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welcome
WELCOME TO OUR WINTER EDITION
OF PULSE AS THE END OF ANOTHER
FINANCIAL YEAR CLOSES IN.
The Federal Budget handed down by the
Turnbull Government was very much aimed
at business owners, encouraging them to
invest in their businesses with a range of tax
and infrastructure initiatives. The bottom line
is that economic and employment growth
relies on the continued investment and
development of these businesses. These
initiatives are important and have, in general,
been welcomed by the business community.
We distributed our PKF Federal Budget
Report the morning after the Federal Budget
announcement, which outlined the various
proposed changes. On page three of this
edition of Pulse our Tax Partner, Darren
Shone, shares our team’s thoughts on the
Federal Budget.
Off the back of these proposed changes
and as we near the transition into the 2017
financial year it is an opportune time to take
stock of where things are at in your business
and reset your plans and goals for the
coming year. Previously we have highlighted
the importance of having your own goals
clearly identified and ensuring alignment with
your business goals. We call the approach
the PKF Future of Choice and in this edition
Andrew Beattie challenges us all around this.
On the economic front the results for Q1
2016 released at the start of June were more
encouraging than anticipated driven mainly
by net exports. It will be interesting now to
observe what the RBA does in regard to
interest rates. Many experts are expecting
rates to remain on hold for the time being,
but time will tell.
Also in this issue of Pulse, our specialist
advisers outline a range of issues affecting
business. As always, we encourage you
to discuss any specific issues you might
have or raise any questions with your Client
Relationship Manager.
Like all businesses, our biggest asset is our
people and it is great to see when our team
go above and beyond and are recognised for
this. Congratulations to Sarah Garland on her

Sarah Garland

Rebecca Steltenpool

Employee of the Quarter Award. Sarah’s efforts
and great client feedback saw her take this
quarter’s award. Congratulations also to Rebecca
Steltenpool on her winning project as part of
our PKF Business Leader Fast Track Program.
This Program has seen 15 of our young people
undertake various tasks, activities and projects as
part of their career development pathway. They
have worked individually and as a group with
world renowned consultant Keith Abrahams over
the past four months. The Program culminated
in a presentation by each participant of their
innovative project to a judging panel and awards
dinner with Rebecca taking out the winning prize.
Well done guys.
Unfortunately as we go to print on this edition,
New South Wales are already one down in
the State of Origin Series. There is time for
redemption and we will be cheering them on in
Game 2 at our State of Origin event being held
at the Newcastle Office in conjunction with the
Westpac Rescue Helicopter Service. They are
an extremely important asset to the community
and funds raised on the night will be going to the
Chopper Service. Go the Blues!
Thanks again for your ongoing support and the
opportunity to work with you.

Steve Meyn
Managing Director

With a Federal Election just around the corner, the government
hopes to use provisions surrounding small-business tax concessions
and youth employment reforms to encourage continued strong
economic growth and secure re-election in early July.
Partner I Darren Shone

TAXATION

A budget for extraordinary times
THE COALITION GOVERNMENT’S 2016 BUDGET CENTRED
ON THREE KEY THEMES – JOBS AND GROWTH, CHANGES
TO THE TAX SYSTEM TO FIX PERCEIVED PROBLEMS AND
TO “LIVE WITHIN OUR MEANS”.
The government has proposed increased eligibility for tax incentives
to drive growth in small and medium sized businesses and, in
parallel, to train and develop young job seekers to encourage higher
job participation and workplace-readiness.
The government’s proposed changes to superannuation legislation
go further than expected and represent an overhaul rather than a
minor tweak. Most impacted will be high-wealth individuals who
have set up self managed super funds as a tax effective planning
vehicle to build wealth for retirement.
Although the forward estimates provide for a steady decline
in Australia’s debt levels, there are no significant reductions in
government spending in the next few years.
In the context of “extraordinary economic times”, the budget is
aimed at rebuilding trust in the Coalition Government’s economic
management and to provide a point of difference for voters in the
upcoming July election.

from 1 July 2016 but with an increase in the turnover threshold
to $10m.

What are the key Budget points for SMEs?

Unincorporated small business income discount

Small business

The unincorporated small business tax discount will be increased in
phases over 10 years from the current 5% to 16%. First increasing
to 8% on 1 July 2016, the discount will be available to individual
taxpayers with business income from an unincorporated business
that has an aggregated annual turnover of less than $5m (also an
increase from the current small business turnover threshold of less
than $2m).

The small business entity turnover threshold will be increased from
$2m to $10m from 1 July 2016. This increased threshold means
businesses with an annual turnover of less than $10m will be able to
access existing small business income tax concessions including:
• Lower small business corporate tax rate (which will be reduced
to 27.5% from the 2016/17 income year);
• Simplified depreciation rules including the instant asset write off
threshold of $20,000 available until 30 June 2017;
• Simplified trading stock rules;
• Option to account for GST on a cash basis and pay GST
instalments as calculated by the ATO;
• Simplified method of paying PAYG instalments calculated by the
ATO; and
• Extension of the FBT exemption for work-related portable
electronic devices and the immediate deduction of professional
expenses.

Company tax
The Company Tax rate currently stands at 28.5% for small
businesses ($2m turnover threshold). This will be lowered to 27.5%

The existing cap of $1,000 per individual for each income year will
be retained.
The gradual increase is intended to coincide with the staggered cuts
in the corporate tax rate to 25%.
Super changes
The superannuation changes announced in the Budget are of
particular concern to high wealth individuals and those trying to
accumulate large super balances. The changes create limits and
require a long term plan to get the maximum amount of funds into
Super, with several quick fixes being removed.
On the plus side, there will be better contribution deductions
available for all taxpayers, with fewer tests for deductions. There will
also be the ability to apply unused deduction threshold limits on a
rolling five year basis for those with less than $500,000 in super. This
will be particularly useful for those with fluctuating or irregular income
like primary producers.
For further information on how the Budget announcement might
affect you and your business, get in touch with our experts in
Sydney (02) 8346 6000 or Newcastle on (02) 4962 2688.
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Note that the increased $10m threshold will not be applicable for
accessing the small business capital gains tax concessions. These
concessions will remain available only for small businesses with a
turnover of less than $2m or that satisfy the maximum net asset
value test.

The Government has outlined a 10 year plan to reduce this rate to
25% aligned with increasing turnover thresholds.

03

Any business utilising lease arrangements should be aware
of this new accounting approach.

AUDIT & ASSURANCE

Martin Matthews I Partner

New approach to accounting
for leases long time coming
THE INTERNATIONAL ACCOUNTING
STANDARDS BOARD (IASB)
ISSUED THE LONG AWAITED IFRS
16 LEASES EARLIER THIS YEAR.
RARELY DOES A REVISION OF AN
ACCOUNTING STANDARD HAVE
SUCH GREAT RAMIFICATIONS
BEYOND THE REALM OF FINANCIAL
REPORTING.
The impact of this new lease standard
extends to commercial areas such as
the drafting of contracts, gearing or loan
covenants, and remuneration schemes.
Most Australian companies have leases
in some form, whether they relate
to operating premises or the finance
of plant and equipment through hire
purchase arrangements. The impact
of the new standard will be pervasive
as there will no longer be a distinction
between finance and operating leases.

•

What are the significant changes?

1

Greater guidance on whether a

contract
contains a lease so there
may be more leases identified
within a business;

2

Lessees must recognise all leases
 balance sheet, except for
on
short-term leases and leases of
low value assets like telephones,
photocopiers and computers.
Lessees can continue to apply
existing operating lease accounting
to such leases by expensing the
rental cost on a straight-line basis;
and

3
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For general purpose financial

statements,
there are enhanced
disclosures regarding the nature
and future financial impact of
additional leases.

While there are no significant differences
proposed for lessors under the revised
Standard, it does mandate changes to
the way leases are recorded:

•

Balance sheet: Initially recognises
lease assets and liabilities on the
balance sheet at the present value of
future lease payments. However, lease
assets will also include costs directly
related to entering into the lease.
Rental incentives received prior to
lease commencement will be netted
off against the asset. The lease asset
will be amortised in a similar way to
other assets such as property, plant
and equipment.
Profit & Loss statement:
Recognises amortisation of lease
assets and interest on the liabilities
over the lease term. The effect on
profit will depend on the type of
leases held, however the expectation
is that the higher interest charge will
reduce profit in the earlier years of the
lease. Conversely, the allocation of
some of the lease cost to interest and
depreciation will allow Earnings before
Interest & Tax (“EBIT”) and Earnings
before Interest, Tax, Depreciation &
Amortisation (“EBITDA”) to increase.
This is especially relevant for
companies with banking covenants
or remuneration schemes linked to
performance measures like EBIT or
EBITDA.

•

Cash flow statement: Currently,
operating lease costs are typically
included as an operating cash outflow.
The new Standard requires the
separation of total amount of cash
paid into a principal portion (presented
within financing activities) and interest
(presented within either operating or
financing activities).

The new Standard does not apply until
reporting periods beginning on or after 1
January 2019, so most companies in the
Hunter won’t be affected until the 30 June
2020 financial year. However, planning is
critical and it is important that companies
understand the impact of this Standard
in advance, especially those intending
to enter into new long term funding or
supply contracts.
Contact our Audit & Assurance
specialists to discuss how the
new Standard might affect your
business. Newcastle (02) 4962 2688
or Sydney (02) 8346 6000.

An approach that centres all advice on you and your family
achieving your financial and non-financial goals.
Director I Andrew Beattie

BUSINESS ADVISORY SERVICES

Clarity – aligning your
business & personal goals
HAVE YOU EVER WONDERED WHY YOUR BUSINESS
ISN’T DELIVERING WHAT YOU INTENDED? OR, WHAT
MAKES SOME BUSINESSES SUCCESSFUL WHILE
OTHERS ARE MEDIOCRE? WHY AREN’T YOU WHERE
YOU WANT TO BE?
We have discussed these topics with many business owners
and managers over the past few years on the journey towards
developing a service model that is entirely targeted towards our
clients fulfilling their dreams.
We call it the PKF Future of Choice; a service approach and
wealth platform that puts the family behind the business, their
goals, dreams and objectives at the centre of everything we do.
The Future of Choice starts with tapping into the passion
that started our clients on the journey they are on with their
business and lifestyle choices. It is about getting clarity on
your goals at a personal and business level and facilitating the
alignment of these goals. Once this is realised, all of your goals
become more achievable.
Obviously, it is vital to truly understand what our clients’ goals
are; what they want to achieve, both financially and nonfinancially, where they want to be, and what they need to live
their future of choice. Above all, we must ensure the whole
family’s goals are captured rather than just the most dominant
person. By setting these goals we have a target to aim for so
our advice and guidance can be more pointed towards our
clients achieving what they are after and we truly become the
trusted adviser.
Our role is to challenge, unpack, hold clients accountable and
where appropriate assist in the outcomes.
Unfortunately, the majority of people don’t set goals or at
least don’t record them or share them with anyone. When
they do set goals they are generally what we call ‘society
goals’; general in nature and conform to the values and
beliefs we have been raised with, like the desire to be debt
free. The problem is that these goals are not specific or
targeted enough. It is almost impossible to track how you’re
progressing towards achieving them and difficult to hold you
accountable.

• How it links to a goal;
• What it is;
• Who is responsible;
• When it is to be completed by; and
• How are we tracking.

It does not matter whether it is a business client or a personal
client, everyone is trying to achieve certain things in life. The
process is about helping to uncover and shape what these
things are and ensuring that whatever business advice or
investment strategies we provide are actually aligned to the
bigger picture and are adding true value.
When we get into business it is usually to deliver on another
objective like lifestyle or wealth, but all too often we lose that
focus. The Discovery Session is about bringing the focus back
so more people can experience their future of choice.
If you’re a client of PKF, contact your Client
Relationship Manager to learn more or arrange your
personal Discovery Session. If you’re not a client you
can learn more at www.futureofchoice.com.au.
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The Future of Choice includes the Discovery Session; a
structured, facilitated process that challenges our clients and
assists them to establish pointed goals for themselves and
their families. The aim is to develop goals that are time bound
with clear actions and above all that get everyone on the same
page. The process and subsequent report address wealth
and investment, debt positions, the business, estate planning,
risk and asset protection, education and coaching and who
the client has on their team to ensure they achieve their future

of choice. Each area is reviewed and considered against the
clients’ stated goals. We identify the gaps and areas that need
action and a detailed action plan is developed for the client – a
roadmap for success that ensures they are held accountable,
progress is reported and the family stays on track. We address
the key areas of:
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With tighter guidelines around super contribution caps
more people are looking to invest in property.
SUPERANNUATION

David Henriksen I Principal

Why hold direct property
in an SMSF
INVESTING IN PROPERTY IS A VERY POPULAR OPTION
IN AUSTRALIA. THERE ARE A RANGE OF INVESTMENT
STRUCTURES THAT CAN HOLD REAL ESTATE SO IT IS
IMPORTANT TO CONSIDER YOUR AVAILABLE OPTIONS
TO MAXIMISE YOUR POSITION.
In some cases, a self managed superannuation fund (SMSF)
can borrow cash in order to purchase assets it can’t currently
purchase outright.
This strategy will likely increase in popularity as Governments
look to legislate a reduction in the amounts individuals are able
to contribute to their superannuation funds over their lifetime.
Restrictions like this will adversely affect the population’s ability to
build wealth in their super funds for retirement. This also makes
it more important to consider other options for building sufficient
wealth to support your desired lifestyle in retirement.

How does property stack up against other asset
classes?
Below we highlight some of the key factors that have influenced
our clients to invest in property over other investment options like
shares:
• After a bad experience with the share market in the past,
some have highlighted that they can’t bring themselves to
invest in the share market again. They prefer “bricks and
mortar” investments.
• Some have built a strong property portfolio over time and
believe they know this market well enough to make sound
investment decisions on new properties. They expect these
investments to achieve strong capital growth and/or deliver
good rental yield. Many feel that investing in shares is a
foreign concept and prefer to stick to what they know.
• To some, the volatility of the property market is more
manageable than that of shares and managed investments.
• Many business owners prefer to own their own premises
and pay rent back to their SMSF rather than to a landlord.
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While the examples above might not necessarily be based
on sound investment strategies, it is nonetheless the reality
of what business owners and individuals are faced with. We
have certainly observed some great returns on commercial and
residential property investments; but property can’t be touted
as the be-all and end-all of investment strategy. We have also

seen several examples of people losing money on commercial and
residential properties.
Before investing in a large illiquid asset like real estate it is critical
to consider your current and future SMSF cash flow needs. If an
SMSF doesn’t, or won’t in the future, have sufficient cash to pay
pensions or pay annual operating costs and property expenses
including loan repayments then this type of investment would not
be prudent.
Another factor to consider is diversification risk driven by holding
the majority of your wealth in one significant asset. If the property
value decreases due to a downturn or is vacant for a significant
period of time, then a more diverse portfolio or even cash could
have been performing better.
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 in
Newcastle on (02) 4962 2688 or in Sydney on
(02) 8346 6000.

Assembling a capable team and knowing the key sticking points
are crucial to smooth business sales.
Manager I Matt Swan

CORPORATE FINANCE

Closing the Deal
BUYERS AND SELLERS INVEST
SIGNIFICANT AMOUNTS OF TIME
AND MONEY TO COMPLETE A
BUSINESS SALE AND ACQUISITION.
A management team will address
operational issues and integration
plans, while financial and legal advisers
complete due diligence as well as
document and review sale and purchase
agreements. This level of investment
and the number of moving parts means
that both parties need to have a firm
and enforceable agreement to maximise
the chance of a transaction proceeding.
While both parties start with the best of
intentions, in reality, many deals will fall
over prior to reaching completion.
Assuming that the valuation and
consideration terms are acceptable to
the vendor in the non-binding indicative
offer, the key steps where transactions
will often break down are:
•

•

Time – Delays in progressing the
sale from the receipt of a non-binding
indicative offer to transaction close is
the biggest deal killer. Time provides
opportunity for both parties to have
second thoughts, and increase the
emotions and tension of parties
involved in the process. We have seen
transactions fail as a result of changes
in legislation, loss of contracts
and other material adverse events
following the agreement of key terms.

•

•

Inability to produce information in
a timely basis – While it is recognised
that the due diligence is completed
on top of management’s day job,
the inability to produce requested
information quickly may result in the
purchaser questioning the quality
of information provided to date and
management.
Surprises – Finding the proverbial
skeleton in the closet, whether known
or unknown to the seller during due
diligence may result in the transaction
being terminated.
Culture – In conducting due
diligence and interacting with
the management team it may be
discovered that the cultures of the two
businesses are not aligned.

To address the time and cost impact
on your business of a sale process,
and minimise the risk of the transaction
being terminated, vendors should:
•

Plan thoroughly – The business
should be prepared prior to marketing
the opportunity. The preparation of an
information memorandum and due
diligence data room with anticipated
information requests is also important
to reduce the volume of questions and
time delays during the sale process.

•

Set realistic forecasts – Ensure that
forecasts provided to purchasers are
reasonable and achievable to provide
confidence in management and the
future outlook of the business.

•

Be transparent – Be forthright with
responses to the difficult questions.
While the sale and purchase

agreement will include warranties and
indemnities, the integrity of vendor
management, and the purchasers’ fear of
the unknown are almost certain to kill the
transaction.
•

Assess purchaser funding capacity
and investment committee approval –
Confirm that the purchaser has all
requisite approvals to enable it to
complete the transaction.

•

Engage experienced corporate and
legal advisors – Your advisors will be
able to drive the process, hold the buyside accountable, and assist in addressing
complex issues.

Comprehensive planning, decreasing
perceived risks associated with the
transaction, and minimising time delays
are fundamental factors to closing
the deal.
If you would like to discuss the
purchase or sale of a business
contact our Corporate Finance
team in Sydney on (02) 8346 6000
or Newcastle on (02) 4962 2688.
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Missing forecasts – The sale and
due diligence process will often
last a number of months. This time
allows the purchaser to review the
actual performance of the business
against forecasts. If the forecasts are
not being met, it will decrease the
purchaser’s confidence in the ability of
the business to meet earnings targets,
and may give rise to revisions in the
purchase price and/or structure of
consideration.

•
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Don’t have enough cash to pay PAYG or super on time?
You should still lodge BAS or SGC forms on time
to avoid personal liability.
BUSINESS RECOVERY & INSOLVENCY

Mark Roufeil I Partner

Avoiding Personal Liability
MOST BUSINESSES WILL
EXPERIENCE A CASH FLOW
SHORTAGE AT SOME STAGE IN
THEIR LIFE. IF IT DOES HAPPEN,
THE DIRECTORS SHOULD BE
MINDFUL OF THEIR POTENTIAL
PERSONAL EXPOSURE AND
TAKE STEPS TO MINIMISE AND
HOPEFULLY AVOID PERSONAL
LIABILITY FOR COMPANY DEBTS.
The simple step of lodging forms on
time with the ATO will avoid immediate
personal liability which will occur
automatically if the Business Activity
Statements (BAS) or Superannuation
Guaratnee Charge (SGC) returns are
more than three months overdue.

Scam Alert – Beware
of ATO Imposters

Scammers have been phoning
homes and businesses claiming
that they act for the ATO and
demanding money immediately,
usually in an aggressive and
threatening manner. The ATO
does not act like this and people
should be wary of being duped
into making payments based on
cold calls like this.
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The activity is rife. There were
8,692 scams reported to the
ATO in April 2016 alone where
fraudsters fleeced unfortunate
victims of more than $174,000.
This figure doesn’t consider the
calls and payments that went
unreported. The scammers have
been very aggressive and have
threatened legal and police action.
They ask for payment methods
that are simply not used by the
ATO including immediate phone
deposits or transfers, gift cards or
iTunes cards. The ATO does not
act in this manner.
If you or your clients are subject to
such demands and threats, do not
pay and report the call to the ATO
on 1800 008 540 immediately.
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Lodging the forms, even if you can’t
pay on time, will avoid the automatic
personal liability and give directors
some time to correct the position before
personal liability can be imposed by
further notices. If however, three months
pass without payment or lodgement of
the forms, the directors’ personal liability
becomes automatic and “locked down”.
This enables the ATO to pursue the
company and the directors personally
for the debt which can then only be
extinguished by payment.

SGC Statements
Most businesses have procedures
in place to prepare and lodge a BAS
within their reporting cycle, whether that
is monthly or quarterly. However, we
have discovered that many business
operators and advisers are not aware of
the obligation to lodge SGC Statements

with ATO if superannuation is not
lodged with the employees’ nominated
superannuation funds on time. The table
below is a reminder of the due dates.
The form for a Superannuation Guarantee
Charge Statement can be obtained from
the ATO’s website, or contact us if you
have trouble finding it.
If a company finds itself with some
cashflow issues, it is imperative that it
still lodges BAS and SCG Statements by
the due date to avoid automatic personal
liability of the directors for those debts.
If you are facing a similar situation,
talk to the Business Recovery
& Insolvency specialists at PKF to
help resolve your cash flow crisis
and minimise the personal liability
of the director – Sydney on
(02) 8346 6000 | Newcastle on
(02) 4962 2688.

Quarter Ended

Superannuation due
for payment into fund

SGC Statement due to
ATO- if Superannuation
not paid on time

June 30

July 28

August 28

September 30

October 28

November 28

December 31

January 28

February 28

March 31

April 28

May 28

Preventing bullying and harassment
in the workplace should be the focus
of business leaders.
Principal I Wayne Gilbert

FORENSIC & RISK SERVICES

Bullying &
Harassment
in the workplace
MORE AND MORE ORGANISATIONS ARE BEING
REQUIRED TO TAKE A HOLISTIC APPROACH TO THE
WAY THEY MANAGE THE RISKS ASSOCIATED WITH
INAPPROPRIATE BEHAVIOUR BY EMPLOYEES IN THE
WORKPLACE. THIS IS PARTICULARLY RELEVANT
TO BEHAVIOUR THAT CONSTITUTES BULLYING OR
HARASSMENT (INCLUDING SEXUAL HARASSMENT)
IN THE WORKPLACE.

Recently, Courts in Australia have been taking notice of the
significant psychological effects that workplace bullying can
have on an employee. As a result we are seeing much larger
compensation and damages payouts to employees who have
been affected by this type of behaviour in the workplace.
Some recent cases have seen compensation or damages
payouts of anywhere from $100,000 up to more than $470,000.

Manage the risk
To successfully manage the risk presented by inappropriate
behaviour in the workplace, organisations should ensure that:
• An appropriate policy is in place having regard to
Australian Discrimination Law;
• Procedures to deal with these types of behaviours are
implemented;
• Employees are adequately trained in relation to what
constitutes bullying and harassing behaviour and what to
do if they observe or experience this type of behaviour;
• Reported incidents are investigated;
• Any investigation conducted is thorough and not just a
token effort to appease the complainant;
• Ensuring that whistleblowers are identified and supported.

While there are obvious regulatory and legislative imperatives
that provide a framework for a bullying and harassment free
workplace, it is increasingly incumbent upon business leaders
to demonstrate that they “walk the walk” on bullying and
harassment in the workplace.

The culture of an organisation, or more correctly the ethical
culture of an organisation has been the focus of many recent
discussions in relation to the prevention of misconduct and
fraud within an organisation. While an organisation’s policies
and procedures indicate what directors and senior management
want done, it is the culture of the organisation which influences
what is actually done. This culture is strongly influenced by the
ethical tone set by its leaders.
Leaders need to be clear in the messages they deliver to other
employees within the organisation about acceptable behaviour
in the workplace; behave in a manner consistent with the values
espoused by the organisation; act quickly, fairly but decisively
to deal with bullying and harassment; reward ethical behaviour
in the workplace; and not contribute to a culture which in
effect “turns a blind eye” or appears to promote unquestioning
acceptance of a mentality that “this is the way we do things
around here”.
Preventing occurrences of bullying and harassment in
the workplace needs to be the focus of business leaders.
Underpinning the framework of policy and procedures by
promoting a sound ethical culture will provide an organisation
with better mechanisms to reduce the incidence of aberrant
behaviour.
For further information or assistance to effectively
manage your organisation’s risk environment, contact our
Forensic and Risk Services team on (02) 8346 6000.
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Failure by organisations to effectively respond to these types
of incidents may lead to significant financial and reputational
damage.

What role does organisational culture play?
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There could be a strategy to help you build wealth
while reducing your mortgage.
PKF WEALTH

Matthew Milnes I Financial Adviser

The Good, the Bad and
the Wealthy
WE HAVE MADE IT THROUGH
ANOTHER BUDGET PROPOSAL
AVOIDING CHANGES TO NEGATIVE
GEARING RULES, DESPITE PLENTY
OF SPECULATION IN THE LEAD UP.
THIS IS GOOD NEWS FOR THOSE
WANTING TO IMPLEMENT THIS
STRATEGY TO BUILD THEIR WEALTH.
There are two types of debt – good and
bad debt. Good debt is a debt that has
interest paid on it which is tax deductible
(e.g. a margin loan). Bad debt is a loan
that does not attract a tax deduction (e.g.
personal credit cards, loans and your
mortgage).
For generations the ‘Australian dream’
has been to own your home. Once the
mortgage has been paid off, people focus
on building their wealth for retirement or
some other goal.
There is an investment strategy that might
present you with the best of both worlds;
allowing you to pay off your mortgage
while also building your wealth. This
strategy allows you to use the equity
in your home and ongoing mortgage
payments to reduce bad debt. You
can build your wealth through regular
drawdowns of good debt and investing
into a diversified portfolio.
Not only will you be reducing your
mortgage and increasing your investment
loan, you will also be averaging out the
purchase price of your investments. The
aim is to lower the average purchase price
and reduce market timing risk to increase
potential capital growth.
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Debt recycling allows people to leverage
the equity they have already grown in
their home for investment purposes with
a lower entry level than direct property. It
also allows you to change your debt on
an ongoing basis with each mortgage
payment, rather than making a large initial
investment. This isn’t against investment
into property, but providing an alternative
that is very flexible, low maintenance and
just as appealing.

The time horizon should allow for the
portfolio to be invested for the duration
of market cycles without needing to sell
at a loss.

It is all about home loan structure, the split
between good and bad debt and salary
payments. The strategy behind all of this
is that you will be replacing your nondeductible debt with deductible debt and
additional exposure to growth assets.

This strategy provides great potential to
increase your wealth, without a significant
impact on cash flow, a lower level of initial
debt and more flexible investment options.
The regular investment into a portfolio offers
diversity of investment and avoids some of
the pitfalls of direct property investment like
stamp duty, lenders mortgage insurance
and large entry costs.

The graph details a projection of net
assets under the debt recycling strategy
(blue) versus just paying off your home
loan (orange) over a 20 year period.
It assumes all investment income is
reinvested throughout the duration.
This strategy requires a certain level of
income and an investment time horizon
to make it feasible. You need an income
stream to fund the increased interest
payments and a marginal tax rate so you
can take full advantage of the deduction.

If you would like to discuss the
options available to you, or a
specific investment strategy,
contact the team at PKF Wealth
in Newcastle on (02) 4962 2688
or Sydney on (02) 8346 6000.

Net Asset Value Unrealised
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Chris Feros’ motto is “staying ahead of the game”.
And the CEO of the Feros Group is certainly doing that.
CLIENT PROFILE

Staying ahead of the game
WITH THE LAUNCH OF THREE NEW
HOSPITALITY VENUES IN THE LAST
SIX MONTHS, AND TWO MORE
TO BE LAUNCHED LATER THIS
YEAR, FEROS GROUP CEO, CHRIS
FEROS IS ENSURING THAT THE
GROUP IS AT THE FOREFRONT OF
HOSPITALITY IN SYDNEY.
The Group, which currently employs more
than 300 staff and runs eight venues
across Sydney covering the Sutherland
shire, Rooty Hill and Terry Hills, is always
on the lookout for new ideas and ways to
be ahead of the market.
“It’s about staying ahead of the game. Our
competition is no longer the pub down the
road or the local pizza restaurant. It’s the
Westfields and entertainment precincts.”
“I am so excited to be in this industry,
especially at a time when there are so
many great new food concepts coming to
Australia,” he said.
The Feros Group has been instrumental
in ensuring they are in front of the pack
when it comes to the offerings throughout
their venues, with regular trips to the U.S.
and other parts of Australia in search of
new ideas, the best and latest cooking
techniques.
Ugly Pizza is an authentic New York Style
pizzeria that recently opened in Caringbah.
It includes a hidden entrance to a
speakeasy style venue called Huxley’s,
which is an American Sports bar and
diner. Gerrale St. Kitchen is the group’s
latest offering, inspired by LA dining trends
and based in the heart of Cronulla.
A major success of the Feros Group is its
community focus, working closely with
local councils, the community and police.
“If you’re not prepared to work with police,
council and residents in this business, you’ll
have no hope of surviving,” Chris said.

www.ferosgroup.com.au

Where to from here?

Being ahead of the game is Chris’
philosophy across all aspects of his
business and was one of the main
reasons he partnered with PKF in 2014.

Two new venues will open in the next 12
months, one in Kirrawee and another in
Caringbah, above the current Ugly Pizza
& Huxley’s venue. While the Group has
plenty on, it’s always looking ahead.

“PKF came to us with a unique service,
backed by technology that no one else
was offering. It was a no-brainer for us.
For us to do what we do best, we need
accurate and timely information to make
quick decisions and to know we are on
the right track,” he said.
PKF Business Advisory Director, Anthony
Sullivan, sits on Feros Group’s Advisory
Board as an independent director to
assist in setting strategic objectives
and providing support in all things
number-related. PKF Senior Manager,
Mitch Stone, helps co-chair the monthly
management meetings. He supports the
Leadership Team to ensure they have
a complete understanding of the daily,
weekly and monthly financial position of
the group so they can continually drive
their venues forward.

“PKF came to us with a
unique service, backed
by technology that no one
else was offering. It was a
no-brainer for us.”
“I am so excited about what we are
currently doing in our venues. We have
some great ideas and concepts that we
want to bring to our Terrey Hills Tavern
and Taren Point Hotel venues,” Chris said.
The Feros Group will continue to push
great new concepts and trends into the
Sydney Hospitality scene.

pkf.com.au I

Hospitality is about people and service,
and with the strong growth the group is
undergoing, Chris needs to know he has
the right people surrounding him. “It’s
about having the best people around you
and letting them do what they do best.”

Working with PKF
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ASSISTANT MANAGER, BUSINESS ADVISORY
SERVICES & WINNER OF THE PKF BUSINESS
LEADER FAST TRACK PROGRAM

Q W hat was your first job?
A C ustomer service attendant at Kinglsey’s

chicken. I would do the afternoon close shift
after school and got to take home all the
leftover fried chicken and chips.

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

A W alt Disney. Now that I have read his story I

am amazed by his success and determination
and wish he was still alive to tell the tail.

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

A Food! I love my food and my greatest fear is
going hungry.

Q Finish this sentence. If I wasn’t an
accountant, I would be…

A A nurse. Although shift work would be tough

I really like helping people and I think it would
be something special to care for and cherish
those in need.

Q W hat do you love most about your job?
A Every day is different. I get to work with clients
from different industries and backgrounds and
you get to meet business owners who are so
passionate about what they do.

Q D o you have a career highlight so far?
A W inning the PKF Business Leader Fast Track

Program would have to be the biggest highlight
to date. The competition was so tough and
I really did not think I would take out the big
prize. I put a lot of time and effort into my
project and it was a very stressful three months
so it was great to see all the hard work pay off
and get the recognition.

Tax Diary

JULY 2016

14

Last day to issue 2016 PAYG Payment Summaries to employees.

21

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

21

Due date for lodgement and payment of 2016 year Payroll Tax Annual Reconciliation.

28

Last day for payment of June quarter employee superannuation contributions to avoid
liability for the Superannuation Guarantee Surcharge.

28

Due date for lodgement and payment of June 2016 Quarter BAS if lodging by paper.

31

Due date for closely held trust Tax File Number reports.

AUGUST 2016

14

Due date for lodgement of the PAYG withholding payment summary annual report for large
withholders (more than $1m) or payers not using a tax or BAS agent.

22

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

28

Contact Us

Take 5 with...
Rebecca
Steltenpool

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

Due date for the Taxable Payments annual report for the building and construction industry

SEPTEMBER 2016

21
30

Due date for lodgement and payment of August 2016 monthly BAS and IAS.
Annual TFN withholding report 2016 – due date for lodgement when a trustee of a closely
held trust has been required to withhold amounts from payments to beneficiaries.

FIND US ON
PKF uses
National Carbon
Offset Standard

certified ENVI Recycled 50/50
Carbon Neutral paper

PKF(NS) Pty Ltd is a member firm of the PKF International Limited network of legally independent firms and does not accept any
responsibility or liability for the actions or inactions on the part of any other individual member or correspondent firm or firms.

An Australian Government Initiative

