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SUMMMER

WITH CHRISTMAS LESS THAN A MONTH AWAY, AS ALWAYS, IT IS A TIME KNOWN 
FOR REFLECTION AS THE END OF THE YEAR FAST APPROACHES. FOR US HERE 
AT PKF, I WOULD LIKE TO REFLECT ON THE IMPORTANCE OF CORPORATE SOCIAL 
RESPONSIBILITY (CSR). CSR IS AN ESSENTIAL PART OF A BUSINESS IN TODAY’S 
WORLD WHERE ACCOUNTABILITY, TRANSPARENCY AND SUSTAINABILITY ARE 
PARAMOUNT. PKF IS NOT ONLY DEVOTED TO CSR BUT OUR TEAM IS TOO, BEING 
INVOLVED IN MANY CHARITIES AND NOT-FOR-PROFIT (NFP) ORGANISATIONS 
EXTERNALLY AS WELL.

Recently, I had the pleasure of meeting Lauren Parker. It’s hard to beat Lauren’s story of resilience 
after a freak training accident caused horrific spinal injuries. Lauren is an inspirational, young, elite 
paratriathlete and former professional triathlete, who, faced with adversity, has risen above the 
challenges to not only succeed in her chosen sport but life in general. PKF Sydney & Newcastle is 
extremely proud to support Lauren and the wonderful support team around her on the journey.

Following on from this, it is good to see some action from the government as water is finally 
on the way for regional communities in New South Wales ravaged by drought and bushfires. 
The state government is set to announce a $50 million funding boost to truck drinking water 
to drought-stricken areas. As always, our thoughts are with those on the land as they continue 
to face some of the toughest conditions on record over the past three years. We encourage all 
readers to continue to think about how we can support various relief campaigns and get behind 
the farming community and those affected. In line with this, during this devastating time, let us also 
acknowledge the incredible work of our emergency crew, firefighters, police, SES, ambulance, our 
friends at the Westpac Rescue Helicopter Service, volunteers and so many more who have fought 
tirelessly to save homes, land, animals and people. The word hero gets used liberally these days 
but these people are genuine heroes that I encourage all to get behind and support.

For business owners, in this edition of Pulse, we discuss everything from the timings of when is an 
ATO debt really written off, the benefits of outsourcing to the current scam duping the business 
world and the necessity of using technology to improve your business. 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 ways – from driving sales growth to identifying cost savings 
and efficiencies. At PKF, we collaborate openly and share our local expertise to enhance our 
national knowledge for you, to ensure our teams around Australia can assist in ascertaining how 
your business can be more efficient and agile, which includes the adoption of technology, in order 
to drive your business forward.

On a broader scale, from an economic point of view, there is currently a mixed view in the business 
sector as to how business is – some are doing well, whilst others are still being challenged. 
Business confidence and performance in the Hunter continue to fall, though, on a positive, the 
Hunter’s unemployment rate has dropped to its lowest level since 2013, accompanied by a rise  
in workforce participation, especially among women and older people. 

Moving to our people, I’d like to extend a huge congratulations to Senray Loy, 
one of our Business Recovery & Insolvency Senior Managers, as our Employee 
of the Quarter. Senray is always on hand to help his team to which he is an 
excellent mentor. His work is always of the highest quality and is always done 
with little fanfare. He is a fantastic member of the PKF team, and we are very 
proud of him as he continues to grow professionally, being an integral and 
instrumental part of the firm. 

On behalf of PKF, I would like to express our sincerest gratitude for your support throughout 2019. 
It is something we do not take for granted as we continue to strive to deepen our relationships 
with all that we work with and support. Wishing you, your family and teams all the very best for 
Christmas and a prosperous New Year! 

Stay safe and may 2020 bring prosperity and much needed rain!

Steve Meyn

Managing Director
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Partner  I  Darren Shone

So, the message is fairly clear – just because the ATO stops chasing  
or the debt no longer appears on your account does not mean the  

debt will not reappear when circumstances change.

“A DEBT THAT IS UNECONOMICAL 
TO PURSUE CAN ALWAYS 
BE PURSUED AT A LATER 
DATE DEPENDING ON THE 
CIRCUMSTANCES” ASSISTANT 
COMMISSIONER MICHAEL 
ZEITLHOFER IS QUOTED 
AS SAYING. AND, IT IS THIS 
SENTIMENT THAT HAS COME 
BACK TO BITE FOR MANY 
AUSTRALIANS WITH AUSTRALIAN 
TAXATION OFFICE (ATO) DEBTS 
THAT THEY BELIEVED HAD BEEN 
WRITTEN OFF.  

It is the underlying policy of the ATO 
that the only way to have a tax debt 
cleared is to pay it, it becomes not 
recoverable at law, or if you obtain a 
formal release (in whole or in part) of the 
debt by following a specific debt waiver 
application that is approved by the ATO 
or by the Finance Minister.

Many are surprised to know that the 
statute of limitations does not apply to 
Commonwealth liabilities (the statute 
of limitations is a State based act of 
law). The Commissioner’s powers 
and obligations are governed by the 
Public Governance, Performance 
and Accountability Act 2013 (Cth). 
This Act imposes a positive duty on 
the Commissioner to pursue each 
debt they are responsible for. The 
Commissioner does not have any 
power to “write-off” taxation liabilities 
in a commercial sense. But on the 
other hand, the Commissioner has no 
obligation to pursue recovery of a debt 
at all costs. If they are satisfied it is not 
legally recoverable, they can stop the 
pursuit. Common examples are the 
bankruptcy of a debtor. Or when a 
company is wound up in insolvency. The 
Commissioner may deem that a liability 
is uneconomic to pursue and cease 
active recovery action. However, that 
liability remains on the Commissioner’s 
books. So, any future credits to which a 
taxpayer may become entitled may be 
applied in reduction of it.

The Commonwealth Ombudsman 
has received complaints in relation to 
re-raised tax debts. In these cases, 
complainants said that they were not 
aware that a written-off debt was 
recorded against them and could be 
re-raised. In some cases, taxpayers were 
asked to pay general interest charge 
(GIC), a daily compounding penalty 
interest rate, applied back to the write-off 
date. In others, the GIC amount was 
remitted automatically. In one complaint 
investigated, debts dating back over 25 
years and written-off over 12 years earlier 
had been re-raised and charged interest 
for the write-off period.

So, the message is fairly clear – just 
because the ATO stops chasing or the 
debt no longer appears on your account 
does not mean the debt will not reappear 
when circumstances change. It is possible 
to have debts released on the grounds of 
serious (financial) hardship and, at PKF, 
we have had success in having a formal 
release applied in many cases so that the 
debts cannot be re-raised when things 
turn around. 

If you have any concerns 
regarding tax debts and what 
is required for a formal release, 
please contact us.

The confusion arises as the Commissioner 
has a practice of not pursuing tax debts 
they consider are not economic to recover 
- a term they refer to as a “debt write-off”. 
Such a decision, however, is not a formal 
release of a debt. The debt may disappear 
from all ATO accounts and the debt is no 
longer chased. However, the debt still sits 
in the ATO system waiting to be reinstated.

The Commonwealth Ombudsman issued 
a report on ATO debt collection practices in 
March 2009 stating:

“The term ‘write-off’ is confusing for 
taxpayers. Unlike the commercial meaning 
of the term, it only reflects a decision 
not to pursue the debt for a period of 
time and can be reversed if and when 
the ATO considers that the person’s 
circumstances have changed. The main 
trigger for the ATO deciding that a person’s 
circumstances have changed is if the 
taxpayer submits a tax return which results 
in a credit of $500 or more.”

In the year ended 30 June 2008, the ATO 
re-raised 7,070 income tax debts totaling 
almost $105 million. While most of these 
debts had been written-off in the same 
year, others had been written-off as far 
back as 1986. In the year ended 30 June 
2007, the ATO re-raised written-off debts 
incurred as far back as 1982.

When Is An ATO Debt  
Really Written Off?

TAXATION
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After the Special Purpose Financial Statements removal, the veil of reduced 
reporting is lifted, and financial information will become publicly available. 

Many mum and dad companies believe this is a privacy risk.

Riding The 
Rollercoaster Of 
Financial Reporting 
Reform In Australia

Hayley Keagan  I  Technical DirectorAUDIT & ASSURANCE 

REFORM IS UPON US AND SOME OF 
THE FOLLOWING TOPICS MAY HAVE 
SOME IN A HEAD SPIN!

• Ending Special Purpose Financial 
Statements (SPFS)

• Disclosing extent of compliance with 
Australian Accounting Standards (AAS)

•   Moving to consolidated financials 

•  A new reduced disclosure standard

It’s all moving too fast for some.  

Most financial report preparers have 
recently gone through a transition to new 
requirements for financial instruments, 
revenue and leasing. Now we all need to get 
across the next suite of changes – which are 
coming through at velocity. 

AASB requirement for additional 
disclosures for SPFS
Recent push back has seen the Australian 
Accounting Standards Board (AASB) retract 
the proposed requirement to disclose the 
extent of compliance with AAS for SPFS. 
This follows overwhelming feedback from 
stakeholders that the change was excessive, 
time consuming and be of little consequence 
to those using financial statements. 

Whilst drafting the proposed changes, the 
AASB became aware that the requirements 
had become more burdensome and 
overengineered with exceptions and guidance 
which left many readers confused.

Another issue voiced was that the 
requirements would be in place for one year 
only where a business will need to move to 
general purpose financial statements (GPFS) 
from 30 June 2021 anyway; thus, anticipating 
little value from the changes. 

It seems the AASB tried to achieve their wish 
list, however, there is not enough time to 
fully grasp the impact for a one-year benefit 

while financial report users are already battling a 
barrage of other accounting standard changes. 

Moving to GPFS
The big project underway at the AASB is the 
removal of SPFS. The project is moving ahead 
quickly and the AASB is currently requesting 
responses to the proposed changes that impact 
for-profit entities. 

The changes have been discussed in previous 
Clarity editions but the largest issue for some 
is that consolidation will need to be applied 
in accordance with AASB 10: Consolidated 
Financial Reports. 

Currently, several large groups in Australia are 
lodging only single entity financial statements 
for the head group. Subsidiary businesses 
within the group may be exempt from lodging 
altogether which results in financial information 
regarding the groups trading not being made 
publicly available. After the SPFS removal, the 
veil of reduced reporting is lifted, and financial 
information will become publicly available. Many 
‘mum and dad companies’ believe this is a 
privacy risk. 

The problem with this concern is that it is not 
something the AASB can fix but is an issue with 
reporting requirements under the Corporations 
Act. Businesses facing this issue have no way 
to avoid the inevitable and will need to start 
preparing and lodging their consolidated financial 
reports on the public record. 

The reason why consolidation cannot be avoided 
is due to it only being possible under the SPFS 
framework. It is an unintended consequence of 
the AASB’s project to streamline the financial 
reporting framework in Australia. Whilst 
unintended, it may be the best outcome as it 
creates a level playing field for all businesses with 
a requirement to lodge.  

Should you wish to explore the options 
above further, please contact your local 
PKF office.

Moving your financial records to 
group consolidation can be a difficult 

and timely exercise. It is important 
to plan ahead and be ready for the 
change well before the June 2021 

reporting season hits.



Offshoring can avoid the ancillary costs of local employment such as 
premises, technology infrastructure, taxes and employment on costs.  

The cost of offshore resources is all inclusive.

SYDNEY BUSINESS ADVISORYPartner  I  Anthony Sullivan

THE BUSINESS PROCESSING 
OUTSOURCING (BPO) INDUSTRY 
HAS GROWN SIGNIFICANTLY 
OVER THE LAST FIVE YEARS, IT 
IS EXPECTED TO REACH $343.2 
BILLION IN GLOBAL ANNUAL 
REVENUES BY 2025.  

Outsourcing is no longer being leveraged 
only by large enterprises. Offshoring 
human resources and processes is 
attainable and very attractive to small and 
middle-market businesses. Here’s why.

1    Technology
Cloud based technology has changed 
the way businesses operate. It has 
facilitated efficient data storage, 
communication and delivery of software 
as a service. The cloud allows 24/7 real 
time access from anywhere in the world 
to whatever part of your business you 
choose to share. 

Most BPO providers are specialists in 
understanding the right technology for 
delivery of the right outcome. The right 
provider will have technology solutions 
that are proven to suit your business 
needs.

2    Access to global human 
resources

Specific skill sets & populations around 
the globe vary significantly. BPO centres 
focus on establishing delivery of a service 
where there is an abundance of the 
necessary skills to provide that service. 
For example, in Australia, we have a 
shortage of accountants. India has five 
times as many qualified accountants as 
Australia with a very high level of skill, 
and so is the chosen location for many 
BPO offices that deliver accounting & 
technology services.

3    Efficient allocation of your 
resources

A shortage of a skill will lead to a high 
cost of engaging that skill. Many business 
owners do not consider that, on top 
of the high local labour cost, there are 
additional costs of employing local human 
resources. Offshoring can avoid the 
ancillary costs of local employment such 
as premises, technology infrastructure, 
taxes and employment on costs. The 
cost of offshore resources is all inclusive.

5 Reasons Why You Should 
Consider Business Process 
Outsourcing (BPO)

4    Let’s focus on what matters 
most

As businesses grow, they are at risk of 
losing focus on the reasons why they 
chose to go into business in the first 
place. This often means their product or 
service quality will decline as the owners 
and operators try to manage the people, 
systems and processes that they are not 
necessarily skilled at managing. BPO 
service providers often have industry-
based solutions for people, technology, 
systems and procedures that are proven, 

pkf.com
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“Cloud based technology 
has changed the way 

businesses operate. It has 
facilitated efficient data 

storage, communication and 
delivery of software as  

a service.” 

removing the angst of trial and error, 
allowing management to focus on the 
core competencies of the business.

5    Provides scale & flexibility 
Businesses growing quickly need to 
access resources and implement robust 
systems quickly as they grow. BPO 
can offer a depth of resources and 
proven systems that can be very quickly 
implemented to support the growth of 
your business.

PKF has an office of 80 staff 
servicing medium sized businesses 
across many industries, ready to 
support you and your business. 
Please contact Anthony Sullivan 
aullivan@pkf.com.au in the 
Sydney office to hear how you can 
take advantage of this valuable 
resource.



ATO’s Recent 
Investment Strategy 
Crackdown On SMSFs

If your SMSF is heavily invested in one asset or a single asset class,  
you need to review your current SMSF investment strategy to make sure  

it properly documents the basis for your decision to hold a significant  
asset in your SMSF which may lack liquidity and diversification. 

DURING THE MONTHS OF AUGUST 
AND SEPTEMBER, THE AUSTRALIAN 
TAXATION OFFICE (ATO) CONTACTED 
APPROXIMATELY 17,700 SELF-
MANAGED SUPER FUND (SMSF) 
TRUSTEES AND THEIR AUDITORS 
WHERE THEIR RECORDS INDICATED 
THAT THE SMSF MAY BE HOLDING 
90% OR MORE OF ITS FUNDS IN 
ONE ASSET OR A SINGLE ASSET 
CLASS. 

The ATO is concerned that some 
trustees haven’t given due consideration 
to diversifying their fund’s investment 
strategy and are subsequently placing 
the fund’s assets at risk. A lack of 
diversification can expose an SMSF 
and its members to unnecessary risk if 
a significant investment fails and may 
also be in breach of the investment 
strategy requirements as prescribed 
under superannuation legislation. If 

SUPERANNUATION Daniel Clements  I  Principal

pkf.com
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objectives and expected cash flow 
requirements;

• The liquidity of your investments, 
meaning the ability of your fund to pay 
benefits as members retire and pay 
other costs incurred by your fund; and

• Whether to hold insurance cover for 
one or more members of your SMSF.

The ATO has confirmed simple 
documentation can constitute the 
sufficient evidence auditors require to 
satisfy themselves that the trustees have 
complied with their obligations regarding 
the SMSF investment strategy.

Dana Fleming, the Superannuation 
Assistant Commissioner for the ATO, 
advised at a recent SMSF conference 
that a simple trustee minute or some 
other kind of addendum to the 
investment strategy that acknowledges 
the reasons why the trustees have 
decided to invest their super primarily in 
a single asset would be sufficient. For 
example, ‘I have invested in property 
because I believe it has long-term 
growth and is suitable for my retirement 
objectives’.

She also clarified that the ATO has 
no right to say whether trustees are 
making a good or bad investment 
decision, however, they are looking for 
acknowledgement of the associated risk. 

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.

For more information, please 
contact the Super team today  
on (02) 4962 2688.

SMSF trustees are found to be in breach 
of this requirement by the ATO, they 
may attempt to impose penalties on the 
SMSF trustees.

Although this was a targeted campaign 
to address funds heavily invested in 
properties, particularly those with limited 
recourse borrowing arrangements 
(LRBAs), the ATO has advised they 
may expand their target audience in the 
future.

Preparing for the year end audit of 
your SMSF 
If your SMSF is heavily invested in 
one asset or a single asset class, you 
need to review your current SMSF 
investment strategy to make sure it 
properly documents the basis for your 
decision to hold a significant asset in 
your SMSF which may lack liquidity and 
diversification. 

As part of this, ensure the investment 
strategy complies with Regulation 
4.09 of the SIS Act. You need to show 
evidence in your investment strategy 
of how you considered the following 
specific areas:

• Diversification of your fund’s 
investments;

• The risks associated with inadequate 
diversification within the context of 
your SMSF’s investment portfolio;

• The making, holding and realising, and 
the likely return from your investments 
having regard to your retirement 



A business’ reputation is one of its greatest assets and can be severely 
damaged by being associated with activities and practices that break 

the law and do not meet community expectations.

Wage Underpayment In 
Australia

overall returns to owners and investors alike. 
Paying correct wages and entitlements is 
one of many components of an engaged 
workforce.

Employers need to also consider the 
cash flow cost of not correctly paying 
employees – recently Made Entertainment 
Group was required to pay staff $7.8m 
which represented underpaid wages and 
superannuation contributions. Payments 
of this magnitude may bring into question 
the financial capacity and resources of an 
organisation faced with a similar scenario.

A business’ reputation is one of its greatest 
assets and can be severely damaged 
by being associated with activities and 
practices that break the law and do not 
meet community expectations. Many of 
the entities that have been reported in the 
media recently for wage theft have and will 
suffer reputational damage for some time to 
come.

What to do next: if you have 
any doubts about meeting your 
obligations as an employer contact 
your local PKF office to discuss your 
circumstances and the systems and 
processes that you have in place.

pkf.com
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Principal  I  Tom Lesnikowski BUSINESS RECOVERY & INSOLVENCY

UNDERPAYMENT OF WAGES OR AS 
IT IS MORE COMMONLY REFERRED 
TO BY THE MEDIA, “WAGE THEFT”, 
HAS BECOME A PRESSING ISSUE 
IN THE AUSTRALIAN ECONOMY 
AND COMMUNITY IN RECENT 
YEARS. SOME COMMENTATORS 
HAVE DESCRIBED IT AS A BEING 
A COMMONPLACE BUSINESS 
MODEL.

Most recently supermarket giant 
Woolworths has admitted to underpaying 
staff by as much as $300m over a 
period of up to 10 years. Woolworths is 
not the only large corporate to confess 
to underpayment of wages. Others 
include the ABC, Bunnings, Super Retail 
Group, Commonwealth Bank, Rockpool 
Dinning Group and even the 2018 
Commonwealth Games – the list goes 
on.

What Characterises Wage 
Underpayment
Wage underpayment is not just limited 
to incorrectly paying ordinary wages or 
earnings but can extend to a variety of 
entitlements such as penalty rates for 
overtime, superannuation obligations, 
leave entitlements, allowances, meal and 
other breaks, commissions and other 
employment benefits.

Employer Obligations
It goes without saying that employers 
have a legal obligation to pay their 
employees in the correct manner. 
Those obligations come about as a 
result of Federal, State and Territorial 
laws, Employment contracts, Awards, 
Industrial Agreements and decisions 
handed down by workplace tribunals.

It is important for all business owners to 
have a thorough understanding of the 
basis on which their staff are employed 
and more importantly the systems 
and procedures that are in place with 
the records necessary to accurately 
reflect and calculate rates of pay and all 

entitlements. These systems should be 
regularly tested along with random audits 
to ensure ongoing compliance with your 
obligations as an employer.

The Fair Work Ombudsman can seek 
to prosecute companies and individuals 
for breaches of the Fair Work Act “the 
Act”. In a recent decision, the following 
penalties for failure to pay correct wages 
and maintain adequate records were 
imposed:

• $200,000.00 against the corporate 
entity;  

• $30,000.00 against the company’s 
sole Director; and

• $13,000.00 against the company’s 
Operations Manager. 

As can be seen from the penalties above, 
the penalty for breaching workplace law 
can extend to third party individuals if 
they were involved in the contravention of 
the Act.

Business Effect
Business success comes from many 
sources and it is no secret that an 
engaged and happy workforce will drive 
increased productivity and therefore 



Using Technology To Improve 
Your Business

Daniel Smith  I  DirectorPKF CENTRAL COAST

Business owners acknowledged that technological trends will have a 
big impact in the future, however, two-thirds of all businesses believe 

that they have knowledge and skills gaps when it came to using 
technology to improve their business.

• Use an online invoicing service to reduce the costs of 
collecting payments from customers;

• Use online budget tracking to keep on top of and reduce your 
expenses;

• Create a new income stream by selling your products or 
services online;

• Use accounting software to streamline your business 
finances;

• Share digital files with us to enable more timely reporting and 
financial analysis, giving you better information to make better 
business decisions;

• Use time sheets/time tracking software for mapping out 
where time is spent, by whom. This analysis is great for 
accountability, process improvement, streamlining and 
productivity;

• Use project management and task management tools to stay 
on top of your daily business responsibilities;

• Create a digital filing system to make it easier to sort, save, 
share and find documents;

• Mobile Working and Telecommuting, increasing efficiencies; 
and

• Go paperless to save money on supplies and storage while 
reducing your carbon footprint.

PKF Central Coast clients received great results 
assisting many of our clients use technology to improve 
their automated finance function, to significantly reduce 
the time spent on medial administrative tasks and to 
significantly enhance the reporting capabilities. Through 
our approach we will pinpoint the key frustrations of 
our clients and find solutions to eliminate the issues or 
create efficiencies via the help of technology. 

pkf.com
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YOU WILL HAVE ALL NO DOUBT SEEN HOW 
TECHNOLOGICAL CHANGES HAVE IMPACTED YOUR 
BUSINESS OVER THE LAST FEW YEARS.

Ongoing developments in technology, such as artificial 
intelligence and the global marketplace will continue to have 
an impact on the way we do business over the next decade 
and knowing how to make the most of the advancements will 
be key to the success of your business.

In a recent survey of accountants conducted by MYOB 
(accounting software providers) a majority of business owners 
acknowledged that technological trends will have a big 
impact in the future, however, two thirds of all businesses 
believe that they have knowledge and skills gaps when it 
came to using technology to improve their business.

Overwhelmingly, according to the same survey, only a small 
number of accountants felt that they are comfortable with 
advising and assisting their clients with technological change 
and the impacts that it is having on their clients’ businesses.

At PKF, we are seeing first hand the impact technology is 
having for our clients, and seeing how it is helping our clients 
eliminate room for error, as well as perform tasks that would 
originally take them away from growing their business, but 
now moving in a way that’s complementing their business.

Business owners and managers must know the importance 
of technology in business, and they need to plan on how to 
use it well so that they increase the Return on Investment 
(ROI).

Businesses can use technology in improving all aspects 
of their business, manufacturing, identifying inefficiencies, 
identifying customers & markets, customer care, logistics, 
human resource management, communication, services or 
product improvement, etc.

However, for a business to get the best out of technology, 
they must plan and manage this technology very well.

Some examples of where we can use technology to improve 
the finance function and increase efficiencies within your 
business include:



Assistant Manager  I  Chunhoe Tan CORPORATE FINANCE 

As a benchmark, revenue growth rate plus profit margin should 
exceed 40%. Young companies are expected to beat that mark with 

rapid growth. More mature companies, where growth has tapered off, 
expect to grow profit margins to hit their metrics.

SaaS Under The Spotlight
RECENTLY, QUESTIONS HAVE BEEN 
RAISED ABOUT THE SKY-HIGH 
VALUATIONS OF SOFTWARE-AS-A-
SERVICE (SAAS) BUSINESSES AND 
THEIR COMPARATIVE LACKLUSTRE 
PERFORMANCES. IT’S IMPORTANT 
FOR COMPANIES TO UNDERSTAND 
THE KEY DRIVERS BEHIND THESE 
VALUATIONS IN ORDER TO BETTER 
POSITION THEMSELVES IN FRONT 
OF INVESTORS AND FINANCIERS. 
IT’S ALSO IMPORTANT FOR 
POTENTIAL INVESTORS OR 
ACQUIRERS OF SAAS BUSINESSES 
TO VALUE THESE COMPANIES 
MORE APPROPRIATELY.

SaaS businesses typically charge 
customers a recurring licence fee for 
the right to use a software product. 
SaaS businesses typically have large 
upfront development and maintenance 
costs. However, they also anticipate 
significant economies of scale as the 

number of customers increases. This 
is shown in Chart 1.  It’s allowed SaaS 
businesses to attract high valuations 
when compared to traditional 
industries. 

This scale-up dynamic has also led 
to several businesses marketing 
themselves, perhaps optimistically, 
as SaaS or technology businesses 
to seek favourable valuations. 
For example, The We Company 
(previously called Wework) planned 
an initial public offering (IPO) at a 
reported valuation of $47 billion while 
still unprofitable. That valuation sought 
was more than 12 times the value 
of a core competitor, IWG plc which 
operates under the Regus brand. By 
contrast, IWG had reported profit for 
the half year period of £295m in its 
most recent interim report. IWG is 
listed on the London Stock Exchange 
and was founded 30 years ago.  

WeWork is the most recent company to 
market and value itself as a version of a 
SaaS business although its core business 
can be characterised as real estate. 
This resulted in a withdrawn IPO and 
was replaced by funding from existing 
investors.

PKF has supported technology and 
SaaS businesses to undertake various 
transactions, including capital raising, 
business sales and acquisitions. The 
following key learnings may help you to 
get the best outcome:

 Exponential revenue:  valuation of SaaS 
businesses is highly reliant on forecast 
revenue growth rates. As seen in Chart 
2, our analysis indicated that valuation 
multiples increased as companies 
demonstrate high revenue growth rates. 
Revenue growth rates are typically the 
largest driver of valuation with higher 
revenue growth representative of profits  
in the near future.

 Balancing growth and profitability:  
as a benchmark, revenue growth rate 
plus profit margin should exceed 40%. 
Young companies are expected to 
beat that mark with rapid growth. More 
mature companies, where growth has 
tapered off, expect to grow profit margins 
to hit their metrics. The “Rule of 40” is 
commonly used as a high-level gauge 
on the performance of SaaS companies 
by venture capitalists and growth equity 
providers, to help measure the trade-offs 
of balancing growth and profitability. 

 Understand and articulate the 
market:  like most growth companies, 
SaaS companies are usually seeking 
growth in markets where strong share 
is not yet developed or captured, and 
through product features that are under 
development. As part of any transaction, 
it is important to illustrate how companies 
intend to increase revenue through new 
product launches or capturing new 
markets. The more clearly companies 
can illustrate how they will win market 
share and position the strengths of 
their technology features, the higher the 
likelihood of achieving a strong valuation.

We can assist you to how best 
position the business for a potential 
transaction and capture best value.

  Chart 1 – SaaS Business & Economies of Scale

Chart 2 – Revenue Multiple vs Revenue Growth
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PKF’s Annual Breast Care 
Fundraiser Breakfast 
Raises $25,000
“I WAS FEELING LIKE I WAS A HOUSE PLANT, I COULDN’T DO ANYTHING, BUT NOW I FEEL AS THOUGH MY LIFE 
IS TAKING OFF AGAIN”, WERE THE WORDS OF THE INCREDIBLY POSITIVE AND UPLIFTING BREAST CANCER 
PATIENT, TRACEY DUNN, WHO DEEPLY MOVED AND INSPIRED OVER 320 PEOPLE IN ATTENDANCE AT THE 
ANNUAL BREAST CARE FUNDRAISER BREAKFAST AT WESTS, NEW LAMBTON.

Tracey, supported by an amazing panel consisting of her surgeon Dr. Stephen Cox, oncologist Dr. Hiren Mandaliya and breast 
care nurse Helen Moore, reminded the audience to not sweat the small stuff and don’t take things for granted when interviewed 
by the Breakfast’s MC, Natasha Beyersdorf.

The incredible bond between Tracey and her multidisciplinary breast cancer team was obvious to all, as Tracey’s optimistic spirit 
shone through and she spoke about the tenuous experience that affected her both physically and mentally. She was able to 
persevere because of the support of those around her and the information she was given.

A huge thank you to our major sponsors, raffle donors, guests, staff in attendance and our own wonderful team who work 
tirelessly to organise this event. The breakfast raised a huge $25,000 taking the grand total over the last 13 years to more than 
$258,000.

Without your support, this event would not be possible. Every dollar raised will remain in the Hunter to support the ongoing 
education and training of our local breast care nurses. Let’s fight breast cancer together!



PKF Sydney’s 
Annual Golf Day
OVER 100 GUESTS WERE BACK AGAIN AT MOORE PARK FOR THE PKF 
SYDNEY ANNUAL GOLF DAY. 

The day (as always) was a hole in one, with the sun shining albeit a bit of wind 
around supposedly carrying some golf balls adrift! Our very own Chris Weatherall 
was in the winning Scratch team, as well as Boris Kresic in the Handicap winning 
team.

As per tradition, the day ended with some great food 
and a raffle, with over $2000 raised and donated to 
AMP CAMP.

AMP CAMP is an initiative of Amputees NSW, a charity 
run solely by volunteers for Australian youth living with 
amputation, limb loss and limb difference.
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Over $2000 Raised!



PKF INTEGRITY Managing Director  I  David Morgan
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BUSINESSES ACROSS THE WORLD ARE BEING BOMBARDED 
BY A RANGE OF CYBER SCAMS, WITH ONE OF THE MOST 
PREVALENT BEING BUSINESS EMAIL COMPROMISE (BEC), 
ALSO KNOWN AS ‘CEO FRAUD’. BETWEEN OCTOBER 2013 
AND MAY 2018, MORE THAN $12 BILLION IN DOMESTIC AND 
INTERNATIONAL LOSSES WERE ATTRIBUTED BY THE FBI TO 
BEC SCAMS.

It has been found that an average of five BEC scam emails has 
been received by businesses in the last 12 months; a 17 % chance 
of receiving at least one BEC email per month. In the previous 12 
months an organisation would have received an average of four 
BEC emails per month.

So, what should your organisation be doing to minimise this and 
other cyber related risks?

What is BEC?
BEC scams generally occur when a hacker gains access to a 
business or a business’ supplier’s email account and mimics a 
legitimate email address using a domain similar to the targeted 
business’ actual domain. The cyber criminal then sends a 
fraudulent email impersonating the CEO or CFO of their target, 
usually to someone in the finance department who manages 
money or another senior staff member, instructing that an amount 
of money needs to be urgently transferred to a nominated bank 
account. Often, emails will purport to be from a supplier requesting 
a change to its bank account number and instructing that any 
future invoices should be paid into the new account. A range of 
apparently justifiable reasons may be given for the change, but 
if accepted, payments will then start to be paid into the cyber 
criminals’ bank account. Often, the cyber criminal and associated 
bank accounts are based in foreign jurisdicitions and this makes it 
difficult to track and recover lost monies.

What does this mean for business?
It appears that employees are unlikely to be liable for losses 
incurred due to making a payment to a cyber criminal particularly if 
they acted in good faith and in the belief that they were following a 
lawful instruction from someone in authority. The fact that they failed 
to question a payment request may also be compounded by a lack 
of training and awareness provided by the employer about what 
should be done when such requests have been received. 

Testing these principles is a company in Scotland, Peebles Media 
Group, who is suing a former employee for being negligent and 
breaching the duty to exercise reasonable care as a result of 
transferring nearly £200,000 to a BEC fraudster. The employee 
claims that the company never provided training about online 
fraud. The outcome of this case will set important precedents 
about employee and employer obligations and duties of care when 
dealing with specific cyber crime incidents and the risk generally.

What needs to be done?
All the evidence supports the fact that the incidence of the BEC 
scam and associated financial losses are increasing significantly. In 
terms of sophistication, it has been characterised as ‘…a relatively 
low-tech type of financial fraud, but it has proved to be a high-yield 
and lucrative enterprise for scammers.’

There is a range of technological, procedural and awareness 
measures that can be undertaken to effectively deal with this risk. 
One of the key mitigating measures is as unsophisticated as the risk 
itself and that is to increase employee vigilance through appropriate 
training and education; especially about the existence of the latest 
threats and how they work, adopting a questioning mindset and 
establishing a culture of group responsibility for mitigating the risk.

PKF is providing a series of Integrity Forums across 
Australia to discuss the challenges facing organisations 
when it comes to dealing with cyber fraud. If you would like 
to learn more about these forums, please contact the PKF 
Integrity team. 

BEC scams generally occur when a hacker gains access to  
a business or a business’ supplier’s email account and mimics  

a legitimate email address using a domain similar to the targeted 
business’ actual domain.

Business Email Compromise:  
The Scam Duping Businesses

Japan 1%
Singapore 2%Hong Kong 2%Netherlands 2%

Canada 2%

Germany 3%

Belgium 3%

Australia 11%

United Kingdom 26%

United States 39%

Figure 1 –  
Top 10 BEC victim regions, July 2018 – June 2019
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A business strategy will facilitate decision making within your business 
so you’re focusing your time and efforts on achieving your goals  

and getting to where you want to go.  

The Importance Of Strategy 
And Alignment Across The 
Business
WHERE ARE YOU NOW, WHERE DO 
YOU WANT TO BE AND HOW ARE 
YOU GOING TO GET THERE?
Every business needs a strategy – it is 
essential for growth and sustainability.  
Without a well-defined strategy, the path to 
achieving goals is not clearly defined and the 
business will lack direction, alignment and 
efficiency.

An effective business strategy is a 
documented plan on how the business is 
going to achieve its goals. It should clearly 
identify the direction your business is headed 
and create cohesion within the business to 
achieve these goals.  

When developing a business strategy,  
engage key people within the business  
and reflect on where you want your  
business to be in 12 months, five years  
and 10 years time. The business strategy 
should outline why you want to achieve  
these goals and how you are going to  
get there.

The main objectives of having a business 
strategy include:

1     Alignment across the business –  
 Are all people within your business 
working towards the same goals? 
A business strategy will help shape 
direction and provide clarity within  
your business. It is important that  
people in your business understand 
where the business is going and how 
they can contribute to achieving the 
business’ goals.

2     Creates a measure for success –   
A business strategy allows you to 
measure the success of your business 
against key strategic milestones.  
Are you seeing the results you hoped  
to achieve? If not, why? A business 
strategy enables the business time to 
understand how they are performing 
against competitors and allows the 

Principal  I  Rebecca Steltenpool NEWCASTLE BUSINESS ADVISORY 

business to better identify the areas  
for improvement.  

3     Increases adaptability –  It is 
important for a business to examine 
the broader changes in the market 
such as technology, consumer and 
political changes. How responsive 
is your business to change? A 
business will not continue to grow 
and succeed without understanding 
current issues and trends in the 
market. A business strategy helps 
to identify future risks and develop 
ways to overcome them. It also 
enables a business to assess its 
competitive advantage and identify 
new trends in the market.  

4     Facilitates decision making –   
Do you know where your efforts are 
best spent? Developing a business 
strategy is not about doing more 
work. A business strategy will 
facilitate decision making within 
your business so you’re focusing 
your time and efforts on achieving 
your goals and getting to where you 
want to go. 

It is important to understand that not all 
businesses get it right straight away. It is 
critical to continuously assess progress 
and realign your business strategy, so your 
business stays relevant to the future. You 
should revisit the business strategy at least 
annually.

Developing a business strategy can be 
a waste of money and time if we fail to 
implement. If you want to achieve your 
goals and succeed in business, the 
business strategy should be at the top of 
your priority list and ‘time poor’ should not 
be an excuse. You should also share your 
business strategy with someone who will 
hold you accountable and ensure you stay 
on track.  

PKF is regularly engaged to 
facilitate and establish strategic 
plans for businesses with 
clear milestones and assigned 
responsibilities to help drive 
success. If you would like any 
assistance, please get in touch 
today. 



SARAH AND JAMES ARE HAPPILY 
MARRIED WITH THEIR TWO YOUNG 
GIRLS LIVING IN THEIR FAMILY 
HOME IN NEWCASTLE. SARAH IS A 
MARKETING MANAGER AND JAMES 
IS A PLUMBER. THEY BOTH HAVE 
SUCCESSFUL CAREERS AND LIVE 
A BUSY ON THE GO LIFESTYLE 
WHILE CARING FOR THEIR YOUNG 
CHILDREN. TOGETHER THEIR 
TAKE-HOME INCOME IS $250K, 
HOWEVER, THEY’RE LEFT WITH 
ONLY $15K REMAINING IN SAVINGS 
EACH YEAR THAT IS CURRENTLY 
BEING SPENT ON OVERSEAS 
HOLIDAYS. IN ADDITION TO THIS, 
THEY HAVE ACCUMULATED A 
CREDIT CARD DEBT OF $12K.

This is where we come in 
Time is a commodity and with work 
and family to also consider finances are 
the last thing on your mind, that’s why 
PKF Wealth take on the responsibility of 
creating a framework for you to get back 
on track. We’ll help you claim back your 
spare time and structure your cash flow 
to better your position. Plus, we’ll do it 
without all the jargon – making it easy to 
understand the path towards financial 
freedom.

How did we help?
Sarah and James came to PKF Wealth 
after the realisation that their unconscious 
spending was starting to impact both 
their financial and lifestyle goals. As a 
couple, they take home a healthy income 
yet their cashflow was a mess leaving 
them with no surplus income to fall back 
on or to create financial independence 
for their family’s future. Being left with no 
savings has also forced them to use a 
credit card which has led them to further 
debt.

Reece from PKF Wealth met with Sarah 
and James to discuss and understand 
their financial & lifestyle goals and to 
work with them to create a strategy that 

Find out how one of our advisers helped a young 
couple achieve financial independence.

would see them kicking their goals and 
be back on track to creating financial 
independence. Sarah and James did 
not have a plan in place to build financial 
independence over the long term and as 
a result, are not where they had hoped 
to be financially. Reece understood 
their goals and designed a strategy that 
would see them realign their spending, 
pay down credit card debt, increase 
their super by $2 million at retirement 
compared to $800K, use equity from 
current home to help purchase an 
investment property, increase their 
travel funds by $5k per year, kickstart 
their children’s savings by $25K at age 
20 whilst ensuring all of the above is 
protected by the right personal protection 
plan.

The Silver Lining 
• Create Financial Independence 

(purchase an investment property, 
super)

• Pay off their home loan sooner

• Continue to travel without using credit 
cards 

• Savings fund for each child 

• Protecting their current and future 
lifestyle 
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PKF WEALTH: CASE STUDY

Transform Your  
Financial Future

Meet Sarah  
& James

The key is starting early and 
developing good financial habits in 
order to achieve lifestyle goals now 

and financial security later.
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The Challenge
Sarah and James live a lifestyle that they 
enjoy today and with stressful careers this 
is to be expected, however, this lifestyle 
has led them to unconsciously spend in 
a number of areas leaving them with no 
surplus funds to fall back on forcing them 
to use a credit card. Their spending has 
now started to affect their investment 
plans to create financial independence. 
Sarah and James had no idea how to get 
their spending under control and were 
not sure what the next step would be to 
ultimately create their ideal lifestyle. 

 CASHFLOW REVIEW:  It was 
important that Reece gained a thorough 
understanding of their current spending 
habits and worked closely with Sarah 
and James to understand their goals, 
when they wanted to achieve them and 
how much they were going to cost. After 
careful review and analysis, it was evident 
that they did not have the surplus cash 
to fund either their lifestyle or financial 
goals. This was a great starting point 
and allowed us to drill down into their 
spending, look at areas where spending 
could be reduced and how we could 
re-allocate these funds towards achieving 
their overall goals. As a result, the key 
was to use the new surplus cashflow and 
realign it to what they believe is of most 
importance to them.

 SUPERANNUATION:  Upon review 
of Sarah and James’s current 
superannuation funds we discovered that 
their current underlying investment within 
their super was not invested in a way 
that would allow them to achieve their 
financial independence goals. As a result, 
an alternate option was presented back 
to them that would see their investment 
grow in a way that would allow them to 
live their ideal lifestyle in retirement.

 PERSONAL PROTECTION:  Sarah 
and James were not fully aware of their 
insurance needs in order to protect their 
family’s current lifestyle. On review of their 
current insurances it was determined 
that their insurances across the board 
needed to be increased in the event of 
any unfortunate circumstances. 

5    Use the equity within their current 
home to purchase an investment 
property.

6    By reviewing and changing their 
underlying investments within their 
superannuation they will have 
increased their retirement savings 
to $2.8 million compared to $800K 
if they remained invested as they 
were.

7    Each child will have a savings 
kickstart of $25K each at the age 
of 20.

8    Their personal insurances will now 
completely cover them in any 
unfortunate circumstances to ensure 
their family remains protected.

1    Set up an automated banking 
structure that would help Sarah and 
James change their spending habits 
giving them a visual representation 
of where their money is being 
allocated to. This simple step takes 
the complexity of finances out of 
your hands achieving satisfaction as 
you see each goal balance increase 
week by week.

2    After a change in their spending 
habits, the new surplus funds will be 
directed towards paying down extra 
repayments on their credit card over 
a 12-month period.

3    If Sarah and James follow the plan, 
they will save $20K annually to 
travel with their family which is an 
important lifestyle goal for them.

4    Sarah and James will be able to 
make extra home loan repayments 
which will reduce their loan term by 
5 years.

The Real Value Of Financial Advice

The Solution 
Working with Reece, the following strategies have been implemented:

The Analysis

Your family is everything to you and ensuring they live a lifestyle less ordinary 
is something you aspire to, however, sometimes your career, consumer debt, 
mortgages and life, in general, can get in the way. That doesn’t mean you 
have to sacrifice the lifestyle you want to provide for your family – if you get to 
know your financial position, you can work towards eliminating financial stress 
and ultimately providing financial freedom for your family. Take control of your 
finances, and ultimately take control of your future.



PKF Sydney & Newcastle and Central Coast are member firms of the PKF International Limited family of legally independent firms 
and do not accept responsibility or liability for the actions or inactions of any individual member or correspondent firms.
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FIND US ON

Take 5 with...  
Daniel Velich

Tax Diary
JANUARY  2020

FEBRUARY 2020

MARCH 2020
21 Due date for lodgement and payment of February 2020 monthly BAS.

PKF TAX PRINCIPAL

Q  What was your first job? 

A  Cold Rock Ice Creamery.

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

A  Bill Gates. I have been watching his documentary on 
Netflix and the guy is a genius. It would be great to 
hear about his philanthropy. I would take him to a  
small diner in the USA to have an informal chat.

Q  What is a little known/interesting fact about you? 

A  I love getting outside and landscaping the backyard. 

Q What do you love most about your job?

A  I enjoy being presented with a problem and finding  
a solution for the client..

Q  Finish this sentence – if I wasn’t a Tax Principal,  
I would be…? 

A  A property developer.
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Sydney
T. 02 8346 6000

Melbourne 
T. 03 9679 2222

Brisbane
T. 07 3839 9733

Perth
T. 08 9426 8999

Adelaide
T. 08 8373 5588

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

Central Coast
T. 02 4367 8955

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 2019.

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 2019.

Due date for lodgement and payment of December 2019 monthly BAS and IAS for taxpayers 
with income above $10m. 

Due date for December 2019 quarter Superannuation contributions.

Due date for lodgement TFN report for closely held trusts if any beneficiary quoted their TFN to 
a trustee in December 2019 quarter.

Due date for lodgement and payment of January 2020 monthly BAS and IAS. Due date for 
lodgement and payment of December 2019 monthly BAS for taxpayers with income below 
$10m who lodge electronically.

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

Due date for tax returns for new registrant (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.
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