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AS WE HEAD TOWARDS THE END OF 2017, IT IS FAIR TO SAY THAT IT HAS BEEN A 
YEAR OF RENEWED CONFIDENCE AND PROGRESS ACROSS MANY AREAS.  

With the economy expected to expand at a reasonable pace over the next couple of years and in 
an environment where business confidence has grown, indications of interest rate remaining at all 
time lows for the short to medium term and new and emerging opportunities continue to present, 
it is a good time to be in business. 

As we close out 2017 and ready ourselves for another year beyond the festive season, we 
encourage you to reflect on the year that was and what changes are required for an even better 
2018 for you, your family and business. How can we leverage these new opportunities? How 
can we do things more efficiently? What is it that I want to achieve for the family unit? Often, in 
this hectic world we live in we don’t reflect enough on these types of questions or learn from our 
experiences. We do things the same, year on year yet expect a different outcome. Make 2018 
count and be the year you are most proud of for you and your family.  

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 and take advantage 
of opportunities. As always we encourage you to engage with us via your Client Relationship 
Manager and discuss anything of interest or relevance to you.

Our biggest asset in business is our people and 
recently at PKF we were proud to see a couple 
of our young people recognised within the 
industry and local community. Congratulations to 
Hanna Barry who in early November was named 
Newcastle Business Club Young Business Person 
of the Year. Hanna is a fine young lady who for PKF 
is an aspiring future leader within our business and 
this award is very well deserved.

Also to David Henriksen, leader of our Self-
Managed Superannuation Fund offering on his 
recent SMSF Accountant of the Year award, 
presented at the Wentworth Sofitel in Sydney early 
in November. Dave continues to grow and prosper 
and this award is a great recognition of his efforts. 
Well done to both.

Huge congratulations to our team on the success 
of our recent community events in Newcastle 
and Sydney, raising funds for the Hunter Nurse 
Education Group - Breast Cancer Care and 
Ronald McDonald House – Westmead. Looking 
out for others and giving back to the community is 
engrained in our values and culture which our entire 
team embraces with open arms. Well done to all 
involved in the organisation of these events.  

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 2017, and may 2018 be a more prosperous year  
for all.

Merry Christmas,

Steve Meyn

Managing Director
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It is essential that a company knows what its correct tax rate is– not just for 
lodging and paying its tax for the year, but for determining the appropriate 

rate at which distributions to shareholders should be franked. 

FOR THE 2016–17 INCOME YEAR, 
THE COMPANY TAX RATE FOR 
SMALL BUSINESSES DECREASED 
TO 27.5%. COMPANIES WITH 
TURNOVER LESS THAN $10 MILLION 
ARE ELIGIBLE FOR THIS RATE. THE 
REDUCED COMPANY TAX RATE OF 
27.5% WILL PROGRESSIVELY APPLY 
TO COMPANIES WITH TURNOVER 
LESS THAN $25 MILLION FOR 
2017/2018, AND $50 MILLION BY 
THE 2018–19 INCOME YEAR. FROM 
2024–25, THE RATE WILL REDUCE 
EACH YEAR UNTIL IT IS 25% BY 
2026–27.

The maximum franking credit that can be 
allocated to a frankable distribution has 
also been reduced to 27.5% for these 
companies – in line with the company tax 
rate - but is based on the current year 
small business threshold and last year’s 
turnover. 

Tax rate and franking rate issues can 
therefore arise for companies that 
hover around the current tax years low 
rate threshold, and with the threshold 
progressively increasing over the next few 
years, some companies are paying tax at 
one rate on the prior year income but can 
only frank at the lower current year rate 
for dividends paid in the current year.

There is also confusion about what 
activities can benefit from the lower 
business rate, with an ATO interpretation 
meaning that the tax rate cuts could 
apply to unintended passive investment 
companies. 

To help with determining when a 
company is “carrying on a business” 
for the 2017 income year, the ATO has 
released TR 2017/D7 that contains the 
ATO’s preliminary views on that question 
together with examples.

Reduced Company Tax  
& Franking Rate Confusion 

TAXATIONSenior Manager  I  Jackie Lomax
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The Commissioner has taken a broader 
view than expected of what constitutes a 
business will much more readily be found to 
be carrying on a business than an individual 
or a trust, if their activities are commercial 
and intended to earn a profit.

The draft Ruling confirms however that it 
is not possible to definitively state whether 
a company is carrying on a business and 
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“The requirement to carry 
on a business has been 
replaced by a passive 

income test.”

each case will need to be considered 
individually. However, it does provide 
some examples of when it is considered 
activities would or would not amount to a 
business.

2017-2018 year onwards
The Government has introduced new laws 
that change the way company tax rates 
are determined from with the 2017 -2018 
year onwards.

The requirement to carry on a business 
has been replaced by a passive income 
test. 

From 2017-2018 onwards a company will 
only qualify for the lower company tax rate 
for an income year only if:

• no more than 80% of the company’s 
assessable income for that income year 
is ‘base rate entity passive income’; and

• the company’s aggregated turnover 
for the income year is less than the 
aggregated turnover threshold for that 
income year.

For the 2017-18 income year, the 
threshold is $25 million. The turnover 
threshold will reduce progressively 
to $50 million by 2026-207 with a 
company tax rate of 25%.

‘Base rate entity passive income’ 
includes items such as dividend 
income (other than non-portfolio 
dividends), franking credits attached 
to dividends, interest income, royalty 
income, rent and net capital gains.

A company that is seeking to apply 
the lower company tax rate should 
carefully consider the circumstances 
in which it operates and whether the 
reduced rate can apply and what the 
franking rate for dividends is. The 
franking rate issue though remains 
unchanged.

If you are still uncertain, talk to 
one of our tax specialists. in 
Newcastle on (02) 4962 2688  
or Sydney on (02) 8346 6000.



With a continued major focus on the financial services sector, we 
recommend that lenders, financial advisers and licensees continue to 

invest time and resources into ongoing development and improvement 
of their risk management framework, organisation governance and 

culture, and compliance systems, processes and procedures.

ASIC’s latest enforcement 
report is out – be ready
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ASIC (AUSTRALIAN SECURITIES AND INVESTMENTS 
COMMISSION) HAS RECENTLY RELEASED A DETAILED 
REPORT OF ENFORCEMENT OUTCOMES FOR THE FIRST 
HALF OF THIS YEAR WHICH HAS A BIG FOCUS ON THE 
FINANCIAL SERVICES SECTOR. THE REPORT ALSO COMES 
WITH A HEADS UP ABOUT INTENDED FOCUS AREAS IN THE 
SECOND HALF OF THIS YEAR.

ASIC’s aim is to address various long-term challenges which 
recognise the need to maintain high levels of conduct, trust and 
integrity in the financial services market. Being a market and 
financial system which continues to evolve, change structure and 
become more complex due to ongoing innovation, digital disruption 
and cyber resilience, and globalisation.

Based on these challenges, the priorities and key risks for the 
period just covered include the following: 

AUDIT & ASSURANCE Scott Tobutt  I  Partner

Table 1

ASIC Enforcement

Investigations 
commenced

57
Persons charged in 
criminal proceedings

5

Investigations 
completed 80 Criminal charges laid 32

Individuals removed from 
financial services

23
Infringement notices 
issued

11

Compensation/
remediation $618.8m Infringement notices 

paid $1.4m

Persons charged in 
summary prosecutions for 
strict liability offences

203

Criminal charges 
laid in summary 
prosecutions for strict 
liability offences

399

1     Gatekeeper culture and 
conduct in financial services  
and credit 

2     Gatekeeper culture and 
conduct in markets 

3    Digital disruption 

4    Cyber threats 

5     Misalignment of retail 
product design and 
distribution with consumer 
understanding 

6      Cross-border businesses, 
services and transactions 

These key risks had a particular focus on how inappropriate culture 
and incentives could drive poor conduct and financial advice, and 
could compromise integrity, trust and confidence in the financial 
system.  

The following is a summary of the resulting enforcement actions 
undertaken by ASIC for the first half of FY 17/18. (see Table 1)

Furthermore, there has been specific attention paid to the financial 
services field. ASIC removed 23 financial services individuals and 
has reported a total of 145 instances of misconduct including five 
criminal incidents. 

For the next six months, ASIC has stated its commitment to 
focus on higher standards in the financial services industry, paying 
particular attention to:

• Conduct risk and integrity;

• Corporate governance;

• Responsible lending practices;

• Financial advisers’ compliance with best interest duties;

• AFS (Australian Financial Services) licensees’ failure to deliver 
ongoing advice services to financial advice customers who are 
paying fees to receive those services;

• Misleading and deceptive conduct; and



• AFS licensees that claim to provide 
general advice but instead provide 
personal advice.

ASIC will also be focusing on the 
culture and incentives that result in poor 
financial advice, which can undermine 
trust and confidence in the financial 
system.

With a continued major focus on the 
financial services sector, we recommend 
that lenders, financial advisers and 
licensees continue to invest time and 
resources into ongoing development 
and improvement of their risk 
management framework, organisation 
governance and culture, and compliance 
systems, processes and procedures. 
This could be through training and 
development of staff, dedicated risk 
resources internally, independent 
assessments and advice from external 
experts (e.g. accounting and law firms) 
and improved tools such as compliance 
portals and Enterprise Risk Management 
systems. Ultimately all this needs to be 
underpinned by a commitment, and 
strong tone set by those at the Board 
and key management levels. 

To discuss further, contact PKF 
Audit & Assurance in Newcastle  
on (02) 4962 2688 or Sydney on  
(02) 8346 6000.

A good coach will challenge you to 
reach higher or push harder, they 
won’t just say yes to all your ideas 

but rather ensure you consider other 
alternatives and select the best idea.

Why do I need  
a coach?

BUSINESS ADVISORY SERVICESDirector  I  Andrew Beattie

WHEN PEOPLE COMPETE IN SPORT, 
WHETHER JOINING A TEAM OR 
INDIVIDUALLY, TO BE THE BEST 
THEY CAN BE THEY HAVE A COACH. 
GENERALLY, THERE IS NO QUESTION 
ABOUT IT. WHEN PEOPLE ARE EMPLOYED 
IN A ROLE OR ARE PROGRESSING 
THROUGH THEIR CAREER THEY USUALLY 
HAVE A SUPERVISOR OR MENTOR OR 
SOMEONE TO HELP THEM IMPROVE. SO 
WHY IS IT WHEN THESE SAME PEOPLE 
GO INTO BUSINESS, PROBABLY ONE OF 
THE HARDEST AND MOST CHALLENGING 
THINGS ANYONE WILL EVER DO, THEY 
BELIEVE THEY DON’T NEED HELP?

Building a successful business requires 
knowledge, skills and guidance from a host of 
people both inside and outside an organisation. 
Often someone like a business coach. 

So why does every business need a 
coach and why shouldn’t you go it 
alone?
1     Every business and business owner 

need people with varied skills  
to challenge them, assist them and 
ultimately grow their business and achieve 
their objectives. The actual role played is 
hard to define because it can cover so 
many aspects of a business and it moves 
with the life-cycle of the business.

2     Running a business is hard work.  
In Australia, various studies highlight that 
approximately 70% of small businesses  
fail within the first two years of operation 
and many of the businesses that do 
survive are not profitable. A business 
coach, an advisory board or even a trusted 
adviser (hopefully your accountant) can 
help start-ups navigate tricky situations, 
offer advice on when and how to bring on 
investors, and help founders make sure 
that every new hire is relevant.

3     To be challenged. A good coach will 
challenge you to reach higher or push 
harder, they won’t just say yes to all your 
ideas but rather ensure you consider 
other alternatives and select the best 
idea, and they will offer sound advice and 
direction from a position of experience 
and independence. You see whenever 

someone goes into business it is usually 
because they are very good at a trade 
or profession or skill and figure they can 
apply that same skill in their own business 
and have more time or money. The 
problem is, in most of cases, they have 
never been shown how to run a business 
or completed any studies in business and 
the result is less time and less money.  
So, doesn’t it make sense to have 
someone who can help these businesses 
to be all that they can be? A coach.

Many business owners battle with the issue 
of whether they can afford coaching…I would 
ask them whether they cannot, and have 
they considered alternatives to one-on-one 
coaching.

What are the alternatives?
1     Coaching Groups – there are many 

different coaching groups out there, some 
of which are extremely expensive to join. 
However, there are more affordable options. 
PKF run coaching for local business owners 
to come together in a group environment 
and challenge each other. The group has 
several benefits; not only are you getting 
the benefit of coaching, you also build a 
network of business owners who each 
become heavily invested in each other’s 
businesses ensuring that whilst you continue 
to be challenge by your group, you also 
have their support and help when times  
get tough.

2     Momentum for Business – for those 
businesses that are looking for  
structured coaching and training,  
www.momentumforbuisness.com is key 
in helping you to get exactly that for an 
affordable price. This website has been 
set-up by some of the team at PKF in 
conjunction with a business coaching 
organisation. The videos on the site give 
great insight into common problems 
businesses face and the workbooks you’ll 
be asked to complete, will help you to be 
able to implement change in your business.

For more information on coaching clubs  
call today on (02) 4962 2688.
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There was a proposed measure publicised in the 2018 budget which 
would allow super contributions to be made from downsizing the 

family home. This measure has not yet been passed and is currently 
not available to be utilised.

IS IT NOW AN OPTION FOR RETIREES TO 
CONTRIBUTE SALE PROCEEDS FROM THE SALE OF 
THEIR HOME TO SUPERANNUATION? 

There was a proposed measure publicised in the 2018 
budget which would allow super contributions to be made 
from downsizing the family home. This measure has not yet 
been passed and is currently not available to be utilised.

At this stage, what we can advise is the policy is in draft 
and if passed would take effect from 1 July 2018. Under the 
drafted legislation the following applies to qualify to make 
this type of contribution:

1     A person must be over age 65 to make the 
superannuation contribution.

2     A person must have held the property that is sold for  
at least 10 years.

3     The home must be a property and cannot be a  
mobile home.

4     The sale contract must be entered on or after  
1 July 2018.

5     The available contribution per person (homeowner) 
under this measure is the lessor of $300,000 or total 
home sale proceeds received if less.

6      The contribution must be made within 90 days of the 
home changing ownership (settlement date).

7     It does not matter if the new home purchased costs 
more, or less than the previous home or is smaller or 
larger (there is no downsizer requirement under the 
measure even though it may be assumed by the name).

8     A home can qualify under this measure even if a person 
does not currently live in the home but has lived in the 
home in the past as their primary residence. Note; if 
this has been held for investment purposes the same 
capital gains rules still apply to the individuals.

9     This contribution does not count towards the 
concessional or non-concessional limits and is not 
taxed when deposited into their superannuation 
account and forms part of their tax-free benefits in their 
member balance.

10     A person is not required to pass any work tests to 
qualify to make the contribution.

11     The new $1.6 million-member balance contribution 
limits do not apply to this contribution meaning it 
can still be made into superannuation accounts for 
members whose total member entitlements exceed 
$1.6 million.

Proposed Downsizer  
Super Contributions

At this stage, what we can advise is the 
policy is in draft and if passed would take 

effect from 1 July 2018. 

David Henriksen  I  DirectorSUPERANNUATION

With all the above in mind it is important to wait and see 
what is legislated as this may change again.

There are other types of contributions that may also be 
considered before this type of contribution is made as they 
are restricted under the new $1.6 million-member balance 
contribution limits and as such should be explored first.

This is just a brief overview and there are many factors 
that should be managed and considered to ensure no 
superannuation legislation is breached. 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.

If you wish to discuss your own SMSF strategies, 
contact the specialist PKF Superannuation team  
(02) 4962 2688 or (02) 8346 6000.



The Value of Financial Advice

It is important to understand that the value of good financial 
advice will take the form of both tangible and intangible outcomes 

and can’t simply be defined by an investment return.

PKF WEALTH Financial Adviser  I  Alex Myers
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At PKF Wealth our purpose is to 
ensure that you and your family 
can live your Future of Choice.

WHAT IS ‘VALUE’ AND HOW DO YOU 
MEASURE IT?

Value is often defined by a person’s 
individual perception, and this is influenced 
by their unique circumstances, beliefs and 
needs.

Given that value is perceived, how do 
you then measure or quantify the value of 
financial advice to different individuals?

If people think of financial advisers as 
investment managers whose only job 
is to select investments and achieve a 
certain level of return, then an accurate 
measure of financial advice may simply be 
the return achieved after the costs of the 
advice have been deducted.

Good financial advice, however, is 
so much more than this and will add 
significant value not only to a client’s 
financial position but to their life as a 
whole.

It is important to understand that the 
value of good financial advice will take 
the form of both tangible and intangible 
outcomes and can’t simply be defined by 
an investment return.

A holistic financial adviser will seek to first 
understand a client’s objectives and their 
dreams, not just financially but for their 
family, work, retirement goals and the like. 

What does the client want their life to 
look like both now and in the future? At 
PKF we describe this as your Future of 
Choice.

In seeking to achieve a Future of Choice 
for a client, creating an investment 
strategy will only be one component of 
the value that a financial adviser provides. 
They will give a client clarity around 
which of their goals and objectives are 
priorities, provide realistic expectations 
and financial education. The adviser will 
also address areas such as legislative 
change, estate planning and insurance 
needs, while co-ordinating with the other 
specialists, such as accountants and 
solicitors, that a client requires. This will 
assist to simplify a client’s life, provide 
peace of mind and save them time. 

This holistic approach from an adviser 
provides enormous value to a client. 
There are bound to be some aspects 
to this value that are difficult to put a 
numerical value on, such as peace of 
mind, clarity and simplicity.  Nevertheless, 
our clients regularly indicate that these 
are among the most valuable elements of 
our service.

In times of investment market volatility, 
a financial adviser will provide discipline 
and guidance, while reinforcing the 
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Wealth
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Risk  
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Compliance

Education  
and 
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Family 
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importance of retaining the long-term 
strategy. This can assist a client to avoid 
the common pitfalls of selling when 
markets are low, buying when they are 
high and chasing the latest trend. In these 
circumstances it may be easier to assess 
the value that an adviser provides over 
the long term, but what is the value of the 
emotional support that a client is provided 
by their adviser in making these decisions 
and remaining calm and focused in times of 
extreme volatility?

A good financial adviser will seek to 
establish a true partnership with their clients 
and, as is the case with any successful 
relationship, it will grow stronger over time. 

Financial advisers that provide a 
comprehensive, holistic approach will 
add an enormous amount of value, in 
both tangible and intangible ways, by 
guiding you through the many complicated 
challenges and changes that you will face 
over a lifetime.  

At PKF Wealth our purpose is to ensure 
that you and your family can live your 
Future of Choice.

If you would like to ensure you 
achieve your Future of Choice  
talk to your PKF CRM/Business 
Adviser today.
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THE LAST FEW YEARS HAVE 
BEEN A TREMENDOUS PERIOD 
FOR ACCOUNTING FIRMS LIKE 
OURS AND FOR OUR TEAM 
MEMBERS. THE PROLIFERATION 
OF AND RAPID IMPROVEMENT IN 
ACCOUNTING SOFTWARE – MOST 
NOTICEABLY XERO – AND THE 
HUGE AMOUNT OF MARKETING 
DONE BY THE SOFTWARE 
DEVELOPERS, CREATED A GREAT 
OPPORTUNITY FOR ACCOUNTANTS 
TO HELP BUSINESSES UPDATE 
THEIR ACCOUNTING SYSTEMS, 
DRAMATICALLY IMPROVING THEIR 
FINANCE AND ACCOUNTING 
FUNCTION. SMALL AND MICRO 
BUSINESSES ARE NOW ABLE 
TO HAVE QUITE SOPHISTICATED 
INTERNAL ACCOUNTING SYSTEMS 
AND PROCESSES.

It is now the notable exception to 
find a business that does not have a 
cloud based accounting system with a 
reasonably high degree of automation. 
Business owners and managers (and 
their accountants) have more accurate 
information, available sooner and with 
less time and effort required to generate 
it than in the past. These people, our 
clients, have almost real-time information 
to support or challenge their “gut feel” 
on how the business is going. Most 
now have some form of basic KPI (Key 
Performance Indicator) management 
tool which automatically uploads the 
accounting data and performs analysis 
each month or quarter. This is then 
fed back to the business owners or 
managers in a timely manner. It is 
presented concisely and highlights any 
areas of concern. Flashing lights and 
automatic prompts create warnings if 
debtor days exceed a pre-determined 
threshold or expenses are over budget by 
a pre-entered amount.

This has been empowering and a richly 
rewarding experience for us to build with 
our clients. It has been a true chance 
to partner with them and we have 
enjoyed it immensely. The naysayers who 
predicted that this revolution would lead 
to mass job losses at accounting firms 
and dramatic cuts in the work done by 
accountants were very wrong. Clients in 
general expect more and better services 
from us and we believe overall this has 
been achieved.

However, like a sporting team that 
sweeps all before it in the first round of 
a tournament we have given ourselves a 
very brief pat on the back and planned 
for the much greater challenge that now 
confronts us. The initial gains of efficiency 
and timeliness that have been achieved 
are very valuable but not staggering. We 
have earned the right to face the true 
challenge with our clients.

What do we do know? Or more simply 
put “So what?” because there is no point 
knowing more about your business or 
even knowing it faster if you don’t know 
what to do with that information. We are 
working with many clients to help them 
interpret the information produced to 
assist them in making informed decisions. 
As we come towards the end of the year 
our reflection on a great period for our 
firm and our clients will be brief - the next 
challenge is upon us and we are looking 
forward to meeting it.

For further information  
contact the Business Advisory 
Services team in Sydney on  
(02) 8346 6000 or Newcastle  
on (02) 4962 2688.

My head is in the clouds…it’s a 
great view but what happens now?

Business owners and managers (and their accountants) have more 
accurate information, available sooner and with less time and effort 

required to generate it than in the past.

BUSINESS ADVISORY SERVICES  Nicholas Falzon  I  Partner



Safe Harbour Legislation

The underlying aim of the Safe Harbour is to achieve a 
better outcome for the Company and have an opportunity to 
explore various turnaround strategies rather than immediate 

appointment of Liquidator or Voluntary Administrator. 

BUSINESS RECOVERY & INSOLVENCYPrincipal  I  Tom Lesnikowski

THE SENATE ECONOMICS 
LEGISLATION COMMITTEE 
RECENTLY CONCLUDED THE 
FOLLOWING:

“BY ENCOURAGING COMPANY 
DIRECTORS TO TAKE 
RESPONSIBLE AND MEASURED 
STEPS TO TURN AROUND 
BUSINESSES IN FINANCIAL 
DISTRESS, THE COMMITTEE 
IS CONFIDENT THAT THE 
REFORMS IN THE BILL WILL 
SUPPORT EFFECTIVE COMPANY 
RESTRUCTURING AND, IN 
TURN, PROMOTE INNOVATION 
AND ENTREPRENEURSHIP 
FOR THE BENEFIT OF ALL 
STAKEHOLDERS, AND THE 
AUSTRALIAN ECONOMY 
OVERALL,”

What is Safe Harbour?
On 11 September 2017, the 
Senate passed the Treasury Laws 
Amendment (2017 Enterprise 
Incentives No. 2) Bill that has 
the effect of drastically changing 
Australia Insolvent Trading laws. The 
passage of this Bill gives Directors 
protection from personal liability 
for insolvent trading and provides 
a better opportunity for struggling 
Companies to restructure.

The underlying aim of the Safe 
Harbour is to achieve a better 
outcome for the Company and have 
an opportunity to explore various 
turnaround strategies rather than 
immediate appointment of Liquidator 
or Voluntary Administrator. 

What is a Better Outcome?
Section 588GA of the Corporations 
Act defines a “better outcome” as: 

“for the Company, means an 
outcome that is better for the 
Company than the immediate 
appointment of an Administrator, or 
Liquidator, of the Company.”

How does Safe Harbour 
operate? 
Pursuant to the new section 588GA 
of the Corporations Act, Directors will 
not be personally liable for the debt 
of the Company and can rely on the 
Safe Harbour protection where they 
are developing courses of action 
which are reasonably likely to lead to 
a better outcome for the Company 
than Administration or Liquidation.

The following elements that need 
to be considered when determining 
whether course of action is “likely to 
lead to a better outcome”:   

• The Company must maintain 
accurate books and records 
that would allow Directors to 
be properly informed of the 
Company’s financial position at 
all times. It is essential that during 
the Safe Harbour that financial 
information and progress reports 
are circulated and filed.   

• It is crucial that independent legal 
and financial advice is sought from 
qualified professionals in respect of 
restructure at an early stage when 
the Directors start to suspect the 
solvency issues. 

• The turnaround plan addressing 
the issues of the Company must 
be developed and documented. 
The turnaround plan must set 
out a clear course of actions the 
Company must take to improve its 
financial position and achieve a 
better outcome. 

• The appropriate steps must be 
taken to prevent any misconduct 
by the Company’s officers or 
employees. 

Importantly, the Safe Harbour 
will not apply where certain legal 
requirements are not complied with. 
To be able to make out a defence 
under the Safe Harbour provisions, 
the Company: 

• Must be compliant with the tax 
reporting obligations at all levels 
(Federal and State);
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• Must be able to pay all 
employee entitlements, including 
superannuation, as and when they 
fall due.

It was previously proposed for the 
Safe Harbour to extend for a period 
of up to five years. However, the 
current legislation does not provide 
a fixed timeframe as to the length 
of the Safe Harbour. The timing for 
turnaround plan must be reasonable, 
depending on the circumstances of 
each restructure, the nature, size and 
complexity of the business. 

In the circumstances when the 
Company is not able to turn-around 
and the conditions for the Safe 
Harbour cannot be maintained, the 
Directors should consider proceeding 
to Voluntary Administration or 
Liquidation. 

Undoubtedly, the Safe Harbour 
reform will have a significant effect on 
insolvent trading regime, in particular 
the attitude of Directors. We expect 
Directors will now become more 
encouraged to consider corporate 
reconstruction plans to address their 
financial issues. The reforms will at a 
future date be no doubt tested by the 
Courts, making it critical for Directors 
to take a proactive and clearly 
documented approach when seeking 
to afford themselves a “Safe Harbour”.

Watch this space in the next edition 
of Pulse for an update on Ipso 
Facto reform.



NSX – An Alternative 
worth Considering
THE NATIONAL STOCK EXCHANGE 
OF AUSTRALIA (NSX) IS THE SECOND 
LARGEST LISTING EXCHANGE IN 
AUSTRALIA.  

As of November 2017, the NSX had 75 
securities trading and a total market cap of 
$4.5 billion, with an average raising size of 
$8.3 million.

In our 18th Edition of our Focus newsletter, 
we featured an update about the NSX 
from Andrew Musgrave, NSX’s Head of 
Business Development. Key highlights 
included:

• Over the past 12 months, the NSX 
has undertaken a restructure and has 
a newly appointed executive team 
with experience from the Australian 
Stock Exchange (ASX), National 
Association of Securities Dealers 
Automated Quotation (NASDAQ) and 
Australian Securities & Investments 
Commission (ASIC).

• As part of the NSX’s devotion to 
innovation they have invested with 
IRESS Australia – creating a single 

point of market access and uniform 
process for traded stocks across the 
NSX and ASX.

• They know how hard access to capital 
for small to medium size enterprises 
(SME) can be and are focussed on 
expanding their services to cater for 
private companies.

• The NSX is creating a better 
experience for companies and 
investors through their level of 
commitment to service and support.

Why could the NSX be an option 
for your company?

 Uncomplicated Rules:  The 
NSX’s rules are more concise, 
less complex and in-turn reduces 
the work required during an Initial 
Public Offerin (IPO) process.

 Path to Capital:  To either fund 
growth, capital expenditure or pay 
off existing debt, the NSX provides 
access to capital via IPO or further 
capital raising.

The NSX is creating a better experience for companies and investors 
through their level of commitment to service and support.

CORPORATE FINANCE Andrew Jones  I  Director

 Liquidity:  Access to the largest 
pool of investable funds in the Asia 
Pacific Region.

 Consultative Approach:  NSX 
works closely with the customer, 
assisting with every aspect of a 
listing and ensuring its efficiency.

 Spotlight:  A listing generates 
publicity and can create more 
demand for the company’s shares 
and improve its liquidity.

 Value:  Going public unlocks 
shareholder value, and can create 
a significant return on investment 
for its shareholders.

If your business is looking for a flexible 
range of listing and trading solutions 
offered at a reasonable price, the NSX 
could be the solution for you.

Please contact Andrew Jones  
to discuss your requirements  
(02) 8346 6000. 

• PKF Corporate Finance (NSW) has been 
an NSX Nominated Adviser or, NOMAD 
since September 2016.

• Public offering on NSX 

• Market Cap $19.3M

• Investigating Accountant for IPO

Who we have helped recently:
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Our business intelligence service can help minimise your 
organisation’s risk. In addition to fundamental financial, legal and 

operational due diligence it is increasingly imperative to conduct the 
4th arm of due diligence – reputational or business intelligence.

FORENSIC & RISK SERVICES 

Do you 
“really” 
know 
who you 
are doing 
business 
with? 

Manager I  Milind Sheth

DUE DILIGENCE IS CRITICAL IN 
TODAY’S BUSINESS ENVIRONMENT 
AS REGULATOR, SHAREHOLDER 
AND PUBLIC SCRUTINY IS 
GREATER THAN EVER. AT PKF, 
OUR BUSINESS INTELLIGENCE 
OFFERING IS DESIGNED TO 
PROVIDE OUR CLIENTS WITH THE 
NECESSARY INFORMATION TO 
MINIMISE THE RISKS ASSOCIATED 
WITH A VARIETY OF COMMERCIAL 
TRANSACTIONS INCLUDING 
MERGERS AND ACQUISITIONS, 
APPOINTMENT OF CHANNEL 
PARTNERS, PROCUREMENT 
AND/OR PRE-APPROVAL OF 
CONTRACTORS, APPOINTMENT OF 
SENIOR EXECUTIVES AND MANY 
MORE.  

Recently, PKF was engaged to conduct 
due diligence enquiries in relation to 
four directors whom collectively were 
investing US$10 million – through a joint 
venture agreement – into our client’s 
manufacturing plant. We were provided 
with a Mergers and Acquisitions due 
diligence report by a third party and 
there were no indications to suggest 
the deal should not go through. Our 
client was looking to grow and required 
the funding. The four directors saw 
value in the proposition and were 
eager to invest. On paper, everything 
looked positive, the directors were 
very successful business owners and 
investors. They had significant assets, 
positive cash flows and low debt.  
More often than not, clients are happy 
to continue with the transaction.   

In this instance, though, there were red 
flags associated with all four directors. 
We looked beyond the traditional 
financial metrics and conducted 
background searches on all four 
directors including (but not limited to):

• Social media;

• Third party enquiries;

• Asset searches;

• Criminal checks;

• Civil litigation;

• Bankruptcy/insolvency;

• Regulatory review; and

• Global compliance checks including 
major international online sanctions, 
enforcements and world-check 
proprietary suite of risk and 
compliance databases.

Our findings revealed, amongst others:

• One director had been indicted for 
corrupt behaviour of bribing a police 
officer and was imprisoned;

• One director had a close relationship 
with one of the wealthiest individuals 
in China and this individual did not 
have a good reputation amongst his 
peers;

• One director was involved in a lawsuit 
in which they were a defendant to  
a contract dispute; and

• One director was identified to be a 
politically exposed person as they 
were a current member of a power 
political party.

Our findings allowed our client to 
make an informed decision on the joint 
venture. In some instances, clients may 
walk away following the identification 
of these red flags, as the risk of 
reputational damage may outweigh the 
considered benefits to the company.  
However, in other instances, companies 
may be willing to take on this added risk 
and use the findings to negotiate more 
favourable contractual agreements with 
the other party.

Our business intelligence service can 
help minimise your organisation’s risk. 
In addition to fundamental financial, 
legal and operational due diligence it is 
increasingly imperative to conduct the 
4th arm of due diligence – reputational  
or business intelligence. Accurate 
and up-to-date intelligence is a key 
component in your decision-making 
process. Let PKF be your trusted 
advisers in providing you with this 
information. 

If you would like to discuss  
this article further contact our  
Forensic & Risk Services team  
in Sydney on (02) 8346 6000.



•  T H A N K  Y O U  •

•  S P O N S O R E D  B Y  •

2017 Annual Breast Care

THE 11TH ANNUAL BREAST CARE FUNDRAISER 
BREAKFAST WAS AN AMAZING REMINDER OF 
THE GENEROSITY AND HEART WE HAVE IN OUR 
COMMUNITY.

Not only were we able to enjoy delicious doughnuts from 
Doughheads, but we were so priviledged to hear the incredible 
life story of our wonderful guest speaker, Karissa Lewis.

There wasn’t a dry eye in the house when Karissa described 
breast cancer as “the best thing that ever happened to 
her,” with her diagnosis and subsequent journey to beat the 
disease leading to her making major life changes, and finally 
taking some time to put herself first. Karissa’s key message to 
“stop and smell the roses” is sure to stick with everyone who 
attended.

Finally, a huge thanks to our major sponsors, staff, raffle donors 
and guests – we raised more than $19,000, taking the 11 year 
grand total to over $213,000!

Every dollar raised remains in the Hunter to support the 
ongoing education and training of our local breast care nurses.

$213,000
11 year  

grand total



PKF SYDNEY GOLF DAYPKF SYDNEY’S ANNUAL GOLF DAY

PKF SYDNEY’S ANNUAL GOLF DAY WAS A HOLE 
IN ONE, WITH 100 GUESTS ATTENDING MOORE 
PARK GOLF CLUB AND OUR VERY OWN DAVID 
HENRIKSEN IN THE HANDICAP WINNING TEAM.

Ronald McDonald House Westmead was supported 
on the day with the golfers raising $1,400 for such a 
fantastic organisation.

$1400
Raised

SOME OF THE PKF TROOPS HEADED TO 
DOYALSON IN SEPTEMBER, SMASHING 
OUT THE RAW CHALLENGE IN JUST OVER 
THREE HOURS!

The day was filled with lots of mud, plenty of 
laughter and team morale flying high…and of 
course a couple of rewarding beverages later!

MUD AND GLORY



An effective data strategy can deliver a sustainable competitive 
advantage and create significant value for your business.

Data Strategy: Creating Value

or activity and only capturing the 
data needed. This ensures that it is 
embedded and sustainable. Lean 
capture also considers the purpose 
for the data, including the security 
and privacy implications in how it 
is captured, stored and used. For 
example, capturing data about a 
customer’s age can either be done as 
a full date of birth or simply a year of 
birth. Full date of birth data creates a 
heightened security and privacy risk. 
In many cases this is not justified. A 
simple year of birth is just as useful for 
demographic profiling with significantly 
lower security and privacy implications.

Key data strategy targets
In most cases there are three primary 
target areas: 

1     Customer activities and 
behaviours

Capturing data that delivers insight 
into customer behaviours allows 
you to deeply understand your 
customers so that you can create 
higher levels of satisfaction and 
drive higher sales. 

2    Product performance and 
service delivery

Capturing data that delivers 
insight into the performance of 

Vaughn Campbell   I   Director
DATA ANALYTICS & BUSINESS INTELLIGENCE Vaughn Campbell  I  Director

DATA IS FAST BECOMING 
ONE OF THE MOST VALUABLE 
COMMODITIES ON THE PLANET. 
FOR YOUR BUSINESS, THE RIGHT 
DATA USED CORRECTLY CAN 
CREATE SIGNIFICANT VALUE IN 
MANY DIFFERENT WAYS – FROM 
DRIVING SALES GROWTH TO 
IDENTIFYING COST SAVINGS AND 
EFFICIENCIES.

But how do you identify what data you 
need and the best way to capture it? 
Many business owners and managers 
understand the gaps they have in data 
capture, or know the frustration of not 
having key data that they know would 
make a significant difference to their 
business, but most rarely do anything 
about it. A simple and focused data 
strategy is an enabling tool to ensure 
clarity and create action. It is generally 
thought that more data is better than 
less data, however this is not the case. 
Redundant and low quality data can be 
a significant and unnecessary burden. 
Old data becomes stale and has little 
value. A data strategy ensures that you 
focus on the right data and that it is 
captured clean and lean. But what do 
we mean by captured clean and lean?

Clean Capture
Clean capture means that the data 
has consistency and conformity. This 
requires purposeful design in the 
process to capture the data, removing 
the opportunity for random and poor 
quality data to be entered. The largest 
single cause of poor quality data capture 
is the impact of humans in data entry. 
Wherever possible and appropriate 
data capture should be structured to 
remove human randomness and ensure 
consistency. This means for example, 
designing and using structured 
drop-down menus with pre-defined 
alternatives instead of free text. This 
ensures consistency and conformity. 

Lean Capture
Lean capture means seamlessly 
incorporating the capture of the data 
into the relevant business process 

your products or the service delivery 
experience to deeply understand your 
product or service in order find areas 
to drive further improvements.

3     Internal business processes 

Capturing data at key points of 
internal processes delivers insight 
into the elements of the process, key 
challenges and bottlenecks in order 
to identify opportunities to improve 
processes and reduce time and cost 
dimensions for your business.

Why do I need a data strategy?
A data strategy can add significant value 
to your business. It’s not a long technical 
document. It is a concise (1 or 2 pages) 
plan focused on the key items to drive 
action. Keep it clean and lean. The 
famous quote of W. Edwards Deming 
that, “without data you’re just a person 
with an opinion” is certainly true, however 
having data is only part of the solution - 
without a data strategy you’ll very likely be 
a person with data that’s not very useful. 
Having clean and lean data makes all the 
difference when it comes to truly adding 
value.

Contact your PKF adviser today to 
discuss how a data strategy can help 
drive your business forward.

“A data strategy does not need to be complicated.  
In fact the best data strategy can often fit on the  
back of a napkin. The key is to keep it clean and  
lean – focused on the key items that will add real  

value to the business.”

pkf.com
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Hunter Valley Steel & Engineering Supplies, most commonly known as HVS, 
was founded by Gary David Foster in 1978. Gary envisaged a further need for 
the supply of steel and engineering products in Maitland and the Hunter Valley 

area, and 30 years on business is still booming. 

HVS – Hunter Valley Steel

pkf.com
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HUNTER VALLEY STEEL & 
ENGINEERING SUPPLIES,  
(OR MORE COMMONLY KNOWN 
AROUND TOWN AS HVS) IS A 
LOCALLY-OWNED SUPPLIER 
OF STEEL AND ENGINEERING 
PRODUCTS THROUGHOUT 
NEWCASTLE AND THE HUNTER 
VALLEY. PASSIONATE ABOUT 
PROVIDING PERSONALISED 
CUSTOMER SERVICE, THEY HAVE 
BEEN OPERATING IN THE REGION 
FOR ALMOST FORTY YEARS. 

The company began as a labour of 
love for founder Gary Foster in 1978, 
when he identified there was a lack of 
quality steel and engineering products 
in the Hunter area. He set out with 
his wife Maree to build a quality local 
business and - using his sales and 
management background in the steel 
and manufacturing industry – began to 
shape one of the leading steel suppliers 
in the Newcastle region. By the late 
1990’s the business had expanded to 
two locations and their staff had grown 
to over 15 employees (some of whom 
are still with the company today). Since 
then, the business has become a family 
affair, with son and daughter Geoff and 
Jen taking over the reins in the early 
2000’s.

He says, “It is a pleasure to work with 
such a tight-knit family that live by their 
core values of doing the right thing by 
others. Having regular check-ins with 
Geoff and Jen has allowed us to play 
an integral role in their affairs, advising 
on a wide range of business issues. It’s 
a testament to the family that they have 
built such a successful business and 
have a strong brand around town.”

Geoff says, “Our meetings with David 
give us an independent perspective 
and they keep us on track. It’s too easy 
to allow distractions to crowd out the 
important things about running the 
business. We make sure we never lose 
sight of the big picture.” 

The business operates out of both 
Singleton and Maitland, but services the 
entire Hunter Valley and all New South 
Wales using their supplier network. 

Competing with the ‘big players’ in their 
industry, company director Geoff Foster 
states that their point of difference is,  
“…making sure that we put the needs of 
the customer first. Understanding their 
requirements lets HVS service them to a 
higher standard and be able to supply the 
right product for the job. Our customers 
trust us and keep coming back. Not just 
an order-taker, HVS goes the extra mile 
to make sure the product you select is 
right for your job and will last”. 

They stock and source a wide range of 
products, including pipe, RHS, Flat Bar 
and Angles. They also supply welding 
equipment, Colorbond products, BOC 
gasses and complement this with a 
friendly delivery and cutting service.   

They pride themselves on 
being a family owned and 
operated local business.  

PKF adviser David Jamieson 
has worked with the family 

for many years and has seen 
the business survive through 

tough times and thrive in  
the good. 

CLIENT PROFILE 

For more information head to www.hvsteel.com.au
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Take 5 with...  
Sarah Scott 

Tax Diary
JANUARY 2018
15 Tax return lodgement due date for taxable large/medium entities (generally those with income 

above $10m) other than individuals. Any tax payable is due 1 December 2017.

15 Tax return lodgement due date for taxable head company of consolidated groups (including new 
registrants) that has a member deemed a large/medium entity in the latest year lodged, unless 
the return is required earlier. Any tax payable is due 1 December 2017.

21 Due date for lodgement and payment of December 2017 monthly BAS and IAS for taxpayers 
with income above $10m. A concession to 21 February is available if income below $10m and 
lodging electronically.

28 Due date for December 17 quarter Superannuation contributions.

FEBRUARY 2018
28 Due date for lodgement and payment of December 2017 quarter BAS (concessional date for all 

taxpayers).

28 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.

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.

Due date for tax return lodgement and tax payment for new registrant Self-managed 
Superannuation Funds.

MARCH 2018
21 Due date for lodgement and payment of February 2018 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.

BUSINESS DEVELOPMENT & MARKETING MANAGER, PKF

Q  What was your first job? 

A  My first paid job was as a sales assistant at 
British Home Stores in Cardiff, Wales, UK. 
But, my most interesting jobs came when I 
was doing work experience and managed 
to secure a spot as a runner on the ‘Trisha’ 
show. Now, most Australians would have 
memories of Trisha Goddard as a presenter 
on Playschool but, in the UK, she was 
one of the first presenters of a ‘Jerry 
Springer’ style show, talking to the dregs of 
society, conducing DNA tests to discover 
the paternity of feral kids, and generally 
showing us that our lives aren’t all that bad 
in comparison! Interesting, is the only word  
I could use to describe it!

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

A  My husband, Ben. With a 16-month old 
daughter and not a lot of family close-by, 
I honestly can’t remember the last time 
we went out for dinner! Gone are the days 

where dinner dates were a casual thing,  
they now have to be planned like a military 
exercise (lucky Ben is in the Royal Australian 
Navy). In terms of where we’d go, we’ve only 
lived in Newcastle for six months, so have 
heaps of places to explore and experience!

Q  Name three words to describe yourself…    

A  Loyal, honest, determined.

Q  What do you love most about your job?    

A  My job is quite unique in an accounting firm as 
I get to work with everyone internally as well as 
our clients. I love the comradery and sense of 
being part of a great team that working with so 
many people brings.

Q  Do you have a career highlight so far?

A  Every day my job gets better and better but I 
truly believe that the best is yet to come….
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