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WELCOME TO OUR FIRST EDITION  
OF PKF PULSE WHICH REBRANDS 
OUR PREVIOUS LAWLERLINK,  
A PUBLICATION THAT HAS BEEN 
WELL RECEIVED BY CLIENTS AND 
CONTACTS OVER MANY YEARS.

As we communicated recently, our shift 
to the PKF brand is a natural evolution, 
bringing our member firms under one 
consistent brand, while ensuring each firm 
remains independently owned. In this way 
we will continue to be in control of our client 
relationships, people development, and 
contribution back into the communities 
in which we operate, while being able to 
access a broader depth and breadth of 
experience and skills through the PKF 
network.

Over the coming months we will continue 
to move all aspects of our material and 
presence to the PKF brand, so watch this 
space.

To the Federal Budget. Well, as opposed 
to last year’s catch cry of “The Age 
of Entitlement is over and the Age of 
Opportunity is here” the recent Federal 
Budget was a far more safe budget with 
many of the key announcements leaked in 
advance. Joe Hockey’s “ It’s time to have a 
go” budget speech conclusion underpins 
a number of initiatives targeted at small 
business in an attempt to stimulate the 
economy beyond a reliance on the mining 
and commodities sector, however there 
is little incentive to the broader business 
community.

Our PKF Budget ThreeSixty briefing 
breakfast held the morning after the Federal 
Budget was again very well attended with 
much discussion of the key changes, this 
breakfast event preceded our broader 
email communication on tax and business 
changes the day after the budget.

As we fast approach the start of the 2016 
financial year, it’s important to take stock 
of where things are at in your family and 
business affairs. It is a chance to reflect 
on 2015 and set plans and goals for the 
coming year. 

In this edition of PKF 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.
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In relation to our people, we welcome back 
into our Audit and Assurance team Amanda 
Ryan who has just returned from New York 
after a four month secondment with a PKF 
International member firm. A great opportunity 
for Amanda and something that we will 
continue to foster and encourage our people 
to do through the PKF International Network. 

Congratulations to Emma White and Joshua 
Gambrill on jointly winning the Employee of 
the Quarter Award. Emma receives the award 
for recognition of her outstanding client work, 
excelling at activities well above and beyond 
her station. Josh also receives the award for 
his valued efforts in filling the role of Acting IT 
Manager, during difficult circumstances. Well 
done Emma and Josh.

Finally after the recent extreme weather 
patterns and the destruction it delivered across 
the east coast, especially in the Hunter Valley 
region where we have a significant client base, 
we acknowledge the enormous efforts of the 
Emergency Services, Public Utilities providers 
and the thousands of volunteers who reached 
out to those in need and restoring normality 
to the broader community. There is still much 
work to be done in some areas, but a huge 
thanks on behalf of the team at PKF Newcastle 
and Sydney.

Until next edition.

Steve Meyn

Managing Director

  Top: Joint Employee of the 
Quarter winners Emma White 
and Joshua Gambrill.  
Bottom: Amanda Ryan 
returning from a 4 month  
New York secondment with a 
PKF International member firm. 
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When disaster strikes…
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THE RECENT STORMS WHICH 
RAVAGED NEWCASTLE AND 
SURROUNDING AREAS WERE AN 
OUTSTANDING REPRESENTATION 
OF THE NOVOCASTRIAN SPIRIT, 
AND SENSE OF COMMUNITY 
SUPPORT AND GOODWILL THAT 
EPITOMISES OUR GREAT CITY. NOW 
THAT THE WATER IS RECEDING, 
MANY RESIDENTS ARE COUNTING 
THE COST, AND CONSIDERING 
WHAT CAN BE DONE DIFFERENTLY 
NEXT TIME THE WEATHER TAKES  
A TURN FOR THE WORSE.

And it is no different for business 
owners.

A critical component of how a business 
responds to a disaster is underpinned by 
how effective it has been in planning for 
disaster. Too often we see this planning 
limited to “I can retrieve a backup of my 
information”, and the common trap of 
associating business continuity risks with 
IT is fallen into…

Two weeks ago, the loss of electricity 
over an extended period of time, 
damaged phone lines, and physical and 
dangerous impediments to accessing 
the business, were unable to be 
alleviated by the restoration of a backup.

So what learnings can we take away 
from this event, and what questions can 
we ask of ourselves?

1
 
 Is the tail wagging the dog?  
Quite often the business continuity 
plan (BCP) is driven by a single 
individual, or department, often IT. 
As disruption commonly impacts 
the entire business, all segments of 
the business should be involved in 
developing the BCP. It should never 
be left for one part of the business 
to assume what the rest of the 
business needs. 

2
 
 Revisit key business impacts:  
Does your BCP truly isolate and 
focus on the “mission critical” 
elements of your business? These 
elements should be mapped in 
a Business Impact Assessment. 

For example, what if a major 
supplier has an extended power 
outage? How often do you enquire 
on the BCP capability of third 
parties who are critical to your 
operations?    

6
 
 Will it all work?  The most effective 
way to ensure your BCP will deliver 
in the time of need is to test it 
through simulation. To find out 
the BCP processes implemented, 
and the people and technology 
surrounding it, does not respond 
when the time comes for it to be all 
“switched on”, is a disastrous and 
expensive outcome.

I am yet to meet a person who isn’t an 
expert in hindsight.

However, some small adjustments in 
some critical areas might have a big 
impact next time around. 

Speak to one of our specialists 
today today for an assessment of 
your current levels of risk. 

Quite often the accounting system 
is listed as one of the first to be 
restored – how will this help you 
communicate with your workforce, 
customers and suppliers?

3
 
 Beware the macro focus:  the 
BCP should give guidance on the 
“big events”, but not be isolated 
to these. The more frequent 
disruptions, including IT and 
telephone outages, and loss of 
power, are often less catered 
for, and over time, a significant 
expense.   

4
 
 Investment risk:  the risk of not 
committing BCP resources to the 
most critical areas can result in 
time and money being poured into 
the restoration of equipment and 
services that you do not need.

5
 
 External impacts:  often the BCP 
is limited to disruption created 
within the business, without 
considering external impacts.  

AUDIT & ASSURANCEAudit & Assurance – Director  I  Clayton Hickey

When it comes to assessing business risks, it’s always 
better to be using foresight, rather than hindsight. 

A critical component of how a business responds  
to a disaster is underpinned by how effective  

it has been in planning for disaster. 



Statutory Trusts – Ending 
Stalemates over Real Property
THE RELATIONSHIP BETWEEN 
CO-OWNERS OF REAL PROPERTY 
IS SUBJECT TO CHANGE AND 
UNEXPECTED ISSUES MAY 
ARISE DURING THE COURSE 
OF OWNERSHIP. WHETHER 
THEY ARISE DUE TO PERSONAL 
REASONS OR A CHANGE IN THE 
FINANCIAL AFFAIRS OF ONE OF 
THE PARTIES, DISAGREEMENTS 
BETWEEN CO-OWNERS OF REAL 
PROPERTY OFTEN INVOLVE AN 
ASSET OF SIGNIFICANT VALUE TO 
EACH CO-OWNER AND THEREFORE 
NEED TO BE RESOLVED PROMPTLY 
AND WITH FINALITY.

Most commonly, I have seen stalemates 
between co-owners arise through:

• the Bankruptcy of one or more  
co-owners;

• an inheritance of real property; and

• disputes between investors.

The Bankruptcy of a co-owner of 
real property is a significant event 
for other co-owners. A Bankruptcy 
Trustee is required to realise the assets 
of a Bankrupt for the benefit of their 
creditors. Accordingly, they will require 
the Bankrupt’s share of the equity in the 
property to be purchased by the other 
co-owners, or for the property to be 
sold. If the other co-owners do not have 
the means to purchase the Bankrupt’s 
share of the equity, and they do not 
consent to the sale of the property, the 
Bankruptcy Trustee may apply to the 
Court for the appointment of a Statutory 
Trustee.

Disagreements may also arise when 
real property is inherited by multiple 
parties.  The beneficiaries of a deceased 
estate may not agree on the best way 
to deal with the property. For example, 
one co-owner may wish to hold on to 
the property for sentimental reasons, 
and the other co-owner(s) may wish to 
cash in their inheritance. If an agreement 

The Court will typically Order that the 
Statutory Trustee take possession of 
the property and be granted the power 
of sale. Once the property is sold, the 
Statutory Trustee will distribute the net 
proceeds in accordance with the Order.

It is not uncommon that the Court may 
Order that the defendant co-owner bear 
the entirety of the costs of the Statutory 
Trustee and selling costs, which are 
deducted from their portion of the net 
proceeds.

At PKF we are regularly appointed as 
Statutory Trustees in both Bankruptcy 
related matters and general disputes 
between co-owners of real property.  

For advice in relation to 
disagreements between coowners 
of real property contact our office 
for expert advice.

cannot be reached between the co-
owners in relation to the sale of the 
property or the value of each co-owner’s 
share, one of the parties may apply 
to the Court for the appointment of a 
Statutory Trustee.

As with most disputes, it is prudent to 
make all attempts to reach an out-
of-court agreement with the other 
co-owners in a fair and reasonable 
manner before applying to the Court 
for assistance. However, should such 
an agreement not be achieved, under 
Section 66G of the Conveyancing Act 
1919 (NSW) the Supreme Court has the 
power to:

• “(1) ... on the application of any one 
or more of the co-owners, appoint 
trustees ... [to the property] to be held 
by them on the statutory trust for sale 
or on the statutory trust for partition.”

Each State has corresponding laws to 
remedy disagreements between co-
owners of real property.

pkf.com
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BUSINESS RECOVERY & INSOLVENCY Jacob McCloskey  I  Manager – Business Recovery & Insolvency

When disagreements over real property occur,  
the Courts will seek a prompt and final outcome.  

Prompt professional advice should be sought.
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RUNNING A SUCCESSFUL 
BUSINESS IS CHALLENGING 
ENOUGH; IN A TOUGH ECONOMIC 
ENVIRONMENT HAVING NO PLAN 
IS LIKE FLYING WITH A BLIND FOLD 
ON. PLANNING AHEAD IS CRITICAL 
TO BOTH BUSINESS SURVIVAL AND 
SUCCESS.

In late April, the Sydney and Hunter 
regions were devastated by severe 
weather, causing millions of dollars in 
damages to Australian households and 
businesses. These weather events, 
coupled with low commodity prices 
and sluggish retail have put a significant 
burden on business owners.

Your business may be facing a short-
term hole in revenue as customers get 
their operations back in order; maybe 
your suppliers aren’t back to normal 
trading yet; or maybe your customers 
just aren’t buying with the current 
conditions. These are all day to day 
and unforseen challenges of running a 
business. 

If you’ve planned well, you are more 
likely to be in better shape to face the 
unexpected, and to take advantage of 
opportunities when they appear. 

The saying ‘cash is king’ could not be 
more true in the current climate. The 
current trends show us that on average 
businesses across the country are taking 
longer to pay their debts, which has 
a flow on effect and businesses must 
ensure that they have enough cash 
reserves to pay tax/GST, rent, suppliers, 
and most importantly, staff.

For most small business owners, their 
long term goal is to be profitable and 
build their wealth. You must plan on how 
you are going to do this – the place to 
start is having a budget. Whether the 
budget is for 12 months or a shorter 
term rolling budget does not really 
matter initially, something is better than 
nothing to help you understand your 
cash flow. Eventually you should try to 

By investing the time upfront to prepare 
your budget properly and account for 
the different scenarios that may play 
out, you may not be able to ‘guarantee’ 

look at a broader projection for say, two 
years or more. 

At a basic level, when preparing a 
budget, consider:

• Your opening cash balance

• Expected monthly income accounting 
for seasonality

• Expected fixed costs e.g. rent and 
wages

• Expected variable costs e.g. wages 
and supplier costs

• Capital equipment requirements 
including leasing leasing 

• Loan repayments – both minimum 
repayments and additional 
repayments if free cash exists 

• Direct and indirect tax commitments 
including GST, PAYG Withholding, 
PAYG Instalments, Fringe Benefits Tax, 
Payroll Tax and Income Tax 

• Realistic terms of trade utilised with 
customers and suppliers

Ensure you can justify any assumptions 
when completing your budget and don’t 
overstate what is achievable. Finally your 
budget should be a live business tool 
that adapts to actual results; you should 
regularly revisit your forecasts based on 
what you have actually achieved.

BUSINESS ADVISORY SERVICESBusiness Advisory Services – Director  I  Andrew Beattie

In the current climate, planning ahead goes  
a long way towards business success.

The saying ‘cash is 
king’ could not be 
more true in the 

current climate. The 
current trends show 
us that on average 
businesses across 

the country are 
taking longer to pay 

their debts

Contact a PKF hospitality specialist today:

Kate MacDonald

KMacDonald@pkf.com.au
Phone: (02) 8346 6000

think
hospitality

think PKF
Accounting, Financial 
and Business Advisory

Anthony Sullivan

ASullivan@pkf.com.au
Phone: (02) 8346 6000

Andrew Beattie

ABeattie@pkf.com.au
Phone: (02) 4962 2688

pkf.com.au

business success but you will definitely 
be in a better position to navigate your 
way to the results you are after. 

PKF Sydney and Newcastle can 
assist in developing business 
plans and comprehensive 
budgets. Contact our Business 
Advisory specialists in Sydney on 
(02) 8346 6000 or Newcastle on 
(02) 4962 2688.
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Mergers and acquisitions are a great way to secure 
long-term growth, provided some key steps are taken.

PKF CORPORATE FINANCE Nick Navarra  I  Senior Manager – PKF Corporate Finance

ENTERPRISES LOOKING 
FOR GROWTH IN STAGNATE 
ECONOMIC TIMES ARE 
OFTEN LIMITED TO PURSUING 
ORGANIC GROWTH THROUGH 
INNOVATION OR ACQUIRING 
OTHER EXISTING BUSINESSES. 
BUYING AN EXISTING BUSINESS 
HAS THE DISTINCT ADVANTAGE 
OF PROVIDING IMMEDIATE 
CASH FLOW, AN ESTABLISHED 
CUSTOMER BASE AND 
WORKFORCE, AND EXISTING 
GOODWILL IN THE MARKET. 

Acquisition opportunities may be 
“one-off” opportunities which have 
presented themselves to you, or 
without having identified any targets, 
you may wish to pursue an acquisition 
“strategy”. 

Define Acquisition Targets 
The first step involves defining and 
prioritising the characteristics of the 
businesses to be targeted. These may 
include:

• defining a desired revenue range

• market share profile

• geographic footprint

• cultural characteristics

• strategic characteristics like:

–  key IP

–   complementary products or 
services

–   an experienced management 
team

At all times one should be ensuring 
that the acquisition is the most 
efficient use of capital. 

        Identify Acquisition Targets 
The second step is to identify a list 
of acquisition targets based on the 
desired characteristics defined, 
determine best way to approach and 

to make initial approaches to owners 
or management. The aim of this initial 
approach is to acquire any additional 
information about the business (which 
will usually be very limited at this early 
stage) and to gain an understanding 
of the owners’ willingness to entertain 
acquisition offers. 

        Preliminary Due Diligence 
Once confidentiality agreements have 
been exchanged, preliminary due 
diligence including a presentation from 
management and a high level review 
of historical and forecast operating 
results should be undertaken which 
will enable a potential buyer to form 
an initial view regarding value and to 
provide a vendor with an indicative 
offer for the business. 

         Understanding Value  
& Heads of Agreement 

In order to facilitate reasonable 
negotiations, you should be able to 
substantiate your valuation. Of course 
it is likely that the seller will have 
higher pricing expectations however 
if both sides have a reasonable basis 
for their analysis, terms acceptable to 
both parties should be achievable. 

Reaching a final heads of agreement 
will usually include some negotiation of 
terms as by this stage the transaction 
structure (shares or business) should 
also be determined.  Management’s 
role going forward may have an impact 
on the seller’s value expectations. 

        Detailed Due Diligence 
Once a heads of agreement has 
been finalised, in-depth financial, 
taxation and legal due diligence 
should be undertaken by you and your 
experience advisors. 

To ensure that key areas of importance 
are addressed and to make the 
most efficient use of costs through 

Key Steps in Business 
Acquisitions 

this stage, a risk analysis should be 
undertaken in relation to each area 
with your advisors. You should always 
ensure that a full detailed scope is 
agreed upon with your advisors and 
that your expectations in terms of the 
content of the due diligence report be 
clear prior to detailed due diligence 
work commencing.

         Final Offer & Purchase 
Agreement 

Construction of the final offer and 
purchase agreement will usually take 
place in conjunction with detailed due 
diligence as issues are identified and 
negotiations are undertaken. 

Your legal advisor should work closely 
with your financial and taxation 
advisors to compile the final purchase 
agreement and ensure that final terms 
are complementary to your financial 
and taxation circumstances. 

The purchase agreement will usually 
contain warranties which protect a 
buyer from financial losses resulting 
from misrepresentations provided by a 
seller during the due diligence phases. 

        Post-Merger Integration 
One of the most important but often 
overlooked aspects of an acquisition 
is the post-merger integration. Failure 
to properly manage this process can 
be disruptive and costly to the existing 
and acquired businesses. 

Whilst unique for each merger, 
some of the issues which may need 
to be effectively managed include 
human resources and cultural 
issues, the integration of IT systems, 
administration functions and the 
relocation of business premises. 

For advice on business 
acquisitions, contact the PKF 
Corporate Finance team for  
expert advice.



Paftec Australia: Leading
the field
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LEVERAGING AUSTRALIA’S 
LEADING POSITION IN THE 
MEDICAL RESPIRATORY DEVICE 
MARKET, PAFTEC AUSTRALIA 
HAS BUILT A FAST GROWTH 
BUSINESS AS A SPECIALIST 
IN INNOVATIVE AND QUALITY 
PROTECTIVE RESPIRATORS. 
ALREADY BEING SOLD IN MORE 
THAN 20 COUNTRIES, PAFTEC’S 
RESPIRATORS DELIVER SIGNIFICANT 
SAFETY AND COMPLIANCE 
BENEFITS TO SOME OF THE 
LARGEST INDUSTRIAL COMPANIES 
IN THE WORLD. 

PAFtec was established in 2009 by a 
world-class medical device engineering 
team from ResMed Ltd. With a vision to 
dramatically change respiratory protection 
devices, the PAFtec team launched 
CleanSpace™ Powered Respirators.

A paradigm shift
CleanSpace™ is a respirator with the 
ease of use and mobility of a negative 
pressure mask, as well as the assured 
protection of a powered respirator 
without the high cost.

Designed and built with the same rigour 
as is applied in the medical industry, 
PAFtec has developed a range of 
powered respirators with the convenience 
and ease of use of a negative pressure 
mask, and the assured protection of a 
powered respirator. The CleanSpace™ 
respirators are safe, wearable and smart. 

World class training and support
The company’s dedication to product 
quality, training and customer service is 
reflected throughout the business. Every 
CleanSpace™ respirator is individually 
tested for quality and performance in 
PAFtec’s facility in Sydney. Although it’s 
young, the company boasts a preferred 
supplier program and stringent quality 
control processes, for all components. 

challenging times can come under strain 
when reviewing operating costs. Smart 
management has adopted technology 
in safety to achieve a safe workplace, 
and improved productivity and cost 
management.

Respiratory protection made easy
‘Comfort and fit are the key factors 
in compliance with mandatory PPE 
requirements. CleanSpace™ respirators 
make effective respiratory protection 
easy for management to implement and 
support going forward,’ says Dr Alex 
Birrell, PAFtec’s CEO.

Safety is a serious business, and 
companies need cost-effective solutions 
that afford the highest level of protection 
with excellent compliance. With its multi-
award winning CleanSpace™ respirators, 
PAFtec have the best, game changing 
solution for the global respiratory 
protection market. 

Its quality management system is 
accredited to the globally recognised 
ISO 9001 Standard. An important part 
of using a CleanSpace™ respirator is 
the training that has been developed 
with industrial customers in mind. 
Delivered by PAFtec’s experienced 
product specialists and distribution 
partners the training is supported via the 
CleanSpace™ Online Training Program.

Cost management matters
Mining operations globally have 
been shaken by the shattering drop 
in commodity prices. Restructures 
are focusing on delivering improved 
operating efficiencies to drive lower 
costs and open up margins. The stand-
out safety culture over the last decade 
in the Australian industrial sector has 
elevated PAFtec to become a world 
leader in workplace safety practices. 
Maintaining safety practices in these 

CLIENT PROFILE 

PKF interview Paftec Australia, a world leader  
in mobile respiratory devices.

For more information visit: www.paftec.com



Transfer Pricing –  
International Dealings  
New Australian Requirements
GIVEN THE SIGNIFICANTLY 
INCREASED FOCUS OF THE 
AUSTRALIAN TAXATION OFFICE 
(“ATO”) ON WHAT IT PERCEIVES 
TO BE MULTINATIONAL PROFIT 
SHIFTING, IT IS CRUCIAL FOR 
BUSINESSES TO PROACTIVELY 
MANAGE THEIR INTERNATIONAL 
TRANSACTIONS WITH RELATED 
PARTIES.

Background
With an Australian government 
desperate to raise revenue and eager to 
demonstrate to the electorate that it can 
be tough on the “big end of town” and 
multinational groups with international 
dealings, we live in an environment 
where we can expect a significant 
increase in the scrutiny of international 
related party dealings. 

Most would have seen the executives 
from BHP, RIO, Apple, Google, Microsoft 
facing questions on their international 
dealings at the recent Australian Senate 
Standing Committee on Economics 
hearings on these matters. 

Furthermore, there have been some 
substantial changes made to the 
Australian transfer pricing provisions, 
which impact years of income 
commencing after 29 June 2013. 
These include; bringing the disclosure 
requirements of the International 
Dealings Schedule (which replaces the 
old Schedule 25A) in the tax return into 
the self-assessment regime; introducing 
a simplified record keeping requirement 
for small taxpayers; providing the 
Commissioner of Taxation much more 
scope to make tax adjustments; aligning 
many of the requirements with the 
OECD guidelines; and providing more 
support for profit based methods 

requirement. The type of documentation 
that is needed is described in the 
following paragraphs.

Several years ago the ATO articulated 
the following 4 step process for 
setting and reviewing transfer pricing 
arrangements within a multinational 
group.

More recently in 2014, the ATO updated 
many of the requirements and bought 
them into line with OECD guidelines, it 
also included the requirements in the 
self-assessment regime, and identified 5 
key questions that should be addressed 
in a taxpayer’s transfer pricing 
documentation:

1
 
What are the actual conditions that 
are relevant to the matter?

2
 
What are the comparable 
circumstances relevant to 
identifying the arms length 
conditions?

What is Transfer Pricing 
Documentation?
For the tax years of income commencing 
after 29 June 2013, Australian taxpayers 
are now required to have made a 
genuine effort to correctly self assess 
their tax positions under the transfer 
pricing rules, and for that effort to have 
been documented before the lodgement 
of the tax return.

Documentation prepared after 
lodgement or held offshore that is 
available on request will not be sufficient, 
and cannot be later relied upon as 
evidence of documentation kept by 
the taxpayer at the date of lodgement. 
This has significant ramifications on the 
penalty that may be levied in respect of 
an ATO adjustment.

It should be noted that books 
and records, a general ledger, 
invoices and credit notes etc. are 
not “documentation” that satisfies 
the transfer pricing documentation 

pkf.com
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With the ATO closely scrutinising international 
transactions, great care must be taken to comply  

with the new transfer pricing requirements.

TAXATION Steve Williams  I  Partner – Taxation

 Step 01 

Accurately characterise the 
international dealings between the 

associated enterprises in the context 
of the taxpayer’s business and 
document that characterisation

 Step 02 

Select the most appropriate 
transfer pricing methodology or 
methodologies and document 

the choice

 Step 03 

Apply the most appropriate method and determine the 
arm’s length outcome and document the process

 Step 04 

Implement support processes. Install review process to ensure 
adjustment for material changes and document those processes.

Figure 1: 
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3
 
What are the particulars of the 
methods used to identify the arm’s 
length conditions?

4
 
What are the arm’s length conditions 
and is / was the transfer pricing 
treatment appropriate?

5
 
Have any material changes and 
updates been identified and 
documented?

Small Taxpayers’ Simplified Record 
Keeping Option
In March 2015, the ATO released a 
simplified record keeping option for 
international related party dealings for 
Small Taxpayers. 

Basically, this applies where all of the 
following criteria are met:

1
 
Turnover for the Australian economic 
group is less than A$25M in the 
income tax year (refer 7. below in 
respect of Distributors)

2
 
The taxpayer has not incurred tax 
losses for the past three consecutive 
years

3
 
The taxpayer does not have related 
party transactions with entities 
in certain listed countries (those 
considered tax havens)

4
 
The taxpayer has not undergone a 
restructure in the past year

5
 
The taxpayer does not have related 
party cross border transactions 
involving royalties, license fees or 
R&D arrangements

6
 
The taxpayer does not have specified 
‘service’ related party dealings 
(expense or revenue) greater than 
15% of turnover

7
 
If the taxpayer is a ‘Distributor’ 
certain additional criteria need to 
be met:

i. Turnover must be less than 
$A50M for the Australian economic 
group

ii. Does not have a profit before tax 
ratio of less than 3%

8
 
Has assessed its compliance with 
transfer pricing rules

The Small Taxpayer Simplified Record 
Keeping option does not apply where 
the cross border related party dealings 
involve financial transactions (loans, 
guarantees etc.), or dealings of a capital 
nature.

Transfer Pricing 
Documentation

Small Taxpayers
If a business meets the requirements 
of the ‘simplified record keeping’ 
option as set out in Section 3 above, 
the minimum requirement is that a 
File Note is brought into existence to 
be retained on the annual tax return 
workpapers evidencing; that the various 
requirements to utilize the simplified 
option were met; identify the cross 
border transactions; and why they are 
considered to be arm’s length. Note 
that this option is a simplified transfer 
pricing documentation approach, not an 
exemption.

All Other Taxpayers
At a minimum, a document needs to be 
brought into existence, which follows 
the 4 step process and addresses the 5 
questions as set out in Section 2 above.

This should include a simple functional 
analysis characterising the international 
dealings to support the conclusions 
reached on the selection of pricing 
methodology and amounts charged under 
the chosen method. This will require some 
analysis of Comparable Uncontrolled 
Transactions (“CUPS”) with entities outside 
the group if these exist, or benchmarking to 
comparable unrelated entities.

Conclusion
In this uncertain and rapidly evolving 
international tax environment, we can expect 
significant scrutiny of international related 
party dealings. The ATO is aggressive and 
one of the more sophisticated Revenue 
Authorities in the world. 

It is not simply tax risk that needs to 
be managed; the reputational risk 
of businesses can also be a major 
consideration.

Given the recent developments noted 
above businesses need to consider the 
level of documentation they have regarding 
their international related party dealings 
and determine whether this documentation 
satisfies the ATO requirements. 

PKF has the expertise to assist businesses 
by reviewing current arrangements, 
documenting risks and functions; 
developing complying documentation and 
undergoing benchmarking studies. 

Contact your local PKF office for a 
full assessment of your current and 
future needs.



The challenge of change – 
do you have a trusted adviser?
I HAVE HAD THE PLEASURE 
OF WORKING WITH THE PKF 
NEWCASTLE AND SYDNEY 
TEAM FOR THE LAST 23 YEARS. 
DURING THAT TIME I HAVE 
PROVIDED ADVICE TO MANY 
CLIENTS DURING DIFFERENT 
PHASES OF THEIR LIFE. I AM 
ALSO MARRIED WITH THREE 
YOUNG CHILDREN, AND VERY 
AWARE OF THE ISSUES THAT 
WE ALL FACE DURING THE 
DIFFERENT STAGES OF OUR 
LIVES. 

It is equally unfortunate that the 
regulators who manage the advisory 
community (some 15,000 to 18,000 
advisers in Australia) lack the foresight 
in leadership that is required to rectify 
past wrongs in the market place. Some 
of our biggest banks are the latest in 
the firing line. 

The new FOFA (Future of Financial 
Advice) rules introduced from 1st July 
2014 bring more transparency for 
consumers so that they have better 
awareness of the advice they are 
receiving and the costs associated 
in the provision of this advice. These 
changes are a step in the right 
direction however more still needs to 
be done from an educational, training 
and audit of compliance perspective 
around financial advice. In recent 
times the current government even put 
forward proposals to water down the 
new consumer protection laws around 
specific advice measures but were 
unable to get them passed. 

At PKF Wealth the advice approach we 
take is coined “Future of choice”. This 
means that your accountant, lawyer 
and financial adviser work together 
towards meeting your goals and 
objectives during the course of your 
personal and business life. 

markets. They are measured in one or 
more decades, the timing is uncertain. 
For example, our aging population has 
been impacted by many trends over 
the last fifty years, including lower 
fertility, technology, the entry of women 
into the labour force in the 1970’s, and 
baby boomers exiting the labour force 
from the 1990’s. 

As a priority we ensure that we are 
aware of who you are. This may take 
several meetings, or in some cases 
years, depending on your priorities 
/ highest need. Your highest need 
is usually the biggest issue that you 
will have unresolved in your mind in 
relation to your financial and personal 
affairs. What keeps you awake at 
night? Our job is to build confidence, 
capability and trust with you over time 
and become a trusted adviser to your 
family, not just give advice on specific 
matters. 

Part of the role we perform is to 
manage investment portfolios for 
clients on an ongoing basis. As an 
example, over the last three years 
during our review process with clients 
we have discussed their portfolios and 
in particular their ongoing tolerance 
for risk, the mix of investments, cash 
flow requirements and in particular 
the allocation between Australian and 
international assets. There are many 
economic variables and drivers here 
to warrant increasing the allocation 
of assets from an international 
perspective and reducing the allocation 
of Australian assets within a particular 
portfolio.  This topic in itself could take 
up this page. 

There are also a number of structural 
issues within the economy that 
need to be addressed, relating to 
the composition or operation of an 
economy, industry or market. These 
emerge from sustained cyclical issues 
that are left unchecked, including 
deficits, household debt, labour 
force composition, composition of 
government spending, taxation, 
immigration, composition of economic 
growth, and specific acts of nature 
such as the recent storms in NSW.

Secular trends are long term, deep 
rooted changes that are external to the 
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Secular trends can change the outlook of an investment 
portfolio greatly, so it is important to ensure you have an 

adviser who understands your needs and goals.

PKF WEALTH Craig Sawyer  I  Director – PKF Wealth

At PKF Wealth the advice 
approach we take is 

coined “Future of choice”. 
This means that your 

accountant, lawyer and 
financial adviser work 

together towards meeting 
your goals and objectives 
during the course of your 

personal and business life. 

Secular trends can lead to structural 
issues. Our aging population has and 
will continue to change the structure 
of government spending and taxation. 
Effects of secular trends are generally 
long and slow, often with a few booms 
and busts throughout as people and 
markets anticipate change too quickly, 
or in the wrong form. Nonetheless, 
secular trends leave an indelible mark 
– society is never the same again. 

As outlined above the federal 
government has some growing fiscal 
challenges, but the biggest macro 
issue is the challenge of change in 
the demographic of our population 
base and the impact this will have 
in demand and supply chains, asset 
prices and consumption. 

To ensure that you are getting 
the right advice, contact the PKF 
Wealth team for a consultation.
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PKF CONSULTING

Essential ingredients to 
effective planning
RICHARD C. CUTTING ONCE SAID, “IT WASN’T RAINING 
WHEN NOAH BUILT THE ARK!” NO DOUBT MANY OF US 
CAN RELATE TO AND APPRECIATE THIS EXPRESSION. IF 
WE LOOK AT ANY SUCCESSFUL BUSINESS THERE’S NO 
DOUBT THAT PREPARATION, SOUND BUSINESS PLANNING, 
INSIGHTFUL DECISION MAKING, AND AN OWNER’S 
COMMITMENT TO SUCCEED ARE THE FUNDAMENTAL 
PRINCIPLES BEHIND ITS OPERATION. 

But where do we start? It’s all well and good to commence a strategic 
planning process or business planning of some kind but how do we 
know what and where to align the priorities, actions, and resources? 
The answer is relatively straightforward and boils down to accessing 
useable information and knowledge – customer insight, research, and 
market intelligence. 

I’m sure we’ve all sat in a meeting and heard the expression, “I 
think this is what our customers want,” or “I think this is what our 
competitors are doing.” Then there’s the other old favourite, “… well 
this member told me so and they would know, so it must be right.” If 
we make our decisions based on this inadequate level of insight then 
we’re playing a very risky game. 

If this is the case, we need to alter our decision making philosophy 
from “I think” to “I know.” Furthermore, the current business 
environment is a challenging one. The traditional drivers (gaming, 
food, beverage, and membership) associated with our business are 
under real pressure and external threats remain. In conditions such 
as these, we need to ensure we’re doing everything we can to hang 
onto our current customers and entice potential customers though 
our doors. The only way we can seriously deliver here is if we fully 
understand what they need and want. You need to ask yourselves, 
“Do I understand my customers – their likes, dislikes, demographic 
and socioeconomic profile, motivations, perceptions, and their value 
to our business?” 

We also need to acknowledge that a good competitor will be trying 
to do exactly the same! Therefore, we must not only understand 
what motivates our customers but what it is about our product and 
service that gives us the edge over our competitors. The above flow 
chart demonstrates an effective process for obtaining a thorough 
understanding of your customer and the market environment within 
which they operate:

During this challenging period we’re finding more and more clubs are 
committing to consumer insight initiatives and/or research and market 
intelligence gathering techniques. However, this should never be a 
reactive or a ‘one off’ program. Successful businesses (no matter 
what industry or sector) rely heavily on understanding their customers 
and the current market forces that exist within their environments 
– both externally and internally. This knowledge and information 
forms the basis of their strategic planning and subsequent business 
planning processes. 

The Club Environment
What is a club? What does our club offer? How are we different?

Market Research Program Guideline

Every Six Months
1 Member/

Non-Member 
Focus Groups

2 Opinion Surveys
3 Myster Shopper
4 Membershup 

Data Analysis
5 Competitor 

Analysis

Annually
1 Quantative 

Survery (in 
conjunction with 
Focus Groups)

2 Member Renewal 
Surverys

3 Housekeeping 
- Database 
Cleansing

4 Major Competitor 
Review

Every 3-5 Years
- Demographic / 

Geodemographic 
Analysis (utilising 
new census data)

- Lifestyle, Attitude 
and Behaviour 
Research

Targets for Focus Group
Our club Non-Club Community Other local clubs & lapsed members

Other Inputs
ABS Trends Membership data

First Output
Mapping of your club 

versus Other Clubs
Defined segments representing key  

opportunities within the club

Validation Opportunity
Member/Non-Member Quant Survey Geodemographic profiling

Second Round Qualitative (if required)
Test proposed positioning

Final Recommendation

Patron Insight and Market Intelligence: The Process

Action
Membership Analysis Key Target Consultation ABS demographic 

analysis

The Club Environment
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Action
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Please refer to the recommended guideline to an effective  
market research process below. As a minimum this type 
of program should be committed to as a key board and 
management practice to ensure long-term success and market 
share protection...because as stated earlier, we need to alter  
our decision making philosophy from “I think” to “I know.”

For assistance in strategic planning, contact PKF’s 
hospitality experts to discuss your current situation.

PKF Consulting – Director  I  John Tully

The key to strategic planning is knowing what your consumers 
want, and then understanding how you can position yourself to 

have the edge over your competitors.



PKF 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.

Tax Diary
JULY 2015
14 Last day to issue 2015 PAYG Payment Summaries to employees.

21 Due date for lodgement and payment of June 2015 monthly BAS and IAS.

21 Due date for lodgement and payment of 2015 year Payroll Tax Annual Reconciliation.

21 Due date for the Taxable Payments annual report for the building and construction 
industry unless lodged by a tax agent.

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 2015 Quarter BAS if lodging by paper.

31 Due date for closely held trust Tax File Number reports.

AUGUST 2015

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.

21 Due date for lodgement and payment of July 2015 monthly BAS and IAS.

28 Due date for the Taxable Payments annual report for the building and construction 
industry if lodged by a tax agent.

SEPTEMBER 2015
21 Due date for lodgement and payment of August 2015 monthly BAS and IAS.

30 Annual TFN withholding report 2015 – due date for lodgement when a trustee 
of a closely held trust has been required to withhold amounts from payments to 
beneficiaries.

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

An Australian Government Initiative 

Sydney
T. 02 8346 6000

Melbourne 
T. 03 9679 2222

Brisbane
T. 07 3839 9733

Perth PKF Lawler
T. 08 6272 6888

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

Glenorchy 
T. 03 6273 1466

Walcha 
T. 02 6777 2377
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FIND US ON

BUSINESS ADVISORY SERVICES

Q  What was your first job? Any lessons you 
took away from this to shape or steer 
your career?

A  Apart from the local paper-run when I was 
in my early teens, my first job was in my 
Dad’s pub in Petersham, pouring beers and 
cleaning tables. This was where my passion 
for Hospitality was born. On the slow days I 
cleaned glasses behind the bar and chatted 
with the locals, who all had very interesting 
stories to tell. I suppose I learnt not to judge 
people, and to give everyone the chance to 
tell a tale. You can learn lessons from all sorts 
of people!

Q  A little known/interesting fact about you?

A  I am the first female President of Palm Beach 
Surf Lifesaving Club, which was formed in 
1921.

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

A  I’d have to say… guacamole, corn chips, and 
beer!  I am a huge avocado lover, and I think 

Take 5 with...  
Kate MacDonald

everyone in the Sydney office have witnessed 
my affection for a Friday afternoon beverage!

Q  If you could have dinner with one person 
(dead or alive) who would it be and why?

A   Probably Elvis Presley. Strangely, I was a huge 
fan as a little girl, even though he died before  
I was born. My dad introduced me to his 
music and his life story, and I just found him to 
be such an innovator and risk taker. His voice, 
style and rhythm are still unparalleled. I think 
a cheese burger and a Pepsi with the King of 
Rock n Roll would be pretty cool!

Q  What do you love most about your job?

A  I love being exposed to so many different 
hospitality businesses. We work with large 
pub groups, restaurants, nightclubs and 
small bars. Each have their own particular 
intricacies, and I really enjoy that. I feel  
like we are constantly being challenged  
by new clients and their different offerings.  
If my experiences in the industry can help  
a client in any small way, that’s a great  
feeling too. 


