Communicating Key Audit 
Matters in the Independent Auditor’s 
Report”, is proposed for audit reports 
of financial statements ending on or 
after 15 December 2016 (but early 
application will be permitted). It will apply 
to listed companies, but can be adopted 
voluntarily by others. This proposed 
Australian Standard conforms to 
International Auditing Standards.  

What are KAMs?
These are matters that, in our professional 
judgement, were of most significance 
in our audit of the financial statements 
and required the most attention. These 
often involve areas of complexity and 
where significant management judgement 
has been applied. Ordinarily these will 
be areas of most significant risk and 
uncertainty, and with high susceptibility 
to material misstatement. Therefore, they 
would have been discussed with those 
charged with governance and included in 
management letters as areas of audit risk.

What needs to be disclosed?
Each significant matter requires:

• Description, and explanation why it is 
considered a KAM; 

• Reference to related disclosures in the 
financial statements; and

• An overview of how the issue was 

The Negatives
It may be argued that the additional 
enhancements provide too much additional 
information, some of which might be of a 
more sensitive nature (although there is a 
provision to exclude under rare cases).

Some auditors may also feel more 
susceptible to scrutiny and to the risk of 
litigation, meaning audit evidence may need 
to be increased. It has also been suggested 
that companies could use this as a way of 
window shopping, asking audit firms up front 
what KAMs they would propose.

Other early concerns suggest that the 
audit report will simply duplicate financial 
information found elsewhere in the financial 
report; there will be too many disclosures, 
and the adage that less is more.

Company AGMs may also become more 
eventful with more pressing questions of 
Directors and auditors off the back of the level 
of insight prescribed by the KAMs.

What next?
Initially, the emphasis will be on the auditors 
to consider areas such as internal training, 
policies, engagement letters, quality control 
and the additional time and costs involved. 
This should then transfer through to the 
education of clients and potential users. 

As with any change, early and upfront 
communication is the key between auditor, 
management and audit committees to ensure 
there are “no surprises” resulting from this 
change in reporting.

Contact us in Sydney on (02) 8346 
6000 or Newcastle on (02) 4962 2688 
to discuss how PKF will adapt its audit 
approach in response to these changes.

addressed 
during the audit 
(with brief overview 
of procedures, outcomes and 
observations).

Some expected examples would be:

• Going concern;

• Goodwill and intangible asset 
impairment assessments;

• Fair value adjustments; and

• Revenue recognition

The number and nature of KAMs may 
change each year and will vary for 
different companies. This is not expected 
to be a boiler plate exercise. 

The Positives
The new audit report will provide more 
context, transparency and information for 
the users of financial reports to aid their 
decision making. 

Audit reports are likely to become more 
tailored and less standardised, and the 
additional overview should also provide 
more appreciation and understanding 
of the audit process. This will also assist 
in addressing the “expectation gap” 
that exists between reality and common 
perception of the audit process. 

There has been a positive reaction in the 
UK, where similar new audit reports are 
already being issued by companies such 
as Vodafone, Tesco and Rolls Royce. 
Vodafone’s audit report was twice the 
length of the prior year report. 

pkf.com
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AUDIT & ASSURANCE Scott Tobutt  I  Partner

Key changes aimed at enhancing the informational  
value of the auditor’s report.

?



Small Business Restructure 
Tax Rollover
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TAXATIONDirector  I  Iain Spittal

Welcome news for businesses looking to ensure that 
their business structure remains relevant to their current 

circumstances.

THE FEDERAL GOVERNMENT RECENTLY PROVIDED 
DRAFT LEGISLATION ON A SMALL BUSINESS 
ROLLOVER THAT WAS ORIGINALLY ANNOUNCED IN 
THE 2015/16 BUDGET. THE OUTCOME FOR SMALL 
BUSINESS OWNERS, IF THEY MEET CERTAIN CRITERIA, 
WILL BE AN OPPORTUNITY TO CHANGE THEIR LEGAL 
TRADING STRUCTURE WITH NO TAX CONSEQUENCES.

For a range of reasons, the most appropriate structure for a 
small business may change over time, or the initial structure 
may prove to be unsuitable once the business is operational. 
Restructuring to a more appropriate legal framework may 
help a business to continue to develop and grow, to avoid 
unnecessary compliance costs resulting from using overly 
complex structures, or to adapt to current conditions. 
Currently, potential tax liabilities may significantly impede a 
business’ decision to restructure.

The new law should make it easier for small businesses to 
restructure their business by allowing them to defer gains or 
losses that would otherwise be realised when business assets 
are transferred from one entity to another.

The rollover will only be available to small business entities 
which meet the following criteria:

• The entity is carrying on a business;

• Combined annual turnover for the entity and connected 
entities is less than $2m; and 

• Net CGT assets of the entity and connected entities are less 
than $6m.  

Under certain circumstances, the rollover will also be available 
to an entity connected to a small business seeking to transfer 
passively held assets which are used by the small business 
entity. 

What key conditions apply to the rollover?
• It is expected to apply from 1 July 2016;

• It only applies to the transfer of assets of a business carried 
on by the small business entity to another qualifying legal 
structure;

• The recipient of the assets will inherit the transferor’s original 
tax cost;

• Pre CGT assets will maintain that status;

• Eligible small business owners can change from any type of 
legal structure to any other type of legal structure (except an 
exempt entity or a complying superannuation entity);

• All taxpayers involved in the restructure must meet an 
Australian tax residency requirement;

• The same underlying economic ownership must be 
maintained.

Transfers can also be made to or from discretionary trusts 
as long as the transferring and receiving owners are part of a 
family group that the trust has made a family trust election in 
respect of.

This rollover should provide flexibility for businesses to ensure 
that their business structure remains relevant and appropriate 
to their needs. It is very welcome news, especially when 
combined with the proposed abolition of stamp duty on 
business assets in NSW which is also scheduled to take effect 
from 1 July 2016.

To discuss how this change might impact you and your 
business, contact one of our taxation experts in Sydney 
on (02) 8346 6000 or Newcastle on (02) 4962 2688.



Record levels of winding up applications have been 
lodged by the ATO in recent months. If you have an 

outstanding tax debt, you need to act now.

Resolving Tax Debts: the 
quicker the better

pkf.com
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BUSINESS RECOVERY & INSOLVENCY Senray Loy  I  Senior Manager 

WE COVERED THE ATO’S CRACKDOWN ON COMPANIES 
WITH UNPAID TAX DEBTS IN OUR LAST ISSUE OF PKF 
PULSE. AS PREDICTED, THE ATO’S BLITZ HAS ONLY 
INTENSIFIED SINCE THEN. 

As part of its bid to recover overdue tax debts from Small to 
Medium Enterprises, the ATO lodged in excess of 1,000 winding 
up applications in August and September. To put this into 
perspective, the last time the ATO lodged more than 300 winding 
up applications in a month was more than two years ago.

The ATO is clearly using this to enforce 
recovery of tax debts and it is acting 

quickly to play catch-up from a long period 
of inactivity. If you or your clients have 

unresolved tax debts, it is imperative you act 
proactively now to reach a resolution.  

If you take no action, then it is only a matter 
of time before the ATO targets you  

which could see you being swept up  
in the winding-up process.

ATO Mediation Process
Where a genuine dispute exists with the ATO, the best avenue to 
pursue a resolution is via the ATO’s “in-house facilitation” process. 
This involves an impartial ATO facilitator meeting with you and 
the ATO case officer(s) to identify the issues in dispute, develop 
options, consider alternatives, and attempt to reach a resolution. 
The process has been designed to ensure that the dispute is dealt 
with by the proper decision makers for the different types of tax 
that are involved. This ensures disputes don’t flounder around 
between the different sections of the ATO.

If you choose to participate in facilitation and the dispute is not 
resolved, your review and appeal rights are not affected.

This is the best avenue to take if you have a genuine dispute and 
this option may assist in dealing with the dispute quickly. For more 
information go to the ATO’s website and search for “facilitation” at 
www.ato.gov.au 

pkf.com
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When to seek help
Where discussions with the ATO have fallen through, it may be 
time to seek insolvency experts to discuss your options before 
the ATO adds another winding up application to their list. Our ATO 
dispute resolution specialists are available at short notice to provide 
expert advice and deliver the most appropriate strategy to suit your 
particular circumstances. The benefits of seeking help early are key 
to achieving the best results for all concerned.

In circumstances where a tax debt is not disputed and the ATO 
is pursuing you or your client, it is important that the right advice 
is obtained as early as possible. There are many options available 
to deal with tax debts before and after a winding up application is 
filed. A PKF expert can assist with outlining the available options 
and recommending the best course of action.

To discuss the best approach for your business in 
dealing with ATO action, don’t hesitate to contact our 
experts in Sydney on (02) 8346 6000 or Newcastle on 
(02) 4962 2688.



Tackling document chaos  
in your business
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ARE YOU GETTING EMAILS LIKE THIS 
EVERY DAY? THE ATTACHMENT TO 
THIS EMAIL HAS A VAGUE TITLE, 
HAS BEEN COPIED AND PROBABLY 
ALTERED SEVERAL TIMES BY 
DIFFERENT PEOPLE. THIS IS VERY 
POOR DOCUMENT MANAGEMENT 
AND CREATES RISKS IN BEING 
ABLE TO TRACK, LOCATE AND USE 
IMPORTANT DOCUMENTS WHEN YOU 
NEED THEM.

In your business, ask yourself:

• Do you know exactly where to find the 
above document in your file store?

• Are you perpetually looking through your 
outlook archive for documents?

• Do you need to call IT every time a 
document goes missing or gets saved 
over?

• Do you know who has access to what 
documents?

If any of the above questions resonated 
with you then your business might benefit 
from a document management system.

Poorly managed file-shares and lack 
of document management is endemic 
in the small-medium enterprise space. 
Compounding this is the belief that 
enterprise grade document management 
is costly to setup and difficult to use. The 
reality is, neither of these is true.

At PKF we felt the pain of file-share chaos 
for quite some time. Over the past five 
years we have been using SharePoint 
to solve a host of issues for us and our 
clients just like the ones above.

permissions to be granted to custom 
groups of users, outlook groups or 
individuals. Users can also request access 
to content, only requiring approval by the 
content owner. The power of SharePoint 
permissions is most noticeable by 
ensuring restricted sites are completely 
invisible to users without the required 
access, even in search.

Document Management is just one small 
part of what SharePoint and the extended 
Office 365 family of applications can 
offer your business. Other applications 
include communication, collaboration 
and process, project, and resource 
management just to name a few.

Our IT specialists can plan, design and 
implement a SharePoint solution as a 
value add for your business. Our focus 
on business goals and our experience 
in advisory sets us apart from IT firms 
looking for billable hours.

Contact our IT team in Sydney 
(02) 8346 6000 or Newcastle 
(02) 4962 2644 to discuss a 
tailored IT solution to boost your 
organisation’s efficiency.

What is SharePoint?
SharePoint is a collaboration and 
document management platform built 
by Microsoft. Traditionally used as 
an intranet solution, it has evolved to 
feature powerful document, knowledge 
and process management capability. It 
is now part of Office 365 and offers an 
incredible feature set for minimal outlay.

Key SharePoint benefits
 I accidentally overwrote my document; 
do I need to call IT? 

No need to call IT. SharePoint offers 
unlimited document versioning, simply 
edit and save a document and if at any 
point those changes need to abandoned 
the rollback process can be completed 
in seconds by anyone. Think of this as 
an infinite undo button.

 Where are my documents? 

SharePoint search is like having 
Google Search just for your business 
and its documents. By indexing the 
document content, metadata, authors 
and the name it will only return the 
most relevant results. More advanced 
implementations can use metadata to 
replace the complex folder structures 
you are used to. Why? With metadata 
tags a document can effectively exist 
within multiple folders without any form 
of duplication.

 Who can see my documents?    
SharePoint enables users to manage 
access to sites and documents without 
IT involvement. Simple tools allow 

INFORMATION TECHNOLOGYSharePoint Developer  I  William Haywood 

Streamlining the way your business manages its electronic 
documents doesn’t have to be expensive and complex.



Obviously, many factors need to be considered, 
but a share buyback strategy could be the key to 

maximising value to your shareholders.

CORPORATE FINANCE Vince Fayad   I  Director

What is a capital reduction?
A company reduces the equity that its shareholders hold by 
either cancelling or repurchasing shares that they own. The 
purpose is to improve the capital structure of the business, in 
particular the mix between debt and equity, to maximise value to 
its shareholders.

There are two forms of capital reduction and the associated 
effect of each is highlighted below:

Form Effect

Equal Reduction – applies 
to all shareholders

All shareholders remain 
shareholders in the same 
proportionate holding.

Selective Reduction – 
applies to one or a group 
of shareholders

Shareholders who 
participate in the reduction 
receive cash and their 
shares are extinguished. 
As a result, remaining 
shareholders own a greater 
share proportion.

When do capital reductions apply?
A capital reduction may apply in a number of scenarios, in 
particular:

• Companies who hold excessive cash balances to the needs of 
the business; 

• When the market value of the company’s shares does not 
reflect the enterprise value of the business(es) plus cash 
balances less any debt; and

• In circumstances where there is a major shareholder or group 
shareholders that would like to exit the company and are 
unable to do so without adversely affecting the share price.

Directors need to consider the following before deciding on a 
capital reduction:

• The financial position of the company and its ability to repay its 
debts;

Capital 
Reductions –  
the right  
approach  
for shareholders?

pkf.com
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Resident  
Shareholders

Foreign Resident 
Shareholders

Dividends – Unfranked Fully taxable at a 
shareholders marginal 
rate of tax.

Subject to withholding 
tax at the rate of 
10-15% but could be 
as high as 30% for 
certain countries. The 
withholding tax may 
be able to be claimed 
as a credit in the home 
jurisdiction.

Dividends – Franked Taxable and the franking 
credit is to be added to 
the net dividend. Tax is 
calculated on the grossed 
up amount with a tax 
offset for the franking 
credit.

Not taxable in 
Australia. Withholding 
tax reduced to 
zero. No credit 
for the underlying 
company tax paid 
(the imputation credit 
attached to the 
dividend) in the home 
jurisdiction.

Return on Capital Reduces the cost base 
of the investment.  
However, where the 
amount received exceeds 
the cost base then 
such amount would be 
regarded as taxable.

Generally treated the 
same as an Australian 
resident and the 
above tests relating 
to whether the shares 
are taxable Australian 
property.

• Whether there are other potential acquisition opportunities which could 
enhance shareholder value; and

• Challenges with meeting existing bank debt covenants and/or refinancing of 
existing facilities.

Tax considerations for shareholders
A return of capital will involve a distribution of capital only. This compares 
to an off market share buyback which would involve a capital and dividend 
component. For listed companies, on market buybacks only have a capital 
component. There are specific rules issued by the ATO to determine the capital 
and dividend components of off market share buybacks.  

The taxation treatment of capital reductions is broadly summarised as follows:

Effectiveness of a Capital Reduction
How effective a capital reduction might be really depends on the particular 
circumstances of the company. However, it is clear that a capital reduction 
would be an effective mechanism in the following circumstances:

• Returning excess capital after all options have been considered for the 
company;

• Where the share price has been affected because of “lazy cash”; or

• Where a shareholder or group of shareholders need to exit.

Overall, capital reductions are an effective mechanism to achieve sound 
capital management outcomes. This in turn should have a positive effect on 
the share price meaning that the shareholders receive a return of cash as 
well as an improved share price in the company. Careful planning is required 
by the company and its advisers before embarking on this process so as to 
achieve the best outcome for shareholders particularly in relation to the tax 
considerations.

For advice about how a capital reduction strategy might work for your 
company, or other Corporate Finance related matters don’t hesitate to contact 
our team in Sydney on (02) 8346 6000 or Newcastle on (02) 4962 2688.

FUTURE OF CHOICE™

Secure your financial future
Your personal wealth portal,  
where you can manage all  

of your finances in one place, 
anywhere, any time.

What is Future of Choice™?
The Future of Choice™ is an 

integrated and holistic approach to 
help you achieve your goals across 

all aspects of your life. We take 
stock of where you are now, where 

you want to be and will provide  
you with a set of actions  

of how to get there.
As part of our service offering,  

we will provide you with your own 
wealth portal allowing you and your 
family to access your wealth, cash 

flow, estate planning and other 
important compliance documents 

in the one convenient  
online location.  

Visit  
futureofchoice.com.au  

to find out how to secure  
your financial future.



Managing  
a shifting  
risk free rate
MOST FINANCE VALUATION MODELS 
START WITH THE CONCEPT OF A 
‘RISK FREE’ ASSET, AND USE THE 
EXPECTED RETURN ON THAT ASSET 
AS THE RISK FREE RATE. THIS RATE 
IS UTILISED AS THE STARTING 
POINT TO VALUE OTHER ASSETS 
AND INVESTMENT PROJECTS.

As central banks around the world 
moved to cut short and long-term 
interest rates in response to the 
global financial crisis and subsequent 
recession, we have seen an 
unprecedented period of ultra-low 
interest rates which may now be coming 
to a close.

The assets most commonly considered 
‘risk free’ are short dated high quality 
Government Bonds such as the 90 day 
US Treasury bill. We are at an interesting 
juncture when the 90 day US Treasury 
rate is 0.08%. Assuming that this 
rate is not sustainable then it may be 
contributing to an overvaluation of most 
other major asset classes.

Considering the major asset classes 
the world over, not many would 
be unaffected by a meaningful rise 
in interest rates of 1.50%. This 
phenomenon is interesting as it is a 
challenge to growth assets and to 
conservative assets alike.

Those holding Government bonds, 
particularly those that are longer dated 
(5, 10 & 30 years) will definitely feel 
the pinch if rates rise in response to 
anticipated inflation, as the face value of 
the bonds will fall.

Share markets that rely on the risk free 
rate to value projects and also as a key 
ingredient to the calculation of the equity 
risk premium, will also feel a material 
hike in interest rates.

A key ingredient in the valuation of 
commercial property is the differential 
between the rental yield and that of the 
comparative interest rate.

Australian 
homebuyers 
should be 
especially 
cautious
Australian residential 
property is arguably the 
asset class most exposed 
to a material rise in the risk 
free rate. By extension, so are the 
interest rates that Australian banks are 
required to pay investors to fund their 
mortgage books. Australian borrowers, 
particularly in Sydney, have geared up 
to unprecedented levels where even 
a modest interest rate increase would 
cause severe stress to those most 
indebted. In general, meaningfully higher 
interest rates would push the currently 
concerning levels of housing affordability 
towards completely ridiculous levels.

While the argument for a rise in interest 
rates in Australia is not currently strong, 
it is looking very likely in the US, which 
is well into its recovery phase after the 
recession of 2008-09.  This is likely to 
see a rise in the cost of overseas funding 
for our banks, resulting in home lending 
rate rises that are independent of the 
actions of the Reserve Bank.

How to prepare for rising interest 
rates
It may be that record low interest rates 
persist for a little while yet, to the benefit 
of most asset classes, however our 
nine to 18 month view is more cautious; 
particularly if the next six to nine months 
see a continuation of a low interest rate 
inspired rally in the valuation of non-cash 
asset classes.

When the medium term outlook is one 
that inspires caution, the question has to 
be ‘what should I do?’

As always diversification is the key. 
Unhedged international shares have 
been a particularly strong performer 

PKF WEALTH Damien Passmore  I  Financial Advisor 

over the past three years and we continue 
to see this as a key component of the 
growth allocation within client portfolios. 
Post resources boom, the Australian dollar 
has reassumed its traditional place as a 
risk currency. This means that in times of 
volatility the Australian dollar is likely to fall, 
putting a natural hedge under international 
share portfolios.

Within the universe of Australian shares 
there are companies that derive their profits 
in US dollars and those that are less likely to 
be impacted by a meaningful rise in interest 
rates. It is also important to limit investment 
in companies with assets that are overly 
interest rate sensitive.

Within the conservative portion of client’s 
portfolios we are heavily underweight bonds 
and overweight cash. While interest rates on 
cash and term deposits are low, a low return 
on your defensive assets is far preferable to 
a negative return.

Standing on the sidelines in cash, however, 
is not the answer as the low interest rate 
inspired rally may still have years to run. 
Certainly, there are strategies available that 
allow clients to remain invested in all asset 
classes. That limits the downside should the 
‘risk free rate’ commence a material rise.

To discuss how your specific portfolio 
might be impacted, contact Damien 
Passmore from PKF Wealth on  
(02) 4928 7000.

The risk free rate is generally utilised as the starting 
point to value other assets and investment projects.
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Our Corporate Finance team recently worked with Chinese 
citrus grower, Dongfang Modern Agriculture, to list on the 

Australian Securities Exchange.

Largest ASX float by private
Chinese company in 20 years
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$390M INITIAL PUBLIC OFFERING OF 
DONGFANG MODERN AGRICULTURE

Chinese citrus producer, Dongfang 
Modern Agriculture Holding Group Limited, 
has raised A$39.2m from institutional and 
retail investors to fund the expansion of its 
business.

Dongfang (ASX: DFM) was listed on the 
Australian Securities Exchange (ASX) 
with a market capitalisation of A$390.2m, 
becoming one of the Exchange’s Top 200 
companies by market capitalisation. It was 
also the largest non-government Chinese 
owned company to list on the ASX in the 
last 20 years.

Alfred Chung from PKF Hong Kong led 
the audit of DongFang to ensure the 
company was prepared to list on the ASX. 
Alfred then engaged Andrew Jones from 
PKF Sydney’s Corporate Finance team 
as Investigating Accounting to review 
DongFang’s financial disclosures. 

Andrew said the Sydney firm’s involvement 
in the IPO came off the back of PKF Hong 
Kong’s strong working relationship with 
Dongfang.

 “It is a real advantage to be 
able to leverage our global 

reach and expertise to provide 
a holistic service offering  

to our clients,” Andrew said.

About Dongfang
Dongfang is a leading Chinese citrus 
company operating within the world’s 
largest agribusiness market. Its major 
crops are tangerines, navel oranges, 
pomelos and camellia fruit.  

Dongfang has 19 plantations spanning 
8,600 hectares. In the year ended 31 
December 2014 Dongfang produced 
over 200,000 tonnes of fruit produce, 

• Corporate policies ensure a transparent 
and timely approach to disclosure and 
communications;

• Appropriate governance and risk 
management policies and procedures; 
and

• Strong investor support (institutional, 
retail, brokers and analysts).

• Listing options
There are three main options for listing on 
the ASX:

• Initial Public Offering – preferably to 
raise capital but also provides an 
option for existing shareholders to sell 
some of their shares.

• CCompliance Listing – small capital 
raising limited to achieving required 
shareholder spread.  Reduces capital 
raising risk and provides a platform to 
access capital in the future.

• Reverse Takeover (Backdoor listing) 
– listing through a merger with an 
existing listed company. Potentially a 
quicker listing option but has a number 
of risks that need to be carefully 
considered.

All options require careful planning, 
due diligence and compliance with 
regulatory disclosure requirements. 
Contact our Corporate Finance 
team in Sydney on (02) 8346 6000 
or Newcastle on (02) 4962 2688.

generating revenues in excess of AUD 
133.3m and net profit after tax of AUD 
67.2m. Dongfang is forecasting revenue 
of AUD 176.4m and net profit after tax of 
AUD 72.7m in the year ending 2015.

Why list on the ASX?
• Second largest stock market in the 

Asia-Pacific region in terms of free 
float capitalisation;

• Overall market capitalisation of c. AUD 
1.2 trillion;

• Largest pool of investable funds in the 
Asia-Pacific region underpinned by 
mandatory employer contributions to 
pension schemes;

• Operates in a stable political and 
economic environment;

• Strong market integrity;

• Typical listing timeframe of five to nine 
months for foreign companies; and

• Diverse range of listed companies.

Critical success factors for listing 
on the ASX
• Sound reason for listing and raising 

capital;

• Compelling growth strategy, financial 
position and financial prospects;

• Strong commercial and financial track 
record of business;

• Proposed capital structure being 
appropriate for listing;

• Sufficient free float at listing or within 
12 months of listing;

• Attractive IPO pricing;

• Appropriate dividend yield and policy;

• Strong board of directors (including 
Australian resident directors) and 
management team;

CLIENT PROFILE 

For more information visit: www.dongfangmodernagriculture.com.au
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FIND US ON

Q  What was your first job? 

A  I grew up in Forster and I worked at a 
local marina during weekends and school 
holidays from age 14.

Q  Did you take any lessons away from this 
to shape your career?

A  I was really young so I made lots of mistakes 
and learnt pretty quickly. It allowed me to 
understand the value of making mistakes 
and not to make the same one more than 
once (although I did do that a couple of 
times)! It also taught me the value of hard 
work – it was pretty physical work and I 
remember doing a 65 hour week in the 
Christmas holiday peak period one year. I 
think I was being paid about $5 an hour at 
that time. You have to invest in yourself and 
your career and do the hard yards, even if 
at times it may seem like it isn’t worth it. A 
few years later I used that hard earned $5 
per hour to buy a factory that I leased back 
to the marina to run their wholesale seafood 
business out of.

Take 5 with...  
Vaughn Campbell

Q  What has been your career highlight so far?

A  I have been very lucky to have experienced 
a wide range of different roles in both public 
practice and commerce over the last 20 years. 
The highlight for me personally is the many 
great people that I have met during my journey. 
The professional highlight was managing a key 
part of the financial aspects of the creation of 
a $30 billion joint venture and being involved 
in managing its ongoing development and 
stakeholder relations.

Q  If you were down to your last $50 what 
would you spend it on?

A  Finding a way for it to not be my last $50 for 
very long!

Q  If you could have dinner with one person, 
dead or alive, who would it be?

A  Steve Jobs – he was taken from us far too early 
and had so much more to offer the future.

Q  What do you love most about your job?

A  Doing interesting and innovative things with 
great people.

Tax Diary
JANUARY 2016
15 Due date for taxable large/medium entities (generally those with income above $10m) other 

than individuals. Any tax payable is due 1 December 2015.

21 Due date for lodgement and payment of December 2015 monthly BAS and IAS for 
taxpayers with income above $10m. A concession to 22 February is available if income 
below $10m and lodging electronically.

28 Due date for December 15 quarter Superannuation contributions.

31 Due date for lodgement of June 2015 returns by individuals, trusts and partnerships if not 
lodged by a tax agent or where prior year returns were outstanding as at 30 June 2015. 

FEBRUARY 2016

29 Due date for lodgement and payment of December 2015 quarter BAS (concessional date 
for all taxpayers).

29 Due date for tax returns for large/medium entities who were non- taxable in the prior year 
(all entities other than individuals) or who are new registrants.

29
Due date for tax returns for new registrant (taxable and non-taxable) head company of 
a consolidated group. Tax return for any member of a consolidated group who exits the 
consolidated group during the year of income.

MARCH 2016
21 Due date for lodgement and payment of February 2016 monthly BAS and IAS.

31 Due date for tax return lodgement and tax payment for companies and super funds with 
total income in excess of $2 million in the latest year lodged unless due earlier.

31 Due date for tax returns for individuals and trusts who had a tax liability of $20,000 or more 
in their latest tax return. Payment due date will be as advised on the notice of assessment.

31 FBT year end. Businesses should ensure that the required documentation is in place for 
cars and other benefits.

BUSINESS INTELLIGENCE & ANALYTICS


