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99% of all innovation is tiny increments and looking for these
every day must be part of your organisation’s DNA.
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Since we last went to print, we have seen a very close Federal election, the end of
another financial year, completion of the Olympic Games and as we circulate this
edition of Pulse we are almost to the end of the first quarter of the 2017 financial
year - how time flies.
From an economic point of view it is positive to see the NSW economy continuing
to perform well with the support of lower interest rates, continued population
growth, strong consumption and improved business investment. Construction
and the service sectors are key parts of this performance with cranes in the skies
and good employment numbers across both sectors. Recent market summaries
suggest that investment of privately owned businesses has also picked up in the
last two quarters which is a positive sign, a trend that needs to continue. With
interest rates at record lows, fuel prices remaining low and recent tax and duty
changes for business owners seeking investment opportunities, now is a
good time.
Congratulations to all of the Australian Olympic athletes on their performance in
Rio. I am sure many of us stayed up late watching the various sports in awe of the
tenacity of the individuals and teams competing. As business owners there is a lot
of things we can take from these athletes. From being consistent, being disciplined,
having a game plan and sticking to it, through to recognising it takes a team to
raise a champion and the notion of leaving a legacy there are many learnings we
can apply. But above all it’s about simply doing your personal best.
We have a great team at PKF, one we are very proud
of. As is tradition at the close of the financial year we
celebrated the year as a Sydney and Newcastle team
with our End of Financial Year Ball and Awards night.
Held this year at Noah’s on the Beach at Newcastle the
evening gave us a chance to celebrate our successes
across the years. The event recognises members of
our team for their own success and those with service
awards and as has become something to aspire to
award our Employee of the Year. A big congratulations
to Andrew Chen who was awarded our 2015/16
Employee of the Year based on exceptional client
feedback, his diligence to grabbing a secondment
opportunity and all round excellence of delivery. Well
done Andrew.

Nick Navarra our Principal in our
Corporate Finance unit

Tax Diary

In the first week of June I visited Bermuda and was granted the
privilege of getting a behind the scenes insight into Oracle, Team
USA, the defender of the 35th America’s Cup. The modern day
America’s Cup brings together elite athletic performance and cutting
edge technology in a way only matched by Formula 1 racing. I
would personally argue that the America’s Cup poses a greater
challenge to the teams as the actual races comprise a team of
sailors (compared to a single driver in Formula 1) and competitions
are only held every 3 to 4 years (rather than a championship each
year).
To again defend the America’s Cup, which the team first won in
2010 and successfully defended in 2013, Oracle have assembled
a team of approximately 45 men and women from all over the
world. This elite group includes sailors, tacticians, engineers,
designers, sail makers, strength and conditioning coaches, medical
staff, nutritionists, chefs, an administrative team and a marketing
/ local liaison attaché. If this defence is to be successful this
diverse group will need to produce a boat which will be technically
superior to anything ever raced by anyone in the world...ever. It is
widely acknowledged that in each America’s Cup campaign ALL
competing boats are superior to anything ever used before. This is
how rapid the rate of innovation is.
The team will need to develop and adapt tactics which take into
consideration the boat’s strengths and weaknesses, the strengths
and weaknesses of their competitors, the crews’ abilities and the
unique conditions posed by the course in Bermuda.
The crew will then need to produce a physically and mentally elite
performance. They will have prepared for over two years for this.
Their daily routine is rigorous, disciplined and meticulously planned.

Andrew Chen

In this issue of Pulse, our specialist advisers outline a range of issues and
thought leadership for business which is our PKF team putting their best forward
to assist clients and business owners. As always, we encourage you to discuss
any specific issues you might have or raise any questions with your Client
Relationship Manager.

Take Five with...

MAINTAIN A CHALLENGER’S MENTALITY, BUT WITH A
CHAMPION’S CONFIDENCE. USE THIS TO BUILD A CULTURE
OF CONSTANT COLLABORATION AND INNOVATION.

These points in themselves are astounding but what I admired most
about the team was the collaboration between the various team
members. Seeing a team leader and tactician in his mid-fifties, a
slightly overweight engineer in his forties, a skipper in his thirties and
a 24 year old crew man with a physique that defied belief huddled
together discussing how best to implement a new technological
development that would give the team an extra fraction of speed in
light winds was quite amazing. Think about the last time you saw
a meeting that couldn’t make progress on an idea despite having
basically the same perspective and background.

So I wish Oracle, Team USA the best of luck when they launch their
Cup defence next year in Bermuda and I thank them for some truly
inspirational insights into what it takes to be the world’s best. They
compete in a sporting contests but the lessons hold true for all
organisations.
Find out how your business culture can embrace
innovation. Call Sydney on (02) 8346 6000
or Newcastle on (02) 4962 2688.
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Annual Breast Care
Fundraiser Breakfast

Join us for a toast and to celebrate the
10th year of the Breast Care Fundraiser
Breakfast.
Th
The event has raised more than $170,000
to support the education and training of
Hunter breast care nurses. Every dollar
raised stays right here in the Hunter to
ensure we are supporting local breast care
professionals and those being treated for
breast cancer.
Ou
Our host, Natasha Beyersdorf, joins
former Woman's Day Editor, blogger,
communications manager for the drinks
association and mum, Alana House.
Alana will discuss her own personal and
professional journey over the past 10 years
which has made her realise how much
we can sweat the small stuff compared to
what other courageous individuals endure.

So many things about the team, its environment and culture warrant
discussion but two points stood out to me above all else;
Warm Regards, Steve

99% of all innovation is tiny increments and looking for these every
day must be part of your organisation’s DNA.
The other 1% must be revolutionary. Dave, a team engineer at
Oracle, told me that an idea has to be “truly bizarre” to get anyone’s
attention.

The Starlight Room
Wests New Lambton

13 2 0 1 6

October

7.30am
to 9.00am
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Message from the MD

BUSINESS ADVISORY SERVICES

$70 per person or $650 for a table of 10. This includes a hot breakfast, glass of bubbly and
a donation on your behalf. For tickets www.stickytickets.com.au/41788

There is no point having “sort of radical” ideas because these still
carry great risk but without the returns of the truly bizarre!
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The proposed changes to reduce the
stigma attached to financial failure may be
overestimating its effect on entrepreneurs.

Good governance doesn’t guarantee success, however its
absence almost certainly guarantees failure.

AUDIT & ASSURANCE

Martin Matthews I Partner

Manager I Jacob McCloskey

Corporate Governance –
an adaptable essential for
successful organisations
WITH THE OLYMPICS RECENTLY
HELD AND FOOTY FINALS AROUND
THE CORNER, THE ATTENTION
OF MANY AUSTRALIAN SPORTS
FANS WILL BE DIRECTED TO THE
SPORTING FIELDS TO WATCH
THE CULMINATION OF MANY
YEARS OF HARD WORK THAT WILL
HOPEFULLY BREED SUCCESS
IN THE FORM OF A MEDAL OR
PREMIERSHIP. THOSE SUCCESSFUL
WILL NO DOUBT TALK ABOUT
THE SACRIFICE AND DISCIPLINE
REQUIRED TO ACHIEVE THEIR
SUCCESS.
Those who missed out on the Olympic
team or semi-finals will look back and
wonder if they could have done anything
different that may have generated a
better outcome. Could I have trained
harder or smarter? Could my diet
and injury prevention strategies have
been better? Was the team clear in its
objectives and why was it that we didn’t
collectively achieve? Was it a lack of
talent or direction or both?
There are so many obvious analogies
between sport and business. As
legendary rugby league coach Jack
Gibson said, “Winning starts on a
Monday.” It’s critical that businesses
adopt the same approach and have
clear direction and governance
frameworks in place to assist its teams
to achieve.

pkf.com.au I
04

Corporate governance is often unfairly
targeted as the necessary evil of doing
business – I’d love a dollar for every time
that I’ve heard governance described as
“red tape” or “administration” that gets in
the road of a business making money!
I take a different view – good
governance doesn’t guarantee success,
however its absence almost certainly
guarantees failure. Many of the highprofile business failures have been due
to a lack of a corporate governance

from an imbalance of power or a lack
of checks and balances that promotes
consistent and ethical behaviours.

WINNING

Governance provides discipline for
a business, ensuring an appropriate
framework is in place to ensure a
company meets its strategic and
operational objectives. The business
dictionaries define corporate
governance as the mechanisms,
relations, and processes by which a
corporation is controlled and is directed.
Accordingly appropriate corporate
governance ensures accountability,
ensures consistency of process and
decision-making as businesses grow.
The aspect of corporate governance
that I think get undersold is its flexibility.
Clearly the corporate governance
processes of BHP Billiton will be more
sophisticated than the running of a
local not-for-profit or SME – and that’s
entirely appropriate because governance
is meant to be adaptable and fit-forpurpose – there is no one size fits all.
The Australian Sport Commission
have recently released its “Governance
Reforms in Sport” which provides
Australian sporting clubs and
organisations with advice regarding
voting rights and the topics that should
be on their meeting agendas: strategy,
commercial arrangements, IT and digital
initiatives, financial management and
staffing. Whether you are the Australian
Institute of Sport or the local soccer
club, these topics should be discussed
by each Board / Committee.
For NFP’s and SME’s, the Australian
& Securities Commission has recently
restructured its web site so that all
corporate governance resources can
now be found in one place under
‘Regulatory Resources’. It’s a useful
site for business owners and managers
to turn to with respect to guidance
regarding:

starts on a

MONDAY.
– Jack Gibson

‘Ideas Boom’ & Insolvency
AS PART OF THE FEDERAL GOVERNMENT’S
INNOVATION PACKAGE, THEY HAVE PROPOSED
A NUMBER OF CHANGES TO INSOLVENCY LAWS.
THE NATIONAL INNOVATION AND SCIENCE AGENDA
SUMMARISES THE PROPOSED CHANGES AS
FOLLOWS:
“We’re striking a better balance between encouraging
entrepreneurship and protecting creditors by:
• Reducing the current default bankruptcy period from three
years to one year.
• Introducing a ‘safe harbour’ for directors from personal
liability for insolvent trading if the company is undertaking a
restructure.
• Making ‘ipso facto’ clauses, which allow contracts to be
terminated solely due to an insolvency event, unenforceable if
a company is undertaking a restructure.”

Default Bankruptcy Period
Shortening the default period of bankruptcy from three years to
one year will impact on some significant aspects of Bankruptcy
administration.
• AGMs and shareholder engagement
• Director oversight of financial reporting
and audit
• Risk oversight
• Handling corporate information
• Executive remuneration
• Directors and corporate culture
• Directors as gatekeepers.
In summary, if you’re involved in running
or owning an organisation, implementing
and adhering to a corporate
governance framework consistent with
an organisation’s complexity and size
provides the framework and discipline for
each organisation to win their own virtual
Olympic medal or lap of honour.
For further information please
contact our Audit & Assurance
team. Call Newcastle (02) 4962 2688
or Sydney (02) 8346 6000.

BUSINESS RECOVERY & INSOLVENCY

A bankrupt is prohibited from travelling overseas during their
bankruptcy unless authorised to do so by their Trustee, this
is to keep the bankrupt within the jurisdiction where a Trustee
can enforce their powers. A bankrupt is also restricted from
obtaining finance whilst an undischarged bankrupt.
By shortening the default bankruptcy period, these restrictions
will only apply for the one year term of the bankruptcy.
It is not proposed that the income contribution regime will
be shortened in line with the default period of bankruptcy,
meaning a bankrupt will still be liable to contribute 50% of their
after tax income in excess of the threshold for two years after
being discharged.

Safe Harbour
The proposed safe harbour provisions aim to protect directors
from personal liability for insolvent trading whilst seeking
to restructure the affairs of a company. It is envisaged the
appointment of a restructuring advisor will provide directors
with an option to retain control of the company whilst receiving
formal advice rather than prematurely surrendering control to
an external administrator.

Get Closer
to the Community
PKF are proud to be member number 40 of Westpac
Rescue Helicopter’s inaugural Club 139.

Those directors that engage a restructuring advisor and ultimately
fall into insolvency will have a defence to an insolvent trading
claim by a liquidator. These proposed changes are intended
to encourage businesses and directors when facing financial
distress to act much earlier in an attempt to fall within the safe
harbour provisions.

Making Ipso Facto Clauses Unenforceable
An ipso facto clause will terminate or alter a contract when a
party enters external administration.
When attempting to restructure a company facing financial
difficulty or trade a business under external administration, these
clauses can interfere with the genuine efforts of an insolvency
practitioner to preserve the value of the business and achieve the
best outcome for its creditors.
The proposed changes aim to prevent trade creditors and
suppliers undermining the administration process by refusing to
provide goods and services, despite the administrator taking on
liability for orders placed after their appointment.
Whilst the proposed changes are positive steps towards reducing
the stigma attached to financial failure and promoting a genuine
restructuring culture, the Government may be overestimating how
many entrepreneurs will be encouraged by these changes.
Contact our dedicated Business Recovery & Insolvency
team if you have any concerns about your own exposure.

There is a lot to be gained from lowering
the background noise and sticking to
your long term goals.
PKF WEALTH

Alex Apostolopoulos I Financial Adviser

Retiring
Comfortably
Made Simple!

Life insurance can also play an important
role in protecting your family against
a serious illness or accident. With this
additional financial support, you can be
more confident that your long-term plans
will survive an enforced period out of the
workforce for you or your partner.

Spread your risk
Your financial planner will show you how
to diversify your investments so that
when one class of assets goes down
(e.g. shares), another may well go up (e.g.
bonds).

The years since the GFC have made it difficult for some people
to invest with confidence, although that does not mean it is no
longer possible. Confidence is all about having a positive attitude,
and most importantly, being well prepared.
The following are core principals required in order to be a
confident investor with clear direction:

The key is choosing a mix of investments
that suits where you are in your life, your
attitude to risk and your goals, and then
sticking with these investments through
the market highs and lows or until your
objectives change.

Have a plan (set clear goals)

When we consider retirement the potential variables increase
significantly, although the alternative of not planning could mean
a lifestyle well below what someone had become accustomed to
or expected once they retired. A stage of life that may have been
thought of as freedom may become a period of worrying whether
you have enough to do the things you would like. The earlier you
set your financial goals the greater the likelihood of achieving
them.

Remain Calm
When you see investment prices dropping due to the latest
piece of bad news, it’s a natural reaction to think you need to do
something before it’s too late. However, selling investments during
or after a market downturn inevitably means missing out when
prices pick back up again – which can happen quite quickly.

Understand investment cycles
Investing in growth assets like shares and property will always
come with some risks, and there will always be the potential for
negative performance. But over the years, the overall trend has been
consistently upwards.
Between 1993 and 2012, the Australian share market only
experienced four negative years out of 20. The average return for
Australian shares over that period was 9.9% per annum.
It can be difficult to see the upside when there’s a lot of ‘doom and
gloom’ in the media. However, investment markets have survived the
Great Depression and two World Wars and this resilience should give
you confidence to persevere with your long-term plans.

Think long term
People have different ideas of what ‘long-term’ means, but it’s
probably longer than you think.

For example, the Australian shares ASX/200 index dropped by
40.4% in 2008, but the following year they gained 39.6%. If you
sell in a downturn and eventually buy your investments back, you
may be paying more for those assets than you sold them for.

Take an average couple aged 50 and 45. He can reasonably expect
to live to 86, and at that time her life expectancy will still be six years.
This means that at age 50, this couple are likely to be investing for
the next 42 years!

Having a sound investment strategy that you have put in place
with your financial planner means you’re focussed on the end
goal, not the fluctuations along the way. This can help you stay
calm and confident when others are panicking.

Your financial plan needs to be flexible enough to cater for your
short-term goals, your spending needs in retirement, and your longterm aged care needs. This is something your financial planner can
assist you with.

Could super be the answer
for your next pay rise.
David Henriksen I Principal

SUPERANNUATION
WEALTH

Pay less tax & get more

IF YOU ARE NOT ALREADY MAXIMISING YOUR CONCESSIONAL
CONTRIBUTIONS (I.E. SUPER GUARANTEE EMPLOYER CONTRIBUTIONS,
SALARY SACRIFICE CONTRIBUTIONS AND IN SOME CASES PERSONAL
TAX DEDUCTABLE CONTRIBUTIONS) TO SUPERANNUATION YOU SHOULD
CONSIDER TOPPING UP YOUR SUPERANNUATION WITH PART OR ALL OF
THE PAY RISE.
This would be through an arrangement with your employer to pay part or all of your
bonuses and/or pay rise into your superannuation as a salary sacrifice contribution.

Where’s the magic in this fairly standard event you may ask, the best way to show this is in
the following worked examples in which we have two people on different incomes paying
different levels of income tax.

Scenario 1
Name: Joe
Age: 35
Salary: $50,000 p.a.
Pay rise: $5,000.

Option 1 take pay rise
as part of take home
pay

Option 2 salary
sacrifice pay rise to
Superannuation

Pay rise amount

$5,000

$5,000

Less Tax on pay rise

$1,725

$750

Wealth left after tax

$3,275

$4,250

A diversified approach across Australian
and international shares, bonds, property
and cash investments will reduce your
exposure to any one asset class, and it
can be easily done through a managed
portfolio.

Scenario 2

Stay up to date

Pay rise amount

$5,000

$5,000

Once you have a financial plan in place
and you have set a direction, from here
it is paramount that your progress is
monitored to ensure that you remain
on track. New rules and regulations
come along regularly – particularly
in superannuation. New investment
opportunities will always emerge. The
best way to ensure you’re making the
most of these opportunities is to review
your financial plan regularly with your
financial planner. With their ongoing
support and advice, you can be confident
in all market conditions that you are
working towards the lifestyle of your
choosing in retirement.

Less Tax on pay rise

$1,950

$750

Wealth left after tax

$3,050

$4,250

If you wish to discuss your
retirement goals further contact
the PKF Wealth team in
Newcastle on (02) 4962 2688
or Sydney on (02) 8346 6000.

Name: Sandy
Age: 45
Salary: $90,000 p.a.
Pay rise: $5,000.

Option 1 take pay rise
as part of take home
pay

Option 2 salary
sacrifice pay rise to
Superannuation

As you can see, if you are earning income and paying taxes personally your overall wealth
would generally increase when you salary sacrifice a pay rise to superannuation.
One down side of this is however, you do not get to access this wealth until you get to
retirement age and cannot spend the money today. On the other hand the increased
savings you get for retirement are going to help you meet your retirement goals.
The compounding effect of putting a little extra away each year for the next 20 to 30
years before retirement assuming on average there will be a positive return on your
superannuation investments is very impressive when you project the numbers forward
over such a long period. This difference can be the extra you need to allow the holidays
in retirement, the expensive health care needs you may have and generally more choice
due to increased wealth.
This is just a brief overview and there are many factors that should be managed and
considered to ensure you do not exceed any contribution caps which will result in further
tax and no savings. It cannot be stressed enough the importance of obtaining advice
before entering into any transactions. This article is not intended to be advice that should
be solely relied upon as it in no way considers your individual circumstances.
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The ideal way to ride out the lows
and capitalise on the highs of the
investment markets is to develop a
comprehensive financial plan that covers
your investments, superannuation and
insurance.
For example, you may find that investing
inside super is an effective way to reduce
the tax you pay on dividends and capital
gains – which are taxed at a maximum of
15% inside super instead of your marginal
tax rate when you invest outside super.

CONFIDENCE CAN HAVE A POSITIVE IMPACT ON
MOST ASPECTS OF OUR LIFE. WITH CONFIDENCE,
EVERYTHING SEEMS MORE ACHIEVABLE AND YOUR
INVESTMENT GOALS ARE NO DIFFERENT.

Any project or goal that is either complex or has a magnitude of
variables requires forethought and planning in order to achieve
a desired outcome. For instance when planning a holiday, most
people will have a general process they like to follow, some
have refined over many years, some have learnt from previous
mistakes, others seek advice while others rush around and book
arrangements at the last minute.

Cover all your bases

If you wish to discuss your own SMSF strategies, contact the specialist
PKF Superannuation team in Newcastle on (02) 4962 2688 or in Sydney
on (02) 8346 6000.
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It is imperative that robust financial
models with reliable financial
forecasts are prepared.
CORPORATE FINANCE

In today’s competitive market, it is the only way
to differentiate your club.

Ashden Saegenschnitter I Analyst

Director I John Tully

Financial modelling
SIGNIFICANT BUSINESS DECISIONS
ARE USUALLY BASED ON FINANCIAL
MODELS WITH FORECASTS.
APPROXIMATELY 90% OF FINANCIAL
MODELS CONTAIN ERRORS
AND MAY EXCLUDE KEY VALUE
DRIVERS, WHICH CAN RESULT IN
MISLEADING RESULTS. OVER TIME
MOST FINANCIAL MODELS EVOLVE
WITHOUT WELL-STRUCTURED
DESIGN OR INTEGRITY CHECKS AND
OFTEN WITHOUT DOCUMENTATION.
MAKING MINOR CHANGES CAN
OFTEN TAKE A LONG TIME AND HAVE
UNEXPECTED CONSEQUENCES.

appropriate. Assumptions in the
financial model should be able to be
“flexed” or “sensitised” to assess the
impact of changes in the assumptions
on the forecast.

Is your business considering:
• Significant expansion through organic
growth or acquisition

• How feasible the opportunity is through
various scenarios

• Debt or equity funding to finance growth
in your business

• The initial funds required to fund capital
expenditure and working capital

• Develop an offer for the investment/
acquisition of the business or the finance
approval.

• Seeking external investment to
commercialise your ideas

• The impact that investors will have on
the ownership structure

• Form a view on the capability of
management.

• Entering a sale process, or

• Our client will also gain further benefits
from the financial model as their
business progresses, which includes:

Financial models and insufficient forecasts
with unreasonable assumptions can impact
an investors’ view on the capability of
management.

If so, then it is imperative to prepare robust
financial models with reliable financial
forecasts. The financial forecasts for your
business are usually required along with
historical financial information by any
potential investors or financier.
Robust financial models and forecasts
should include:

1

2

Integrated three-way statements:
The financial model should comprise
of integrated profit and loss
statements, balance sheets and
cash flow statements. The cash flow
statement is often overlooked in the
preparation of financial models and
forecasts despite this being the critical
factor in the investment or financing
decisions of investors and banks.
D
 etailed assumptions:
The preparation of a detailed
assumptions worksheet is essential
to enable third parties to understand
the forecasts. Making supporting
information such as customer or
supplier contracts available where

• Rolling forecasts: Year to Date (or
monthly) results can be updated in the
forecast to provide a more accurate
view of the forecast financial position
and performance of the company.
• A stronger view of business cash flows:
The use of an integrated forecast model
will assist management to identify any
potential cash shortfalls and to take
appropriate action.
• Ensuring that the business will have
sufficient cash to secure appropriate
facilities such as overdrafts or debtor
finance facilities to fund the operations
of the business. This is particularly
important in times of high growth
or expansion where the necessary
investment in working capital places
pressure on the business’ cash flow.
• Identifying the funding requirements for
expansion plans, acquisitions or new
projects.
• Completing ongoing valuations of
the business using discounted cash
flow techniques as a starting point for
negotiations with investors.

External parties (investors/financiers) use
these financial models and forecasts to:
• Assess the reasonableness of forecasts.
• Complete analysis regarding valuation/
financing capability of the Project.

To overcome the key challenges of
preparing financial models and forecasts
PKF Corporate Finance:
• Works together with you to analyse
uncertainties of key business and market
drivers and underlying assumptions.
• Undertake proper planning in the design
and build of the model for longevity,
consistency, practicality, and with a focus
on the required outputs
• Incorporate version controls and
backups, rigorously test the model,
build in checks, and protect parts of the
model from users making unauthorised
changes.
A robust financial model will be available
when called upon, which provides a
positive impression of management and the
business for investors and financiers.
For further information please
contact our Corporate Finance
team in Sydney on (02) 8346 6000
or Newcastle on (02) 4962 2688.

TODAY, CONSUMERS (INCLUDING OUR MEMBERS AND
THEIR GUESTS) CALL THE SHOTS. WITH GLOBALISATION
AND THE INTERNET PROVIDING NEARLY UNLIMITED
CHOICES AND A WEALTH OF INFORMATION, THE POWER
HAS SHIFTED FROM CORPORATIONS TO CONSUMERS.
THIS SHIFT MAKES IT VERY DIFFICULT (IF NOT IMPOSSIBLE)
FOR COMPANIES TO SUSTAIN DIFFERENTIATION BASED
SOLELY ON PRICE OR PRODUCT. THE ONLY REAL OPTION
THAT REMAINS IS THE CUSTOMER EXPERIENCE. CLUBS
ARE NO DIFFERENT.
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steps to an awesome service
environment


1

Our members are seeking personal and engaging experiences that
develop into relationships. Much like the trials and rewards of personal
relationships, when done right, your brand relationships can grow into
lifetime commitments. When done wrong, they can lead to painful
breakups.

As an organisation you must accept, embrace
and promote the fact that stellar customer
service will eliminate the risk of your company
becoming one of the 89% (CEI statistical
reference).

2

Have a company vision that is easy to
remember, motivational in speak, inspirational
in outcome and embodies a customer-obsessed purpose for the work at hand.

I was fortunate enough to attend the recent NRA Show in Chicago
and one of the educational sessions highlighted the 2011 Customer
Experience Impact (CEI) Report conducted by Harris Interactive. There
were two telling facts that resonated with me:

3

A customer’s brain can only absorb so much at
any given time so make sure they receive
nothing but positive experiences in your venue.

4

Customers crave differentiation to break up
the monotony of routine so make sure your
people deliver personalised experiences.

5

Avoid the delivery of mundane descriptors
when seeking feedback – words like “fine”,
“good” and/or “okay”. We don’t want to be
vanilla.

6

Teach, remind and reinforce to your staff that
they are not in the club, hospitality or
entertainment industry – they are in the
MEMORY MAKING business.

7

Treat every customer as special – as if
you were on a first date with them or it
was your first day at a new job.

8

Understand that value matters and a
memorable experience validates your pricing
and ultimately provides advocacy (see CEI
statistical reference).

9

Hire and retain rock stars. Remember
they are on their stage when performing
and they are the show!

• 86 per cent of consumers will pay more for a better
customer experience.
• 89 per cent of consumers will begin doing business with a
competitor following a poor customer experience.
These are staggeringly high percentages and, when you consider the
club industry is the most competitive it has ever been, then the failure to
recognise these statistics presents a real strategic and operational risk.
Please read the statistics again and please submit them at your next
Board meeting.
Keeping in mind those statistics, customer experience performance
in the club industry can be viewed as either very concerning or simply
(and preferably) an awesome opportunity to differentiate. In a tense
market dynamic, where market share is becoming a fundamental
measurement tool for success, what a great area to focus on to make
a distinct and compelling point of difference!
Improving the customer environment and providing an uncompromising
level of superior customer service is a difficult challenge – particularly on
a consistent level. Those in the industry that have travelled to the United
States and observed first hand their retail and hospitality environments
and felt their passion and culture for professional service delivery know
full well how far behind we are in Australia.
We recently completed our 4th PKF Food and Beverage Insight Tour
during which I gained great insight from a leading hospitality professional
about the creation and maintenance of a “truly awesome” customer
service environment – and yes he did speak like Jack Black. His key
steps to such an environment was spot on and every club should
follow them.

pkf.com.au I
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The Customer Experience
does Matter!

A client of ours is in the process of
expanding their early childhood education
business into China and came to us
seeking help with a business plan and
negotiating with investors. It became clear
that a robust financial model with forecasts
was the foundation for their business plan
and to have a basis of what the business
is worth for investors. After providing the
framework for their business plan and
presenting them with the financial model,
they had a clear picture of:

• Planning an IPO

PKF CONSULTING

For more information or to request hospitality consulting
services, contact John Tully on jtully@pkf.com.au
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The Office of State of Revenue 2016 compliance program
identified $185m in underpaid payroll tax and additional liabilities.
TAXATION

Iain Spittal I Director

THE OFFICE OF STATE REVENUE ARE
ACTIVELY AUDITING COMPANIES
REGARDING THEIR PAYROLL
TAX OBLIGATIONS. THE OSR’S
DATA MATCHING CAPACITY
HAS SIGNIFICANTLY IMPROVED
AND HAVING HIRED A NUMBER
OF EX-ATO EMPLOYEES, THEY
ARE SUCCESSFULLY PURSUING
LOST PAYROLL TAX. THEIR 2016
COMPLIANCE PROGRAM IDENTIFIED
$153M IN UNDERPAID PAYROLL TAX,
WITH ADDITIONAL INTEREST AND
PENALTY LIABILITIES OF $32M.
The OSR have found that the most common
areas where errors are being made are as
follows:

1 Treatment of contractors
• Confusing employees with contractors
– before considering applying the
contractor exemptions to workers, it is
necessary to ensure that those workers
are not common law employees.
Factors such as the degree of control
over the worker, the formal contractual
arrangement versus the practical reality,
and other indicators will be taken into
account when ascertaining whether the
worker is a common law employee or a
genuine contractor.
• Contractor 180 days exemption – this
exemption is only available where the
business in question does not require the
relevant service (either from an employee
or a contractor) for more than 180 days
in a financial year. For example, if a ski
school operator required ski instructors
for 120 days in a financial year the 180
day exemption should be available, even
where the relevant instructors work for
more than 90 days.

2 Payroll tax grouping
We have seen a number of instances
where the OSR are pursuing claims for
underpaid payroll tax on the basis that
employer entities are not adequately
grouped for payroll tax purposes. It is
important for businesses to obtain a
good understanding of related party
shareholdings, directorships and shared
services in order to ascertain whether
there are any payroll tax groups created
and, if so, what action should be taken to
minimise the risk (e.g. application to the
OSR for degrouping).

3 Allowances
Generally allowances should be included
in taxable wages except for some motor
vehicle, accommodation and living away
from home allowances.

wages and threshold
4 Interstate

entitlements

All Australian wages must be taken into
account when determining whether a
liability to payroll tax arises in NSW and
the appropriate threshold to apply when
determining the payroll tax liability.

to include all taxable
5 Failure

wages

The OSR have found that there is
sometimes a failure to include unusual/
irregular amounts in the calculation of
taxable wages. This typically includes
things such as fringe benefits tax
amounts, value of shares or rights
received under employee share schemes
and bonus payments.

TasFoods Ltd
CLIENT PROFILE

NSW Payroll Tax Compliance
Issues
6 Directors penalty notices
In some circumstances, the OSR can
impose personal liability on directors for
unpaid payroll tax via a Directors Penalty
Notice regime. Importantly, personal liability
can arise even if the notice is not received
by the director.

The Good News
It is not all bad news, however, as there
are some opportunities to reduce payroll
tax that businesses are not always taking
advantage of:

1 Apprentices and Trainees
All wages paid to apprentices and trainees
are liable for payroll tax purposes although
there are specific provisions allowing
taxpayers to claim a payroll tax rebate
on wages paid to approved apprentices
and trainees as recognised by the NSW
Department of Industry.

2 Jobs action plan
A rebate of up to $6,000 ($2,000 after 1
year and $4,000 after 2 years) is available
for the creation of new positions in NSW.
Please note that in order to be eligible for
this concession, amongst other conditions,
registration of the new position must take
place within 90 days of commencement of
employment and the employer must have
less than 50 FTE positions in NSW (prior to
the new position).

3 Exempt payments
Certain payments can also be excluded
from the definition of taxable wages such
as maternity or paternity leave payments or
workers compensation receipts in certain
circumstances.
Contact our specialist taxation team in
Sydney on (02) 8346 6000 or Newcastle
on (02) 4962 2644 to discuss your
payroll tax obligations.

Food Business Roll-up –
they do work
FOLLOWING COMPLETION OF
ITS SHARE BUY-BACK AND THE
TRANSFER OF ITS TWO RESIDUAL
CHINESE FOOD DINING LOYALTY
PROGRAM BUSINESSES IN
JUNE 2015, TFL IDENTIFIED THE
FOOD SECTOR AS AN AREA FOR
ITS INVESTMENT FOCUS. THE
DIRECTORS EXPLORED A NUMBER
OF INVESTMENT OPPORTUNITIES
BASED ON A STRATEGY OF
ULTIMATELY BUILDING AN
INTEGRATED BUSINESS BASED
ON PREMIUM FOOD PRODUCTS
PRIMARILY SOURCED FROM
TASMANIA.
Consistent with that investment focus,
TFL completed the acquisition of the
Meander Valley Dairy branded food
products business based in Tasmania in
September 2015. Meander Valley Dairy
specialises in the production of premium
cream and dairy products. Its processing
facility is located near Launceston and
its branded products are sold through
distributors throughout Australia.
On 6 November 2015, TFL entered
into a transaction to acquire a major
dairy operation in Tasmania known as
Van Dieman’s Land for an estimated
purchase price of approximately $250
million. Unfortunately, despite entering
into a contract, TFL were gazumped by a
Chinese company and lost the acquisition
resulting in litigation which was settled in
February 2016.
In March 2016, TFL was granted an
option to acquire 100% of the shares in
Nichols Poultry Pty Ltd, which owns and
operates the Nichols Poultry branded
processing business. The Company also
has inter-conditional options to acquire
an electricity generating wind turbine
and approximately 91 hectares of land
on which the Nichols Poultry processing
facility, feed mill and wind turbine are
located.

www.tasfoods.com.au

In addition to the Nichols Poultry
acquisition, entered into an agreement
to acquire the issued shares of Shima
Wasabi Pty Ltd, which owns and
operates a wasabi production and
distribution business.
TFL received shareholder approval for
the acquisitions and capital raising in
May 2016 and subsequently completed
the acquisition and capital raising (IPO)
in June 2016. The issue price for the
capital raising was 25 cents and as at
22 June 2016 TFL is trading at a price
of 30 cents, a premium of 20%.
As may be evident from the details
above, it is clear that TFL had a very
active 9 months, however with the right
support the board and management
were able to overcome this obstacle and
focus TFL in the right direction.

PKF Corporate Finance was engaged
as the Investigating Accountant for both
the Van Dieman’s Land acquisition and
subsequently the Nichols Poultry and
other minor food-rollup acquisitions.

The scope and breadth of the services provided across
the various PKF divisions demonstrates
the firms capacity to be able to deal with a multitude
of issues for a single client

The success of the IPO is considered
to be attributed to a number of factors
including strong management team,
adequate funding and operating in a
niche market, that is, food business in
Tasmania. In addition, TFL has set up
a platform for other acquisitions that
the board and management consider
to be value accretive to shareholders.
This platform is via the selection of
businesses that have been acquired
and the additional capital raised of
approximately $22 million in the IPO.

PKF Corporate Finance also provided
litigation support services during the
dispute of the Van Dieman’s Land
acquisition. PKF Audit provided audit
services in relation to the acquisition of
Nichols Poultry. The scope and breadth
of the services provided across the
various PKF divisions demonstrates the
firms capacity to be able to deal with
a multitude of issues for a single client,
whilst at the same time, ensuring quality
and independent advice is provided.

pkf.com.au I
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TasFoods Limited is listed on the Australian Stock Exchange (ASX)
and trades under the code TFL. TFL previously operated as
OnCard International Limited and operated in the technology space
specifically, the provision of Loyalty, Rewards and Payment solutions.
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Nick Navarra
NICK NAVARRA IS A PRINCIPAL IN OUR
CORPORATE FINANCE UNIT

Q W hat was your first job?
A Iwas a dish pig at a local café. The owner was a
crazy Italian man who was constantly firing staff,
many of which did not even last their first shift
despite their best efforts. He was my neighbour
growing up and a family friend – so I lasted 2
months before I got the boot.

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

A P robably Billy Connolly. I think he has a fantastic
perspective and sense of humour – it would
certainly be an entertaining and fun dinner.

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

A Probably a really good burger and chips.
Q Finish this sentence. If I wasn’t an
accountant, I would be…

A A race car driver, pilot or mechanic. My dad

was a rally driver and test driver for Jaguar and
our family later owned a travel agency which
saw us flying around the world a lot as kids, so
I was always surrounded by cars and planes.
I remember sitting in the cockpits of British
Airways 747s and going to motor racing meets

and seeing the likes of Peter Brock, Dick
Johnson, Mark Skaife, Mick Doohan, Wayne
Gardener and Daryl Beattie in their cars and
on their motorbikes racing around the track. I
have loved cars and aeroplanes (and basically
anything with a motor) since I can remember so
it would have to be one of these.

Q W hat do you love most about your job?
A There are two things. Firstly, when I get to

assist with the sale of a family business and
see the owners move onto the next stage of
their lives. These clients have often put a lot of
blood and sweat into their businesses, and to
them and their families, the sale is not just a
financial transaction but an emotional one as
well. As an advisor, helping them through this
process is very rewarding.
Secondly, completing any corporate deal is
always very rewarding, particularly IPOs. These
processes are very intensive and involve a lot
of people working together as a team to reach
a common goal. Reaching this goal is a great
feeling for the whole transaction team.

Tax Diary

OCTOBER 2016

21

Due date for lodgement and payment of September 2016 monthly BAS and IAS.

21

Due date for payment of annual PAYG instalment for 2015/16.

28

Last day for payment of September Quarter employee superannuation contributions.

28

Due date for lodgement and payment of September 2016 Quarter BAS – paper
lodgements or varied instalments.

31

Due date for lodgement of June 2016 returns by individuals, trusts and partnerships if not
lodged by a tax agent or where prior year returns were outstanding as at 30 June 2016.

31

Due date for lodgement of PAYG withholding annual reports including withholding from
interest, dividend and royalty payments paid to non-residents.

Contact Us

Take 5 with...

Sydney
T. 02 8346 6000
Melbourne
T. 03 9679 2222
Brisbane
T. 07 3839 9733
Perth PKF Lawler
T. 08 9426 0666
Perth PKF Mack
T. 08 9426 8999
Gold Coast
T. 07 5553 1000
Newcastle
T. 02 4962 2688
Canberra
T. 02 6257 7500
Hobart
T. 03 6231 9233
Rockhampton
T. 07 4927 2744
Tamworth
T. 02 6768 4500
Walcha
T. 02 6777 2377
Adelaide
T. 08 8373 5588

NOVEMBER 2016

21
25

Due date for lodgement and payment of October 2016 monthly BAS and IAS.
Due date for lodgement and payment of September 2016 Quarter BAS – electronic
lodgement.

DECEMBER 2016

01

Due date for payment of Income tax for the taxable head company of a consolidated
group with a member deemed to be a large/medium taxpayer in the latest year lodged.
Lodgement of return due 15 January 2017.

21

Due date for lodgement and payment of November 2016 monthly BAS and IAS.

FIND US ON
PKF uses
National Carbon
Offset Standard
certified ENVI Recycled 50/50
Carbon Neutral paper

PKF Sydney and Newcastle are member firms of the PKF International Limited family of legally independent firms and does not
accept any responsibility or liability for the actions or inactions of any individual member or correspondent firm or firms.

An Australian Government Initiative

