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This hasn’t stopped t

Steve Meyn

Managing Director

welcome
WINTER

AS WE WELCOME YOU TO THE WINTER EDITION OF PULSE, THE NEW 
FINANCIAL YEAR HAS ARRIVED, AND WE CAN MOVE FORWARD WITH 
GREATER CERTAINTY AND STABILITY WITH THE SHOCK ELECTION RESULT 
THAT SEES SCOTT MORRISON HOLD ON TO HIS SEAT AND CONTINUE WITH 
THE COALITION AT THE HELM. 

With the issue of government decided, we now focus on the proposed changes that 
were weighing on the minds of many as policies and proposed changes were bandied 
around by the competing parties. We know that proposed changes to negative gearing, 
franking credits and capital gains tax will not be going ahead which, for many of our clients 
will come as a relief. And due to this, it has been reported that there has been increased 
confidence in the market with ScoMo leading the country as we sit comfortably in the 
knowledge that ScoMo, as part of his election campaign, showed renewed support for 
small and family businesses who are at the heart of the Australian economy. 

Australia though, is still feeling the impacts of the Royal Commission into Financial 
Services. Many of the big banks have moved away from their previous ambition to be 
“all-purpose finance houses” and dissolved their wealth management arms. The focus 
from the Royal Commission is on ensuring quality of appropriate advice through increased 
regulation and more stringent processes which has seen the effect of tightened processes 
around accessing certain funds. 

Funds continue to be a problem for regional Australia as the drought continues to add 
pressure for farmers and regional communities. We encourage all of our readers to 
continue to think about how we can support various relief campaigns. As always, our 
thoughts are with those on the land. 

In news from PKF, a huge congratulations to Jonathan Alizadeh in our Audit 
and Assurance team on receiving the PKF Employee of the Quarter Award. 
Jonathan is a team player who consistently looks out for his team, he 
builds great relationships with clients and stakeholders and is passionate 
about the work he does. Jonathan epitomises everything that PKF stands 
for and it is fantastic to know he is upholding the PKF values of passion, 
teamwork, clarity, quality and integrity with such pride. 

The end of financial year is a great opportunity for us to celebrate the achievements of the 
previous year and look at what we have learnt about the business and what small changes 
can we make, think the 1%, that can ensure an even better 2020.

As always, we thank you for your ongoing support and the opportunity to be a part of your 
journey. 

Warm regards,

Steve Meyn

Managing Director

Jonathan Alizadeh 
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Though most Directors would not knowingly participate in illegal phoenixing, 
moving assets to protect a Director’s personal financial wealth when  

a business is facing liquidation, could be viewed as phoenixing and both  
the Director and their adviser may now be held liable.

New Legislation Reinforces 
Need For Directors To Get  
The Right Advice
WHILST THE TIDAL WAVE OF 
REGULATION, GOVERNANCE AND 
ACCOUNTABILITY CONTINUES 
TO GROW, THE FEDERAL 
GOVERNMENT HAS ANNOUNCED 
THE INTRODUCTION OF NEW LAWS 
TO COMBAT ILLEGAL PHOENIXING 
AND TO FOCUS ON THE 
ACCOUNTABILITY OF DIRECTORS 
AND THEIR ADVISERS.

What is illegal phoenixing?
Illegal phoenixing is an activity which is 
undertaken when a business is liquidated 
to avoid paying debts (including taxes, 
employee wages, superannuation and 
creditors/suppliers) and a new company 
is created to continue the business often 
using a similar name.

Though most Directors would 
not knowingly participate in illegal 
phoenixing, moving assets to protect a 
Director’s personal financial wealth when 
a business is facing liquidation, could 
be viewed as phoenixing and both the 
Director and their adviser may now be 
held liable.

What will change?
The Treasury Laws Amendment 
(Combating Illegal Phoenixing) Bill 
2019 makes it an offence for company 
Directors to engage in creditor-defeating 
dispositions of company assets or to 
hinder or delay access to company 
property.

• Both a Director and their adviser 
(pre-insolvency or other architects of 
illegal phoenix activities) may be held 
accountable.

• The government has amended the 
Insolvency Practice Rules to restrict 
voting rights of related creditors and 
ensure honest creditors are not being 
affected by those complicit in illegal 
phoenix activity.

Principal  I  Trudy Hickey BUSINESS RECOVERY & INSOLVENCY 

• Directors may be held accountable 
for misconduct by preventing 
Directors from improperly backdating 
registrations or ceasing to be a 
Director when this would leave the 
company with no Directors. This will 
be implemented through a new Act 
called the Commonwealth Registers 
Act 2019 which has been introduced 
to modernise the Commonwealth 
registers and will include a “Director 
identification number (DIN)”.

• The Commissioner will be able to 
collect estimates of anticipated 
GST liabilities and make company 
Directors personally liable for their 
company’s GST liabilities in certain 
circumstances. This is on top of the 
current provisions that can create 
personal liability for wages withholding 
tax and compulsory employee super 
contributions.

• The Commissioner of Taxation will 
be able to retain tax refunds where a 
tax payer has failed to lodge a return 
or provide other information to the 
Commissioner that may affect the 
amount the Commissioner refunds.

• The safeguards include an extension 
to the safe harbour provisions for 
Directors of companies in financial 
distress. These amendments allow the 
safe harbour provisions to “continue 
to operate as intended and continue 
to promote a culture of business 
restructure and turnaround.”

pkf.com
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How does this affect honest 
businesses?
This legislation highlights the necessity 
to choose the right advisers when a 
business is suffering from financial 
distress. Your accountant may not have 
the skills or expertise to ensure that you 
do not fall foul of the legislation. It is 
important that at the first sign of distress, 
you and/or your adviser engage the 
services of a specialist business recovery 
and insolvency expert to navigate through 
the legislation, protect your assets and 
give the business the best chance of 
survival.

What do advisers need to know?
Advisers are now accountable alongside 
their clients and face fines and 
prosecution should they be found to have 
given the wrong advice. A partnership 
with a specialist business recovery and 
insolvency expert will give your clients the 
reassurance they need and ensure that 
you will be viewed by the Commissioner 
as having taken all reasonable steps to 
legally comply with legislation.

Trudy Hickey has over 18 years’ 
experience in corporate and 
personal insolvency matters.  
Call Trudy on (02) 4962 2688  
for more information.

Though most Directors would not knowingly participate in illegal phoenixing, 
moving assets to protect a Director’s personal financial wealth when  

a business is facing liquidation, could be viewed as phoenixing and both  
the Director and their adviser may now be held liable.
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A business needs to articulate the position of a good investment.  
The more risk for an investor (in this case the bank), the higher the  

reward they will expect (in this case the interest rate).

Are The Banks Still Lending?
Andrew Beattie  I  DirectorNEWCASTLE BUSINESS ADVISORY 

A LOT OF DISCUSSIONS HAVE 
OCCURRED RECENTLY AS TO 
WHETHER BANKS ARE STILL 
LENDING TO BUSINESSES OR 
NOT. THERE HAS BEEN A LOT OF 
CHANGES AND TIGHTENING OF 
ASSESSMENT CRITERIA PRIMARILY 
ON THE BACK OF THE ROYAL 
COMMISSION AND WHILST IT 
HAS FELT LIKE THE BANKS HAVE 
CLOSED THEIR BOOKS, THEY 
ARE STILL LENDING BUT ARE FAR 
MORE DILIGENT AND SELECTIVE IN 
WHERE THEY PLACE THEIR FUNDS 
AND WHAT DEALS THEY BACK. SO, 
IF YOU ARE A BUSINESS OWNER 
REQUIRING FUNDING YOU NEED 
TO BE PREPARED. 

What does being prepared look like? 
Banks, and lenders generally, want to de-
risk their position wherever possible.  
Think about it from the perspective of 
making an investment.  
A business needs to articulate the 
position of a good investment. The more 
risk for an investor (in this case the bank), 
the higher the reward they will expect 
(in this case the interest rate). In my 
experience, a business needs to be able 
to answer the following questions:

1   Who is the borrower?
This is where to provide information 
about the business and who are the 
people behind it. Their experience, 
competitive advantage, structure, 
management details etc. Help the bank 
understand in detail who they are going 
to be backing.

2    What is the money for and 
why is it required?

This is all about what the funding is for 
and how it will be used and why the 
bank’s assistance is required. Help the 
bank to understand where their money 
is going and that it is being used for a 
legitimate commercial reason or need i.e. 
growth, new equipment etc. They want 
to ensure this is not a band aid and that 
you will not be coming back again for the 
same issue.

3    How does the bank get their 
money back?

This is all about serviceability (repaying 
the debt) and security (fall-back position 
of assets). Banks in Australia are ‘first 
way out’ lenders meaning they need to 
ensure the debt can be serviced before 
even worrying about assets or security. 
A business needs to be able to show a 
business case for how they will repay the 
debt and it is always good to propose 
what security is available or being offered 
as well.

Obviously, all the points above for any 
borrowing request will require supporting 
information and this is another area that 
businesses often let themselves down. 
Essentially the bank only wants to see 
the information that any proactive and 
informed business owner should want to 
see regularly and in a timely manner. At a 
minimum the information that a business 
should provide includes:

• Current financial statements and tax 
returns;

• Year to date management accounts 

– profit and loss statement (P&L) and 
balance sheet (B/S);

• Three-way budget and forecast – 
three-way means P&L,  
B/S and cash flow statement; 

• Ageing debtors and creditors reports; 
and 

• ATO integrated client account and 
income tax account reports. 

If this information cannot be provided or 
doesn’t exist, not only is it harder with 
any funding request but the question 
needs to be asked as to whether the 
business has the appropriate information 
to drive their operation and make the 
right decisions. 

Finally, for a business to be in the best 
position for a funding request it needs 
a good, proactive relationship with its 
bank and its banker. Many businesses 
only contact their bank when they need 
something however a business needs 
a banking partner, not a reactive order 
taker. Even if the news isn’t great include 
your bank in discussions and keep them 
informed. Like an investor, a lender 
doesn’t like surprises. 

PKF is regularly engaged to 
review, provide advice on and 
negotiate banking security 
structures, terms and funding 
strategies. If your business is not 
getting the banking or lending 
result you are after or you simply 
want an independent review, let  
us know. 
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In order to effectively implement a whistleblower hotline, a company must 
be trained effectively to professionally receive the disclosure of sensitive 

material and ensure the effective management of such matters.

PKF INTEGRITYManaging Director  I  David Morgan

A step in the right direction

AN AREA THAT BUSINESSES 
NEED TO GET RIGHT IN THEIR 
OPERATIONS IS AN EFFECTIVE 
WHISTLEBLOWING FRAMEWORK. 
ONE OF THE EXISTING 
REQUIREMENTS UNDER THE 
DRAFT BILL IS FOR ALL LARGE 
PROPRIETARY AND PUBLICLY 
LISTED COMPANIES, AS DEFINED 
BY THE CORPORATIONS ACT, TO 
HAVE A WHISTLEBLOWER POLICY 
IN PLACE. 

Whistleblowing is a critical action that 
enables employees to raise awareness of 
people within their organisation partaking 
in fraud, corruption and other forms 
of misconduct. If corporations wish to 
maintain their integrity, it is essential 
to prevent, find and deal with any 
misconduct that transpires within their 
organisation. 

Whistleblowing is an important step 
in the right direction. What will make 
this a reality, though, is a culture of 
balance between trust and good internal 
controls. The reporting framework only 
works effectively when an organisation’s 
employees are prepared to speak up. 

I believe whistleblowing is a critical 
control mechanism, but it requires a 
lot more than just a hotline or a policy. 
Business leaders must also lead from 
the front. 
They must 
encourage 
employees to 
make the right 
choice and 
speak up. They 
do this not only 
by talking the 
talk but also 
walking the 
walk. Ethical, 
consistent and 
transparent leadership not only breeds a 
positive and open internal culture but also 
helps deter misconduct in the long term.

Encouraging and embracing 
hotlines
One of the key tools for businesses 
to more effectively identify dishonest 
activity in their company has been a 
whistleblower hotline. The ACFE report 
found organisations that utilised a hotline, 
detected fraud by way of tips-offs 50 per 
cent more often than those that didn’t. 
Just by simply having a hotline, they lost 
$229,000 less when they experienced a 
scandal.

Hotlines provide companies with a 
greater assurance that they have 
knowledge over what is happening in 
their business. In contrast, the report said 
that organisations without hotlines were 
more than twice as likely to detect fraud 
by accident. In most cases, there will be 
an individual that has knowledge of an 
incident, though they will not highlight 
it until there is a safe avenue to raise 
awareness to the company or through 
external sources.  

In order to effectively implement a 
whistleblower hotline, a company must 
be trained effectively to professionally 
receive the disclosure of sensitive material 
and ensure the effective management 
of such matters. If whistleblowers want 
to remain anonymous, companies must 
also enable this to occur; but also set up 
processes that enable the organisation 
to return to the whistleblower if more 
information is required or needs to be 
tested. Getting this balance right is 
important, not just for the whistleblower 
but other stakeholders involved in 
the process. There is value, too, 
in organisations electing to use an 
outsourced whistleblower hotline service 
as they are independent. 

Whistleblowers appreciate talking to 
an independent, objective and skilled 
professional. Yet, while many companies 
are now adopting external hotlines as an 
option for employees, it is not uncommon 
for the service to only be symbolic. 
A worrying trend we find with some 
organisations is that they are including a 
whistleblower hotline just to tick a box. 

Whistleblowing In The 
Boardroom – Part 2

It is disappointing to see that businesses 
aren’t properly embracing this service and 
providing support for employees to have 
the courage to contact the hotline. This 
can sometimes be because of a strong 
ethical culture. But often it is because 
people don’t know they have an option 
to report or don’t trust the process. 
Companies seem to only be concerned 
with meeting the criteria placed by 
regulations, without properly considering 
the real benefits that a hotline provides.

Be sure to keep your eye on the 
next edition of Pulse to read on  
for Part 3 of Whistleblowing In  
The Boardroom.

The ACFE report found 

organisations that utilised  

a hotline, detected fraud  

by way of tips-offs 50 per cent 

more often than those that 

didn’t. Just by simply having 

a hotline, they lost $229,000 

less when they experienced  

a scandal.



Why People Choose To Have 
A Self-Managed Super Fund

David Henriksen  I  PartnerSUPERANNUATION

There are around 600,000 SMSFs in Australia today with over  
1.1 million Australians who are members of their own SMSF.

I OFTEN GET ASKED, “WHEN SHOULD I CONSIDER 
HAVING A SELF-MANAGED SUPER FUND 
(SMSF)?”. THE ANSWER IS IT DEPENDS ON YOUR 
CIRCUMSTANCES AS WELL AS OTHER FACTORS.

Some of the key reasons why people do have or consider an 
SMSF include:

1     Cost savings  
With a consolidated super balance between up to four 
members if they have a combined value of around $400,000 
running an SMSF may be cheaper in fees compared to 
leaving benefits with current industry or retail super funds. 
This is because the members/trustees control the costs 
and have a choice to pay for professional assistance or 
just pay the fixed cost of the annual accounting, audit and 
administration of the SMSF. Compared to other industry and 
retail funds that most often charge a fee based on the value 
of the super fund.

2    Better investment choice and flexibility  
With an SMSF members/trustees have access to more 
investments as they can invest directly in property, all 
listed shares in Australia and globally, unlisted trusts such 
as property trusts or investment trusts, bonds, crypto 
currencies, precious metals and any other traded assets 
(generally speaking). It is very common for a business owner 

to consider holding business premises that they run out of in 
their SMSF if it is able to fund the property through either its own 
funds or through Limited Recourse Borrowing Arrangements 
(LRBAs).

3    Control  
Sometimes people just want full control of their super wealth 
as they do not trust any institutions to manage their retirement 
wealth. An SMSF gives them the ability to take full control over 
their retirement wealth for better or for worse.

4    Consolidation of multiple super balances into one 
place  

In the case of an individual or couple to have all their super in one 
portfolio they either manage themselves or with the assistance of 
a trusted investment adviser. This consolidation allows for better 
oversight of investments removing the noise of having various 
super accounts all invested differently and never really having 
a global view of their total asset position or allocations across 
various markets and investments. 

5    Better estate planning strategies  
With industry and retail super funds if your adviser is trying 
to separate various contributions to better manage super 
benefits that may or may not be taxed on your death (this 
gets complicated in industry or retail super funds). For each 
contribution that is to be quarantined a new super account 

“Sometimes people just want full 
control of their super wealth as 
they do not trust any institutions 

to manage their retirement wealth. 
An SMSF gives them the ability to 

take full control over their retirement 
wealth for better or for worse.”
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PKF Central 
Coast New 
Office
PKF CENTRAL COAST IS EXCITED 
TO ANNOUNCE THAT THEY HAVE 
NOW RELOCATED TO THEIR 
NEW STATE OF THE ART OFFICE, 
LOCATED AT SUITE 2, 184 THE 
ENTRANCE RD ERINA.

The new office is located in the block 
next door to their old office and is 
next door to Forty Winks.

The new office provides a modern 
environment, catering for the growth 
that the firm has encountered over the 
years.

PKF Central Coast welcomes all its 
clients and networks to call in to 
check out the new space. 

(and portfolio) needs to be set up. In an SMSF however, even 
though you can only have one accumulation account (the account 
your contributions first go to and are held until you qualify to start 
pensions) you can run many pension accounts. This then allows 
for better estate strategies at the same time as still only having 
one portfolio supporting many member accounts. Even in events 
such as the death of one spouse things can continue in the SMSF 
in most circumstances with no need to move portfolios and 
investments around as would be needed in other super funds like 
industry and retail super funds.

“An SMSF can have up to four members and 
commonly has either one member or a couple 

who are both members.” 

An SMSF is a special type of trust that if established properly 
complies with the Superannuation Industry Supervision Act (SIS 
Act). By complying with the SIS Act, it is taxed concessionally 
compared to other types of trusts such as family trusts (both fixed 
and discretionary) or widely held trusts. An SMSF is taxed at a 15% 
income tax rate (and 10% tax on capital gains if the asset sold was 
held for more than 12 months) while it is in accumulation mode and 
a very generous Nil% income tax rate (and capital gains tax rate) 
when in full pension mode.

An SMSF can have up to four members and commonly has either 
one member or a couple who are both members. 

The members are the ultimate controllers of the SMSF and are 
responsible for ensuring the SMSF complies with the SIS Act. If 
they fail to ensure the SMSF is run properly they can be fined or 
have criminal charges against them or have their SMSF made 
non-complying by the ATO who regulates SMSFs. If made non-
complying the SMSF is issued a tax bill at 45% of the value of the 
SMSF assets at the time of becoming non-complying (nearly 50% of 
the member’s retirement wealth is lost to tax in such an event). 

Most SMSF members/trustees seek expert advice from their 
accountant, financial adviser and/or SMSF administrator to ensure 
they are properly managing their SMSF to avoid breaking the law 
and having any negative outcomes. There are around 600,000 
SMSFs in Australia today with over 1.1 million Australians who are 
members of their own SMSF.

Before considering an SMSF I encourage all people to talk to an 
SMSF accountant or financial adviser on this topic to ensure all 
risks are considered. This article is general in nature an should not 
be used as the basis to establish an SMSF without further advice 
that considers your personal circumstances and suitability of such a 
product.

If you have more questions after reading this article or  
have an SMSF and want to talk further please contact  
PKF Sydney & Newcastle on (02) 4962 2688 or email  
super@pkf.com.au and one of the team will contact you  
to assist further.



IN THE PURSUIT OF BUILDING OUR 
‘IDEAL’ LIFESTYLE, MOST OF US 
TEND TO FOCUS ON WHAT WE 
WANT AS BEING URGENT, INSTEAD 
OF WHAT IS IMPORTANT FOR OUR 
LONG-TERM NEEDS. TAKING OUT 
THAT ENORMOUS MORTGAGE 
TO BUY OUR DREAM HOME AND 
FILL IT WITH LOTS OF STUFF THAT 
WE WANT, BUT PROBABLY DON’T 
REALLY NEED, SEEMS URGENT 
- BUT IS THIS STUFF REALLY 
IMPORTANT? THE UPGRADING OF 
OUR CARS, THE PURCHASING OF 
THE NEWEST SPARKLING TRINKET, 
TOY OR GADGET, OR DINING OUT 
MULTIPLE TIMES A WEEK TAKES 
PRIORITY IN THE HOUSEHOLD 
BUDGET AHEAD OF ITEMS THAT 
MAY BE VERY IMPORTANT BUT NOT 
URGENT. PERHAPS NOT URGENT 
UNTIL IT’S TOO LATE.

Imagine for a second that you have a 
machine in your garage that tirelessly 
printed money seven days a week, 52 
weeks a year. It is a well-oiled machine 
and has never skipped a beat. Do you 
think it is important to insure it? Just 
like you insure your car or your home? 
For most, this money printing machine 
just sits there at home, unprotected and 
uninsured. 

You guessed it – this machine is YOU. 
Now imagine that you could no longer 
work and generate income to fund your 
lifestyle or provide for your family. What 
would you do if you could no longer 
meet those large mortgage repayments? 
All of those life dreams are replaced with 
medical costs and worries about money, 
specifically about not having enough 
money. An insurance policy (that could 
have been put in place for a relatively 
low cost) to cover your loss of income 
and pay your debts so that you can 
focus on your health now seems very 
urgent, but it is unfortunately too late.

Your capacity to generate income 
until the day you decide to retire is too 

If You Owned A Money Printing 
Machine, Would You Insure It?

For most, this money printing machine just sits there at home, 
unprotected and uninsured…You guessed it – this machine is YOU… 

What would you do if you could no longer meet those large  
mortgage repayments?

PKF WEALTH Luke Kelly  I  Private Wealth Adviser

often taken for granted and severely 
undervalued. If we were asked to 
write down our most valued assets, 
most of us will list our home and other 
investment properties, maybe our share 
portfolio or our superannuation fund. 
Some may also put down their business 
as their most valued asset. What so 
often gets missed is the greatest asset 
of all – our capacity to earn income into 
the future. For example, if a 30-year-
old was earning $100,000 per year, 
increasing by only 3% each year, they 
would have earned approximately 
$6,327,594 by the time they reach age 
65 – easily making their capacity to earn 
future income the most valuable asset 
they have today. 

The sad reality is that 1 in 3 Australians 
will have a major medical event or 
illness (e.g. cancer, heart attack, stroke) 
between the ages of 30 and 64. Even 
more alarming is the statistics from 
the Rice Warner ‘Underinsurance in 

Australia 2015’ report that states that 
less than half (42%) of Australians have 
enough life cover to provide the same 
standard of living for their families if they 
were to pass away or could no longer 
work. Although most Australians have 
some form of life insurance, either in 
their superannuation fund or through a 
retail product, this cover just simply isn’t 
enough.

So, if you owned a money printing 
machine, would you insure it? Given that 
this machine is your most valuable asset 
today and it doesn’t cost too much to 
put protection in place (and most of the 
time it’s tax deductible!), the answer 
should always be yes.

Contact PKF Wealth on  
(02) 4962 2688 to discuss your 
financial affairs and how our team 
can steer you in the  
right direction.

pkf.com
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WORDS WHICH PERHAPS INVOKE 
A SENSE OF NERVOUSNESS IN THE 
LIKES OF BANKERS OR MORTGAGE 
BROKERS AND POTENTIALLY 
HEIGHTENED CONFUSION IN SME 
BUSINESSES. 

It would not be unreasonable to say that 
in recent months, there has been a visible 
tightening in lending practices among the 
Big 4 Banks. The reality is that lending 
guidelines and criteria, which may or 
may not have been strictly adhered 
to previously, will now be very closely 
monitored. SME businesses without 
collateral to offer as security are likely 
to find it increasingly difficult to source 
financing at affordable rates. 

Further, NAB’s decision in March 2019 to 
extend the Code of Banking Practice to 
small businesses with less than $5 million 
in total borrowings is likely to see even 
more stringent reviews of applicants, 
particularly if it is adopted by other banks 
as well. The likely result is that lenders, 
without collateral and the ability to 
enforce certain covenants, will essentially 
be asked to consider cash flow lending. 
Understandably, this is a high-risk 
proposition which will likely result in even 
more scrutiny into applicants.

So, as an SME business in a lenders’ 
market, how do you grow? At PKF, 
we are focusing our SME clients on 
understanding and bedding down the 
foundations of their core business as 
growth must be a careful journey.

Our focus areas:

1    Forecasting  

A dynamic forecast integrated into 
Business as Usual (BAU) is essential to 
the success and growth of any business. 

A forecast must incorporate lessons 
learned from historical trading, the impact 
of operational levers and be iterative and 
reflective of reality. A forecast must not be 
a set and forget exercise. Afterall, a cash 
flow forecast is essential to understanding 
the levers and value of any business.

CORPORATE FINANCEPrincipal  I  Demetria Kanagasabai

SME businesses without collateral to offer as security are likely to 
find it increasingly difficult to source financing at affordable rates.

Royal Commission Into 
Misconduct In The Banking, 
Superannuation & Financial 
Services Industry

2    Working capital
Could a better understanding of your 
working capital levers increase your ability to 
release cash into your business? Absolutely. 
Therefore, businesses must invest time 
to understand and articulate their cash 
conversion cycle. 

Be sure to take the time to assess the best 
working capital funding solution for your 
business based on your cash conversion 
cycle. For example, is a standard facility 
sufficient? Or is a bespoke facility required? 
Or is a credit card sufficient? 

3     Explore your strategies for 
growth

There are many options to grow your 
business. Organic growth might require 
you to focus on releasing cash from your 
business while inorganic growth will require 
careful analysis of your investment partner 
be it a trade partner, private equity, joint 
venture etc. Due diligence and options 
analysis may help you identify the right  
path for your business.

Contact PKF Corporate Finance  
on (02) 8346 6000.

“A robust forecast will 
allow you to articulate 

your strategy and growth 
trajectory to a lender.”

A robust forecast will allow you to 
articulate your strategy and growth 
trajectory to a lender. It will help you 
communicate your understanding of the 
market, the impact of seasonality and the 
levers available to the business. It is also 
important to highlight the stability of your 
forecast, for example, through revenue 
secured via long term customer contracts.

pkf.com
.au  I
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PKF Sydney’s Oz Tag Team

Easter In The PKF Office
IN TRUE PKF STYLE, (ALTHOUGH IT IS NOW A DISTANT MEMORY) EASTER CAME EARLY TO THE NEWCASTLE 
OFFICE AND WE WERE TREATED TO GREAT COFFEE AND AN AMAZING BACON AND EGG BREAKFAST, AS WELL 
AS OUR EASTER GOODIE BAGS!

A big thank you to Lauren Foster, Danielle Whitehead, Jorja Cowan and Ryan Sage from our Practice Services team and Jason 
from Hi-Top Coffee for spoiling us!

On behalf of the PKF Team, we hope you all had a wonderful Easter weekend (even if it feels so long ago now)!

PKF SYDNEY’S OPPORTUNITY TO REDEEM LAST YEAR’S OZ TAG GRAND FINAL LOSS TO CRESTONE 
CAME TO FRUITION IN MAY. 

The Oz tag team fought their way to the grand final over a thrilling 10 rounds. The games were played at Thursday 
lunchtime in Sydney’s beautiful Domain park. The team tagged, ran, passed and kicked their hardest but Crestone, 
(who, it should be noted recruit ex-dragons players) came out on top with a 6-5 win. Well done to the team consisting  
of Josie, Zach, Dom, Alex, Sam, Claire, Tom, Ed, Ben and Angela for coming 2nd overall!
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Partner  I  Nick Falzon

When utilised effectively, a policy of flexible working arrangements can help 
ensure employing companies have access to a broad and diverse talent pool 

to select their team from, the company can provide innovative solutions to 
their clients and they will generally have a more motivated workforce.

FLEXIBLE WORK ARRANGEMENTS 
ARE NOW A WELL-ENTRENCHED, 
AND EXTREMELY VALUABLE, 
PART OF EVERYDAY LIFE. THE 
COMBINATION OF TECHNOLOGY, 
EVOLVING MANAGEMENT AND 
CHANGING WORK REQUIREMENTS 
HAS MADE IT THE NORM RATHER 
THAN THE EXCEPTION FOR 
PEOPLE TO WORK ANYTHING 
BUT 9 TO 5, MONDAY TO FRIDAY, 
BUT THERE REMAINS A GREAT 
RESERVE IN HOW MUCH VALUE 
CAN BE EXTRACTED FROM THE 
PRACTICE. 

When utilised effectively, a policy of 
flexible working arrangements can 
help ensure employing companies 
have access to a broad and diverse 
talent pool to select their team from, 
the company can provide innovative 
solutions to their clients and they 
will generally have a more motivated 
workforce. The employees of these 
companies can be more effective in 
their jobs because they can assess, 
with their managers, what their most 
important KPIs are. In turn, they can 
determine what is required to meet 
these KPIs and how best to achieve 
them while balancing other interests or 
commitments in their life. This last point, 
being the ability to balance work and 
other aspects of their life, is so valuable 
to all of us and makes us better workers 
as well.

However, to make the most of the 
opportunity that flexible working creates 
we all need to understand the options 
open to us (managers and employees) 
and how best to use them in the specific 
circumstances that present themselves. 
Job Sharing is an excellent alternative 
for flexible work arrangements, but it 
is often misunderstood. I was recently 
(politely) corrected when I referred to 
a person’s work arrangement as Part-
Time when in fact it was Job Share. 
As was pointed out to me, Job Share 
involves two people sharing the same 

The point on job coverage is very 
important; I am sure we have all 
experienced roles where Part-Time just 
does not work because some matters 
need to be dealt with immediately and 
inevitably, and the Part-Time employee 
is regularly contacted on the days they 
are not meant to work. The employee 
ends up working Full-Time but paid for 
Part-Time…. not very motivating, efficient 
or fair. Job Share solves this problem. 
Of course, Job Share has its own set of 
challenges; my single biggest piece of 
advice is bringing a pair to a Job Share 
role as a pair. Never select two people at 
your discretion, bring them together and 
begin the Job Sharing from there. This is 
the equivalent to making Roger Federer 
and Novak Djokovic play doubles together 
and wondering why it doesn’t work as 
well as it should.

And by the way, I only had to be corrected 
once about confusing Job Share and 
Part-Time because the person correcting 
me was my wife.

To discuss your business strategy 
with a PKF adviser call Sydney on 
(02) 8346 6000 or Newcastle on  
(02) 4962 2688.

job not one person doing a job which can 
be accomplished in less than five days 
of full-time work (aka Part-Time). In Job 
Share, if you have a role which requires a 
Full-Time employee you can Job Share 
by having one person work say Monday 
to Wednesday, the other does the same 

Job Sharing And Part-Time –  
What’s The Difference?

“Never select two people 
at your discretion,  

bring them together  
and begin the Job 

Sharing from there.”

job but on Thursday and Friday. Often a 
one-day crossover is very effective (i.e. 
one person is Monday to Wednesday 
and the other is Wednesday to Friday) to 
help communication and collaboration. 
Job Share makes sense in so many 
ways. In my observation the primary two 
benefits are:

1    It brings two minds to a particular 
role promoting all the collaboration 
benefits that come from that.

2    It also means a job is covered 
every day while allowing employees 
the flexibility they desire while only 
paying the equivalent of one salary.

SYDNEY BUSINESS ADVISORY

pkf.com
.au  I

11



TAXATION Iain Spittal  I  Partner

Foreign incorporated companies that are controlled by Australian 
groups should assess their Australian residency status to identify any 
risks and remedial action that may be required, especially where there 

are potential decision-making influencers in Australia.

ATO Releases Practical 
Compliance Guideline 
2018/9 On Tax Residency Of 
Foreign Companies
THE AUSTRALIAN TAXATION OFFICE 
(ATO) RECENTLY RELEASED ITS 
FINAL GUIDANCE ON DETERMINING 
THE TAX RESIDENCY OF FOREIGN 
COMPANIES CONTROLLED BY 
AUSTRALIAN GROUPS.

The identification of tax residency is 
important as it can give rise to significant 
tax implications including exposure 
to Australian income tax and capital 
gains tax, application of Australian’s 
participation exemptions and Controlled 
Foreign Company (CFC) rules etc.

By way of background, a company that 
is not incorporated in Australia will be a 
tax resident of Australia if either of the 
following is met:

• The company carries on a business 
in Australia and has its Central 
Management and Control (CMAC) in 
Australia; or

• The company carries on a business 
in Australia and its voting power is 
controlled by shareholders who are 
residents of Australia.

Since the recent Taxation Ruling 2018/5 
on the meaning of CMAC, the criteria 
of carrying on a business in Australia 
will be met if the CMAC is in Australia 
even though the trading or investment 
activities of the business generating the 
profits are not in Australia.

The Practical Compliance Guideline 
(PCG) provides guidance for taxpayers 
on establishing where a CMAC is 
located and includes 15 examples. 
Below are some key factors:

• Board minutes recording who made 
the decisions and where they were 
made:  the Commissioner will accept 
them as prima facie establishing where 
the CMAC is located. Where there are 
no board minutes, other evidence may 
include papers circulated to board 
members in advance of meeting, 
contemporaneous correspondence/
emails showing the board’s 
deliberations and role played by each 
director, as well as oral evidence. 

• Decision making in more than one 
place (when directors physically 
meet in multiple locations or when 

board meetings are conducted 
electronically):  the Commissioner 
does not accept that a decision is 
necessarily made in the place it is 
formalised or where the last signature 
is placed on a resolution or vote 
on it is cast, but rather where the 
key decisions are made as matter 
of substance. Where meetings are 
conducted electronically, the focus is 
on where the participants contributing 
to high level decisions are located 
rather than where electronic facilities 
are based.

• The person that is merely influential 
versus real decision maker: in 
relation to high level decisions, 
consideration will be given to persons 
that are the real decisions makers as 
opposed to persons that are merely 
influential, even if that influence is 
strong.

• Relevance of company’s activities 
when identifying high level decision 
making:  the smaller the scale of 
business activities, the more likely 
high-level decisions will overlap with 
those who execute them and vice-
versa.

pkf.com
.au  I
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• Decision making in a corporate 
group:  directors of foreign company 
will not cease to exercise their CMAC 
merely because their decisions 
conclude that it is in the best interest 
of the company to facilitate the plans/
policies of its parent, comply with 
proposals advanced by its parent, 
make decisions only after receiving 
approval from the parent etc.

The PCG also outlines a transitional and 
ongoing compliance approach. Subject 
to certain conditions being met, the 
transitional period (from 15 March 2017 
to 30 June 2019) enables taxpayers to 
make the necessary changes (including 
appointment/removal of directors, 
conduct of meetings etc.) so that the 
CMAC is exercised outside of Australia. 

In addition, there is a safe-harbour 
for subsidiaries of public companies 
only whereby the residency risk will be 
considered low provided various strict 
conditions are met, including:

• The foreign company is either:

–   A subsidiary of a public group 
listed in Australia and is treated as 
a non-resident and as a CFC in 
Australia; or 

–   A foreign company (or wholly 
owned subsidiary) listed on an 
approved stock exchange and is 
treated as a resident of a listed 
country (i.e. France, United 
Kingdom, Germany, Canada, 
Japan, New Zealand and United 
States) for the purpose of the CFC 
rules. 

• A substantial majority of the CMAC is 
exercised overseas (that is not a tax 
haven) and the foreign company is 
treated as a resident in that overseas’ 

jurisdiction through board meetings 
that are held outside of Australia or 
where the majority of directors are not 
present in Australia; and

• The foreign company has not 
undertaken or entered in any 
artificial or contrived arrangements 
affecting the location of its CMAC, 
or in tax avoidance scheme whose 
outcome depends on the location 
of company’s residence, or in 
arrangements to conceal ultimate 
beneficial  or economic ownership, 
or arrangements involving abuse 
of board processes (including 
backdating documents or board not 
truly executing its functions).

PKF Comment
Foreign incorporated companies that 
are controlled by Australian groups 
should assess their Australian residency 
status to identify any risks and remedial 
action that may be required, especially 
where there are potential decision-
making influencers in Australia. This 
may include some improvements to 
the documentation of decision making 
overseas, revisiting the governance, 
systems and processes. This review 
should be conducted as soon as 
possible given the transitional approach.

“The identification of tax 
residency is important as it 
can give rise to significant 
tax implications including 
exposure to Australian 
income tax and capital 
gains tax, application of 
Australian’s participation 

exemptions and Controlled 
Foreign Company (CFC) 

rules etc.”

If you would like more 
information, contact our expert 
Tax team on (02) 8346 6000.

pkf.com
.au  I
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While the modified retrospective approach with practical expedients is  
the easiest of the three approaches to implement, it is undoubtedly  

the one that most reduces comparability of information in both current  
and future periods.

AASB 16 Leases –   
What Is The Impact?

Paul Pearman  I  PartnerAUDIT & ASSURANCE 

Lease liability ROU Retained 
earnings

$ $ $

Fully 
retrospective

5,464,934 3,567,710 (1,897,224)

Modified 
retrospective

5,464,934 3,567,710 (1,897,224)

Modified 
retrospective 
with practical 
expedients 
applied

5,464,934 5,464,934 –

It becomes evident from this example that the transition 
options can give vastly different results. Note firstly that where 
practical expedients are applied, the value of the ROU is $1.9m 
greater and so there will be an additional charge of $1.9m to 
depreciation over the remaining term of the lease. The above 
example assumes that depreciation is charged evenly over the 
term of the lease, but this may be on a reducing balance basis 
for some leases.

Secondly, it is worth considering that while depreciation and 
interest charges will be shown in the comparative profit or loss 
under the fully retrospective approach, this will not be true for 
the modified approach and so current and comparative periods 
will not be comparable.

It is also worth considering that the example assumes that the 
discount rate used in all cases is the same. However, under the 
fully retrospective model, the incremental borrowing rate would 
be used at transition versus the rate implicit in the lease for 
modified retrospective. Where lease terms are long or company 
circumstances have changed drastically, this might result in 
considerable differences.

What can PKF do?
PKF has developed a tool to help entities not just in identifying 
the initial financial impact of the new standard at the transition 
date, but also to assist with the ongoing reporting requirements 
of entities.

If you would like to know more about AASB 16, please 
contact the Audit & Assurance team on (02) 8346 6000.

UNDER THE NEW LEASING STANDARD, ENTITIES 
WILL BE REQUIRED TO RECOGNISE ON THE 
BALANCE SHEET THE LIABILITY RELATING TO ALL 
LEASES (INCLUDING THOSE FORMERLY CLASSIFIED 
AS OPERATING LEASES) ALONG WITH ASSOCIATED 
RIGHT OF USE ASSETS (ROUS) FOR EACH OF THESE 
LEASES.

What options do we have for implementing the new 
standard?

There are three transition approaches open to entities:

1    Fully retrospective whereby adjustments are made as if 
AASB 16 had always been in force.

2    Modified retrospective whereby the new standard is 
recognised only from the beginning of the current period 
and cumulative effects are recognised in brought forward 
reserves.

3     Modified retrospective (as above) with practical 
expedients.

What are the practical expedients?
The main practical expedient which is expected to appeal 
to preparers is the option to recognise ROUs at the value 
of lease liabilities at the start of the current period. Many 
preparers will find this useful as it removes any requirement to 
revisit assumptions from before the date of transition.

Another key expedient is that which allows entities to 
‘grandfather’ previous assessments around leases. Under this 
provision, entities can elect not to reassess contracts at the 
transition date that were previously assessed as not being (or 
containing) leases.

Practical example
While the modified retrospective approach with practical 
expedients is the easiest of the three approaches to 
implement, it is undoubtedly the one that most reduces 
comparability of information in both current and future 
periods. As such, Boards should consider all of the options 
available as part of their impact assessment process before 
deciding on which route to take.

This can be illustrated with a simple example. Take a 20-year 
building lease, with annual payments of $1.2m, an implied 
interest rate of 7% which commenced on 1 January 2005. 
Assuming that the ROU is depreciated evenly over the term of 
the lease, the transitional impact on the balance sheet at 30 
June 2019 could be any one of the following:
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NHS came to PKF for the quality advice needed for a continually expanding 
business. Since then, PKF has delivered monthly advisory board meetings, 

strategy sessions, disaster recovery and IT assistance.

Building A Business –  
The Makings Of NHS
FROM HUMBLE BEGINNINGS IN 
1911, JOHN ALBERT CROCKETT 
STARTED A SMALL PLASTERING 
BUSINESS – JA CROCKETT IN 
TIGHES HILL. DURING THE 20TH 
CENTURY, THAT BUSINESS 
BECAME SYNONYMOUS WITH 
PLASTERING IN NEWCASTLE.

Jump forward to 1981 and 
Northumberland Handyman Supplies 
Pty Ltd (NHS) was born and after initially 
operating out of Tighes Hill, moved to 
their current location in Lambton.

Over the years they have continued to 
diversify and grow. In 2004, NHS started 
selling timber building products, which 
has been a key success for them. In 
2009, NHS opened their Cardiff store, 
closely followed by the opening of their 
Beresfield store in 2016.

Two years later, NHS came to PKF 
for the quality advice needed for a 
continually expanding business. Since 
then, PKF has delivered monthly 
advisory board meetings, strategy 
sessions, disaster recovery and IT 
assistance. 

Today, NHS remains a local, family-
owned business with a long history in 
the region’s building industry – over 
100 years in fact! Keeping in the 
family line, fourth generation owners 
Matt and Jason Crockett, manage 
the business, priding themselves of 
knowing the importance of the building 
and construction trades in Newcastle 
and the Hunter. They are the biggest 
independent retailer of USG Boral 
Plasterboard and James Hardie in the 
Hunter region and one of its largest 
timber retailers. They remain focused  
on providing quality products and 
excellent service to their customers. 
Backed up with an expert team with 
industry experience, Jason says his 
team is always looking for ways to 
improve and grow.

“Our team is driven to be the best in the 
business and we focus on the customer 
experience. This has helped the business 
grow strongly in the past and we expect 
it to continue to help us grow. We will 
continue to assess opportunities for 
new locations and horizontal/vertical 
integration as they arise”.

PKF Director Andrew Beattie says that, 
“Many businesses say they care about 
their people and I can honestly say NHS 
truly does. This is evident in the culture 
and general environment when you go to 
one of the NHS locations and in the extra 
effort their people put in. With this kind of 
foundation, it makes our job a lot easier 
to effect changes and take advantage of 
growth opportunities for NHS. Whilst the 
business has been very successful over 
a long period of time, the Crockett family 
and their management team are always 
happy to be challenged and have a 
continuous improvement mentality which 
I have no doubt will ensure many more 
years of success not just for them but  
for the many team members they have  
in their family”. 

NHS prides themselves on great staff 
culture, with Jason explaining that “the 
NHS family’s core values are being 
safe and being dependable – it’s our 
commitment to our customers and 
suppliers and our commitment to each 
other. We work at making our staff feel 
valued, for example we give staff a paid 
day off on their birthday each year. At 
NHS everyone leans in and gets their 
hands dirty”.

The Future
NHS is a business with purpose. The 
NHS team gets up every day determined 
to help their clients, delivering orders 
across Newcastle, Lake Macquarie, 
Maitland, Port Stephens, Cessnock, the 
Hunter Valley, Central Coast and Great 
Lakes regions. 

CLIENT PROFILE 

For more information head to https://nhs.trade

It’s all part of their commitment to making 
it “easy as” for local tradies, builders and 
serious DIYers to get the job done. NHS 
continues to go above and beyond for 
their customers, including continuing 
the complimentary NHS Tradie BBQ 
breakfast (which has been going for 
20 years) each Friday morning for their 
customers.

Jason and the team are confident that 
NHS has a bright future. Adding that, 
“Andrew and PKF continue to provide us 
with invaluable advice around having a 
clear strategy and challenge us to keep 
improving our leadership, culture and 
processes”.
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PKF Sydney and Newcastle is a member firm of the PKF International Limited family of legally independent firms and does not 
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FIND US ON

Take 5 with... 

Tax Diary
JULY 2019

AUGUST 2019

SEPTEMBER 2019
23 Due date for lodgement and payment of August 2019 monthly BAS and IAS.

Kylee Dare
PKF NON-EXECUTIVE DIRECTOR

Q  What was your first job?

A  Waitress and I was terrible at it.

Q  Name three words to describe yourself. 

A Resilient, empathetic, determined.

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

A Coffee and dark chocolate.

Q Do you have a career highlight so far?

A  Working with our eight senior women across
Sydney and Newcastle offices on our 
PKF Thrive and Lead Program.

Q  Finish this sentence – if I wasn’t a
Non-Executive Director, I would be…?

A  An author, I have a story to tell!
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31
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28

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

Last day to issue 2019 PAYG Payment Summaries to employees (for those not yet on 
Single Touch Payroll).

Due date for lodgement and payment of June 2019 monthly BAS and IAS.

Due date for lodgement and payment of 2019 year Payroll Tax Annual Reconciliation.

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

Due date for lodgement and payment of June 2019 Quarter BAS if lodging by paper.

Due date for closely held trust Tax File Number reports.

Last day for employers on Single Touch Payroll to finalise employee payment details.

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.

Due date for lodgement and payment of July 2019 monthly BAS and IAS.

Due date for lodgement and payment of June 2019 quarterly BAS if lodging electronically.

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


