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welcome
AS WE WELCOME YOU TO THIS AUTUMN EDITION OF PULSE, THE END OF THE
FIRST QUARTER OF 2017 IS ALMOST UPON US.
2017 has begun with a level of increased activity across most
industry sectors with some positive movements in the resources
and energy sector and property continuing to remain relatively
strong. Many business owneres are talking positively about
2017 off the back of a strong finish to 2016. With the
New Year brings an opportunity to get clear about your targets,
your personal and business goals, as well as engaging with
your people to ensure the effective implementation of these
strategies and goals.
In February we again welcomed the New Year in with our
Aussie BBQ event in Sydney with the chance for our clients,
contacts and broader network to come together as one. As
outlined at this event, our business like all businesses, is built
Rebecca Steltenpool
on relationships, quality of our people and delivering to clients a
value for money outcome. We never take this for granted and
work hard at ensuring our team invest in relationships, are professional and understand the
needs of our clients.
Also announced at the Aussie BBQ was the welcoming of Business Recovery and Insolvency
expert Trent Hancock who joined PKF in December as an Equity Partner, bringing a team to
join Brad Tonks and our team in Sydney. Trent is well known and regarded within the Sydney
market and his appointment adds further depth, experience and skills in this area of our
business.
In this edition of Pulse we bring you a number of articles on information pertinent to business
from our team of specialists. We encourage you to consider them in the context of your
business and discuss any key areas with your Client Relationship Manager.

Business Recovery
& Insolvency

Investing in people is a key ingredient to success for all businesses and we have begun 2017
with a focus on bringing balance to our leadership team and providing a more structured
approach to supporting our female leadership group. This will include a mix of internal and
external training, mentoring and workshop sessions that kicks off in March by providing the
opportunity for six of our female leaders to participate in a day being held in Sydney. This
follows the success of Rebecca Steltenpool who in 2016 was awarded winner of our Future
Leaders Program and has just completed a Leadership Excellence Course at the Disney
Institute in Orlando.
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Audit & Assurance

Again last quarter we awarded our Star Employee of the Quarter, this time going to Nick
Navarra of the Corporate Finance consulting team based in Sydney. Nick continues to grow
as an individual and we receive positive feedback on Nick’s approach to client service and
quality of advice.
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Business Advisory Services

Finally a big congratulations to Terry Lawler who, on Australia Day, was awarded the Order
of Australia. Terry’s contribution to the Newcastle and Hunter Valley business and general
community has and continues to be invaluable. Well done Terry on the much deserved
recognition.

The Power of Anti-Fraud
Data Analytics
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Is the ATO Bank Growing
New Teeth?

When it comes to Cyber Crime,
Everyone is Fair Game

Your Future of Choice:
Getting Financially Organised

Client Profile

Colterlec
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Take Five with...
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Tax Diary

Leigh Priestley
Operations Manager, PKF Wealth

Thanks again for your ongoing support and the opportunity to work with you. May we
continue to build on the relationships we share and I look forward to a prosperous 2017.
Warm Regards

Steve Meyn
Managing Director

The best type of referrer sees a genuine opportunity,
makes the introduction and follows through.
Partner I Nicholas Falzon

BUSINESS ADVISORY SERVICES

The Perks of Being a Great
Networker
BEING A GREAT NETWORKER IS A
KEY ADVANTAGE IN OUR BUSINESS.
IT IS WIDELY ACKNOWLEDGED
THAT THE ABILITY TO GIVE A GOOD
REFERRAL AND TO PUT YOURSELF
IN A POSITION TO RECEIVE QUALITY
REFERRALS, IS ESSENTIAL TO BEING
SUCCESSFUL IN PROFESSIONAL
SERVICES ENVIRONMENTS.
There are many types of networkers, with
the most rudimentary method of “referrals”
being: telling a whole lot of people what
you do and sit in your office waiting for the
phone to ring or the email inbox to light
up. Let’s call this the Neanderthal Referrer.
Only marginally better is the Cro-Magnon
Referrer who at least ventures out of the
office to meet with people but still sits
there drinking their coffee waiting for their
companion to tell them that they require his
or her services.
Any proper referral relationship goes
two ways. We move out of the Stone
Age and consider the first variation
of Modern Referrers. This person will
attend the meeting with the potential
client and actively listen to their wants
and needs. After listening and digesting
the information, they will consider what
services they can offer, then suggest
one or more services that are going to
be of value to the potential client. Here,
some value goes both ways because the
potential recipient is getting a service they
require and will, presumably, be better off
for having received it.
This interaction can be further improved by
both parties discussing what services they
provide and making the process truly twoway. This is, in our experience, about as far
as most referrers have developed…

But the best ones are 3 Dimensional
Referrers (3DRs). A 3DR is constantly
communicating with people. They find
reasons to email someone, call them or
catch up for a cup of tea or bite to eat.
They never “spam” people because they
always have a very genuine reason for
making contact.
Whenever they are with someone, and
even most of the time that they are not,
the 3DR is thinking “who in my network
of contacts should this person meet?”
Who will they be able to collaborate with?
Then when they see a genuine opportunity
they make the introduction and follow
through. The 3DR takes time and great
pride when something fruitful comes
from their match-making.
Importantly, the 3DR gets no direct
financial return for their investment of time
and thought. Zero. However, the goodwill
generated and the bonds created are
so valuable, even if they are impossible
to accurately quantify, the 3 Dimensional
Referrer becomes the greatest asset any
firm can have.

JFK famously said,
“Ask not what your
country can do for you ask what you can
do for your country.”
innovative but more importantly because
Jim was constantly looking to assist his
network of referrers. People were happy
to do something for Jim because he had,
directly or indirectly, done something
for them.
JFK famously said “Ask not what your
country can do for you - ask what you can
do for your country.” But 3DR’s can ask
what a contact will do for them, as long as
they are doing something for their contact.
To discuss your business strategy
with a PKF Adviser call Sydney on
(02) 8346 6000 or Newcastle on
(02) 4962 2688.

This is not a new concept but it’s one
relatively few get right. I recently heard a
story, sadly at a funeral, of a businessman
who was a 3DR decades before such a
title was in vogue. Long before the days of
email, mobile phones and social media, he
had a rubber stamp made up. When he
was meeting with a contact in their office,
he would find an opportunity to stamp a
random page of the contact’s diary.
The stamp said “What have you done for
Jim Watson today?” So at some time after
meeting with Jim, the contact would open
his diary to see that message. This proved
highly successful, one because it was
pkf.com.au I
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Understanding that your financial goals will change over
time, you need a financial plan to suit your stage of life.
Chris Davis I Financial Adviser

PKF WEALTH

Bringing to Life
your Financial Future
PEOPLE OFTEN TURN TO A FINANCIAL ADVISER
TO HELP THEM ACHIEVE FINANCIAL SUCCESS.
THE CHALLENGE FOR FINANCIAL ADVISERS
IS THEN UNDERSTANDING WHAT FINANCIAL
SUCCESS MEANS TO THE CLIENT.
Because all of us measure success in different ways the
starting point for great planning is uncovering your true
life goals. Not just the “I want to get fit” goal for the New
Year. By that we mean the goals that if you took away
all excuses would be first on your agenda.
Once we determine which phase of financial life you are
in we can then overlay these life goals.
A financial adviser will be able to help you with areas
such as budgeting, cash flow management, a savings
plan, superannuation, tax planning, home loan
repayments, debt management, insurance, investments
and retirement.
Understanding that your financial goals will change over
time, you need a financial plan to suit your stage of life.

Three Phases of Financial Life
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40yrs

50yrs

You work with your financial adviser to identify your short
and long term financial goals – this stage serves as a
foundation for developing your plan. Understanding your
goals is the basis for our advice and the foundation of
attaining your “Future of Choice”.

Assessing your financial situation
Your financial adviser will take a good look at your
financial position – your assets, liabilities, insurance
coverage and investment or tax strategies, assess your
current investment allocation and whether this is aligned
with your risk profile. Often clients are taking more risk
with their financial assets than their risk profile would
suggest is appropriate.

Implementing the recommendations

Estate Planning
30yrs

Identifying your goals

Your financial adviser recommends suitable strategies,
products and services and answers any questions
you may have.
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Your financial adviser will explain the process they will
follow, find out your needs and make sure they can meet
them. You can ask them about their background, how
they work and how they charge for their service.

Preparing your financial plan

Tax Planning
Surplus

Defined scope of engagement

60yrs

70+yrs

Once you’re ready to go ahead, your financial plan will
be put into action. Where appropriate, your adviser may
work with other specialist professionals, such as an
accountant or solicitor.

Reviewing the plan
How it works

pkf.com.au I
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It is important to make sure you are comfortable, that
your financial adviser has taken the time to understand
your needs, goals and preferences before they make any
recommendations. Here is what you can expect from the
financial planning process.

Your circumstances, lifestyle and financial goals are likely
to change over time, so it is important that your financial
plan is regularly reviewed, to make sure you keep
on track.
Events such as having children, receiving an inheritance,
getting married or changing jobs are just some of the
types of events that would require review of your
overall strategy.
To discuss your individual business needs contact
PKF Wealth Newcastle on (02) 4962 2688 or Sydney
on (02) 8346 6000.

The tax characterisation of a property development
for the landowner is complex and involves considering
the intention of the landowner.
Partner I Steve Williams

TAXATION

Tax Issues: Property
Development
THE RAPID INTENSITY OF DEVELOPMENT OF URBAN AREAS IN BOTH
CAPITAL AND REGIONAL AREAS IS GIVING RISE TO SIGNIFICANT ISSUES
NOT JUST FROM A PLANNING AND INFRASTRUCTURE PERSPECTIVE.
In regional centres, what was yesterday a rural land package, will tomorrow be a
new thriving residential sub-division. Closer to the City Centres, the traditional ½ or
¼ acre block held in the family for generations is now being developed to hold multi
story dwellings close to the major transport hubs. Often we hear about a group
of neighbours banding together and selling as a group to property developers to
maximise their collective and individual returns.

For example, take our chicken farmer;

1

If
 the property was acquired for use
in a business as a chicken farm, that
business ceased and the farmer
sold the farm to a developer then it
is strongly arguable that any gain is
assessable under the capital gains
tax rules and potentially subject to
the 50% discount treatment. This
may still be the case where minimal
activities were undertaken, such as
successfully applying for development
approval without actually undertaking
any development works.

2

subdivision into lots was
Where

approved and infrastructure (roads)
undertaken yet the land was sold
as one parcel, this may lead to a
conclusion that this was no longer
the realisation of a capital asset but
the undertaking of a profit making
scheme.

3

the land is further developed
 Where

into lots that are sold with dwellings
constructed upon them, then our
chicken farmer would now have
made his or her transition to
“property developer.”

This transformation of historically held properties is also giving rise to a number of
taxation issues, with the primary issue being the characterisation of the activities
undertaken, are they “capital” or “revenue” in nature - or in non-tax terms “yesterday
I was a chicken farmer, why am I now suddenly a property developer?”
The tax characterisation of a property development for the landowner is complex and
involves considering the intention of the landowner when the property was acquired,
whether that intention changed during the course of the ownership, and the extent of
the activities undertaken on the “development” of the property sold.
All these factors lead into the question of whether a gain on the transfer of the
property is taxable as:

1
2
3

A
 disposal of trading stock of a property development business;
A profit making scheme because it was acquired with the intention of making a

profit on disposal; or
A
 taxable gain on the disposal of a CGT asset - because it was a
“mere realisation of a capital asset.”

These threshold questions turn on the nature of the undertaking and historical
guidance of the tax treatment. Such undertakings goes back to a case decided in
1982 FCof T v Whitfords Beach Pty Limited.
In that case, the taxpayer company ‘Whitfords’ purchased land so that the
shareholders, who were fishermen, could access fishing shacks on a beach. Some
years later, three development companies sought to acquire the land for subdivision
and sale at a profit. An outright purchase of the land by the developers and
subsequent subdivision and sale at a profit would clearly have been assessable as
revenue in nature. To avoid being assessable under the ordinary income provisions,
the developers decided instead to buy shares in Whitfords and then, once in
control of the company, subdivide and sell the land. The property developers in due
course bought shares in Whitfords, altered the constitution of the company, and
subsequently embarked on a large scale re-zoning and development of the land.
The subdivided land was eventually sold at a significant profit.

The practical question for our chicken farmer mentioned earlier is, how far can I go
in “developing” the property before the property ceases to be a capital asset, and
becomes either trading stock of a development business or is part of a profit making
undertaking or scheme?

If you are facing a similar situation,
talk to our Taxation specialists at
PKF about this article in Sydney
on (02) 8346 6000 or in Newcastle
on (02) 4962 2688.

pkf.com.au I

The High Court held that once the developers took over Whitfords, the company
transformed from one which held land for the “domestic purposes” of its
shareholders to one that was purely driven to engage in a commercial venture
to make a profit. In the Court’s view it was this transformation that turned the
development from a “mere realisation” to an assessable transaction.

To address these issues the emergence
of “joint ventures” between landholders
and property developers is becoming
more common. Under such an
arrangement there is no transfer of the
property to the developer. The developer
undertakes the development of the land
and the owner continues to hold the
land until the properties are sold. Under
these arrangements it is argued that the
landholder merely “realised its asset”
in the most effective way, yet remains
in the CGT regime with the potential
discounts still applying.
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Whilst vendor due diligence is a significant upfront cost that is incurred
regardless of the success of the sale, the increased credibility of the
information memorandum, reduced business interruption, and ability
to maintain live bidders will increase your control during negotiations.
CORPORATE FINANCE

Matt Swan I Manager

Completing Vendor Due
Diligence Prior to a Sale
ONCE THE DECISION HAS BEEN
MADE TO SELL ALL OR PART OF
YOUR BUSINESS, THERE ARE A
NUMBER OF KEY DECISIONS TO
BE MADE. THE FIRST WILL BE THE
APPOINTMENT OF A SALE ADVISOR.
THE NEXT CONSIDERATION WILL
BE WHETHER VENDOR DUE
DILIGENCE WILL BE COMPLETED.
WHILST VENDOR DUE DILIGENCE
IS A SIGNIFICANT UPFRONT
COST THAT IS INCURRED
REGARDLESS OF THE SUCCESS
OF THE SALE, THE INCREASED
CREDIBILITY OF THE INFORMATION
MEMORANDUM, REDUCED
BUSINESS INTERRUPTION, AND
ABILITY TO MAINTAIN LIVE BIDDERS
WILL INCREASE YOUR CONTROL
DURING NEGOTIATIONS.
Key benefits and concerns with respect
to the completion of vendor due
diligence are considered further below:

Benefits

pkf.com.au I
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1

room establishment. The
Data

completion of vendor due diligence
will result in the collation and
preparation key documents and
analysis prior to the sale process
and will reduce disruption for key
staff when the sale is live.

2

competitive tension.
Increase

If there are multiple bidders, reports
can be offered to bidders to refine
their offer prior to progressing to
exclusivity.

3

perceived risk to
Decrease

increase the sale price. The more
comprehensive analysis and
information available decreases risk
to the purchaser, and may increase
their ability and willingness to
leverage the transaction.

4

the speed of transaction
Increase

execution. Providing the report
to relevant parties along with
data room access will reduce
the possibilities of delays in key
decisions, while information
requests are met.

5

of key risks
Identification

and potential deal-breakers.
Completing vendor due diligence
prior to commencing the sale
process may also provide time to
address key risks. At a minimum,
the vendor can have prepared
responses when the risks are raised
during the bidders due diligence
process.

6

warranties and indemnities.
Reduce

The extended disclosure may
enable vendors to negotiate
reduced warranties and indemnities
in the sale contract.

Concerns

1

Independence
The firm completing the
engagement may not initially be
seen to be independent as it has
been engaged by the vendor.
Whilst its obligations are to the
vendor, reports do not express an
opinion and only report on facts.
As the bidder will engage their
own advisors to review the target
business, the existence of the
report will enable the process to be
completed quicker, and potentially
maintain additional bidders further
into the sales process prior to
exclusivity. Typically the report is
‘signed over’ to the purchaser
giving them full reliance on the
vendor due diligence report.

2

 Costs
The vendor due diligence can
be seen by vendors as an
unnecessary and additional cost
when completing the sale process
as the bidder will complete their
own due diligence as part of
the acquisition. However, by
completing the process prior to
commencing the sale process it
may also reduce any additional
costs in preparing and compiling
information to meet bidder
requirements.
And ultimately, if it enables the deal
to be completed on terms more
favourable for the vendors, it is
viewed as a benefit.
We have considered two case
studies for transactions in which
we have been involved that
demonstrate the possible extremes
of the benefits and consequences
of undertaking vendor due diligence
prior to sale.

In our opinion, the benefits to value,
timeliness and the probability of
transactions being completed will
be significantly greater than the
expense of completing the due
diligence assignment. In our option,
the importance of the process is
even greater for businesses with less
sophisticated finance functions when
commencing a sale process. Vendors
and their advisors can negotiate with
the engaged firm completing due
diligence to produce a tailored report
that will address the key risks and
concerns of bidders whilst balancing the
cost of delivery.
For further information please
contact our Corporate Finance
team in Sydney (02) 8346 6000
or Newcastle (02) 4962 2688.

A person can nearly double
their wealth for retirement in
a tax effective structure if they
plan for it well in advance.
Principal I David Henriksen

SUPERANNUATION

How to Retire
With More Money
Case Study 1
Our Team was engaged to complete
VDD on client.
Review of forecasts indicated
forecast earnings were potentially
understated as they were prepared
using high level growth assumptions
only.
We assisted the client with the
development of a more detailed and
rigorous forecasting process that
resulted in an increase in forecast
revenue and earnings. The revised
forecasts withstood the prospective
purchasers due diligence procedures,
and were subsequently proven to be
accurate with actual performance
meeting the forecast.
The valuation of the target reflected
the increased earnings resulting
in increased sale proceeds for the
vendors.

Case Study 2 – No VDD
Bidder submitted offer subject
to satisfactory completion of due
diligence.
Limited financial function of the
business resulted in delays in
the provision of information and
completion of acquisition due
diligence.

Bidder walked away.

To better see how this can be managed let’s
work through a case study to see what a
difference it can make to plan for retirement
at an earlier age.

Case Study
John is age 30 and is on a salary of
$105,000 + Super guarantee contributions
of $10,000. John holds life insurance cover
in his superannuation fund at a cost of
$2,500 p.a. John’s superannuation balance
is currently $50,000 and his superannuation
fund is expected to return an average of 5%
p.a. (after allowing for tax and inflation) until
he reaches age 65.
By age 65 John would expect to have
accumulated $818,000 to retire on which is
not very much to fund his retirement.
If John salary sacrificed an additional
$10,000 to his superannuation fund
(bringing his annual contributions to
$20,000 p.a. to super) his superannuation
entitlements could reach $1,585,000 by
the time he reaches age 65. This may
seem tough in many circumstances but
if this additional contribution is in place
for John he will save $2,400 in tax each
year (assuming his taxable income is
$105,000) by sacrificing this money into his
superannuation fund instead of taking it as
a wage. This is $84,000 in tax savings over
35 years that have helped build wealth for
retirement.
This additional salary (after tax) may instead
go towards John paying down his home
mortgage or investing in other investments
outside of his superannuation fund. Both
these options should be considered
and may be strategically right for John
depending on his circumstances.

If the wage was instead taken and put
towards a mortgage, due to current low
interest rates, this may save some interest
and repay the loan sooner but the interest
that would be saved in this case would be
significantly less than the uplift in John’s
retirement wealth (based on the parameters
in this example).
If John diverted this wage to other
investments not held in superannuation
he would be able to access this wealth
again before retirement but in the long
run he would most likely pay more tax on
income and capital gains he makes when
compared to the tax on his wealth held in
superannuation.
As illustrated in the case study based
on modest returns a person can nearly
double their wealth for retirement in a tax
effective structure if they plan for it well in
advance. Had John waited until he was 50
to consider increasing his superannuation
contributions he would be lucky to
accumulate an additional $250,000 which
would bring his retirement wealth to just
under $1 million.
This is just a brief overview and there are
many factors that should be managed and
considered to ensure you do not exceed
any contribution caps which will result
in further tax and no savings. It cannot
be stressed enough the importance of
obtaining advice before entering into any
transactions. This article is not intended to
be advice that should be solely relied upon
as it in no way considers your individual
circumstances.
If you wish to discuss your own
SMSF strategies, contact the
specialist PKF Superannuation
team in Newcastle on
(02) 4962 2688 or in Sydney
on (02) 8346 6000.
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Change in legislative environment
had potential impact on earnings of
business.

WITH THE RECENT CHANGES
TO SUPERANNUATION AND
CONTRIBUTION LIMITS IT IS AGAIN
IMPORTANT TO PLAN FOR YOUR
RETIREMENT SOONER RATHER
THAN LATER.
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CLUB 139 AT PKF NEWCASTLE
PKF WERE PROUD TO HOST OVER
80 GUESTS AS PART OF THE
FIRST CLUB139 NETWORKING
EVENT FOR 2017. CEO RICHARD
JONES GAVE INSIGHT INTO THE
YEAR AHEAD AND THE AMAZING
ONGOING COMMUNITY SUPPORT.
CLUB 139 WAS ESTABLISHED
TO MARK THE ARRIVAL OF THE
AGUSTAWESTLAND139 AIRCRAFT,
A UNIQUE OPPORTUNITY
FOR INDIVIDUALS AND
ORGANISATIONS TO SUPPORT
OUR REGION’S STATE OF THE ART
AEROMEDICAL SERVICES.

pkf.com.au I

Get Closer
to the Community
PKF are proud to be member number 40 of Westpac
Rescue Helicopter’s inaugural Club 139.
For more information and to secure your membership, head to
08
www.rescuehelicopter.com.au/Partners/Club139

PKF SYDNEY AUSSIE BBQ
PKF SYDNEY KICKED OFF THE NEW YEAR IN STYLE WITH
AN AUSSIE BBQ IN THE LOUNGE AREA KNOWN AS THE
PORTER AT 1 O’CONNELL ST. GUESTS WERE TREATED
TO FINE FOOD AND BEVERAGES WITH THE PULLED
PORK A PARTICULAR CROWD FAVOURITE. IN TRUE
AUSSIE STYLE A MEAT RAFFLE WAS HELD AND THE
3 WINNERS WILL BE BBQ’ING FOR WEEKS!

pkf.com.au I
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By using powerful data analytics tools, organisations
will be able to prevent fraud and detect it amongst
the large amount of data that they hold.
DATA ANALYTICS & BUSINESS INTELLIGENCE

Vaughn Campbell I Director

FORENSIC AND RISK SERVICES

Guy Underwood I Managing Director

The Power of Anti-Fraud
Data Analytics
FROM STATISTICS COMPILED
BY ORGANISATIONS SUCH AS
THE ASSOCIATION OF CERTIFIED
FRAUD EXAMINERS WE KNOW
THAT FRAUD, IN ALL ITS FORMS,
CONTINUES TO BE A GROWING
PROBLEM FOR ALL SOCIETIES
- PARTICULARLY SCHEMES
PERPETRATED THROUGH ONLINE
AND DIGITAL ENVIRONMENTS.
THE ONLINE REVOLUTION HAS
PROVIDED A VAST ARRAY OF NEW
FRAUD OPPORTUNITIES WHILST AT
THE SAME TIME, DATA IS GROWING
AT A SPEED WHICH IS BEYOND
HUMAN COMPREHENSION.
HARNESSING THE POWER OF
ALL THAT DATA HAS LED TO
ENORMOUS ADVANCES IN OUR
ABILITY TO DETECT AND PREVENT
FRAUD.
Organisations face unprecedented
attacks on their data, assets and money
from a wide variety of sources – both
internal and external. However, they
also have the opportunity to readily
identify fraud using a range of data
analytic tools.

The Unstoppable Forces of
Digitisation and Datafication

pkf.com.au I
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We are very clearly in the age of data.
At a societal level, data is quickly
becoming one of our largest and most
valuable assets and those organisations
that structure themselves to fully
harness the value of their data are
quick to reap the significant benefits.
With the Internet of Things (IoT) and
the development of many products
which have embedded data capture
and transfer capabilities (so called
“connected devices”), the types of
data and the methods of capturing
that data are expanding exponentially.
We are quickly “datafying” everything,
and by doing so, are opening new
opportunities to understand the world
more deeply and accurately than ever
before. One of the amazing properties

of data is its broad utility - the ability to
use the same data for many different
purposes.
The digitisation of many parts of the
economy and the move to digital
cashless payments means that the
opportunities for fraud and risk have
become pervasive. Digitisation is also
providing a revolution in the ability to
both detect and prevent fraudulent
behaviours through the seamless and
effective capture of many new sources
of data and the use of advanced antifraud data analytics to interrogate that
data at a micro level.

Anti-Fraud Data Analytics
The use of data analytics is powerful in
both the initial detection of fraudulent
activity and the gathering of conclusive
evidence to identify those responsible
for having committed fraudulent
acts. Historically the labour-intensity
and resultant high cost of fraud
prevention and detection, meant
that it was only really embraced by
organisations that had a compelling
financial or reputational need – and
the requisite budget and resources.
Most organisations, particularly SMEs,
have never had a strategic imperative
in regard to fraud prevention and
detection and as a result, a large
number have suffered significant losses
which they may not even realised
are as a result of fraud – otherwise
recognised as increased costs, credit
losses or inventory shortfalls. The rapid
development of powerful anti-fraud
data analytics methodologies has
significantly reduced the cost and
increased the availability of effective
fraud defence for all organisations,
regardless of their size or industry.
The power of data analytics has
progressed quickly and the tricks that
fraudsters have historically used to
evade detection are quickly becoming
less effective against the latest tools
and methods.

For example, previously it was possible
to disguise fraud by slightly altering key
details to ensure that counterparty details
or employee details were not identical.
When basic testing was performed to
identify specific character strings or match
names, addresses, phone numbers, bank
accounts or other key details, the binary
nature of the tests in the software meant
that the small differences were effective
in disguising the underlying fraud. Data
analytics in 2017 means that the tests are
more intuitive, using fuzzy logic and other
closeness algorithms which means the
tests are no longer a binary test result of
either match or no match, but rather a fully
relative comparative result of the extent of
closeness of the match. Small differences
used to disguise the relationships between
entities are easily identified and reported.
The tools can also be fully calibrated to
accommodate any specific or unique
circumstances in an organisation. In
addition to this, with the application of
machine learning, the tests can be further
refined through ongoing self-calibration –
actual results are systematically captured
and used to continuously refine the tests.
Whilst the various data analytics tools have
almost unlimited power and versatility,
the largest constraint remains the efficient
access to data. In particular, some of the
best methods for identifying fraud rely
on data that is rarely thought about. Data
matching particularly relies on the acquisition
of data from multiple information systems
across an organisation, and often requires
access to external data from third parties.
Key Anti-Fraud Data Analytics techniques
include:
• Data matching

• Change sensing

• Pattern recognition

• Relationship
identification

• Anomaly detection
• Data visualisation
• Profiling, clustering
and layering

• Machine learning
• Text and sentiment
analysis

Why use Data Analytics?
• Efficiency and Effectiveness –
Interrogate entire populations of
data and verify every individual
transaction quickly and accurately
• Minimal Disturbance – analytics
run quietly in the background with
no disturbance to core business
processes
• Fast Evolution – with the
application of machine learning,
analytics can evolve very quickly
and very soon the tools can be
predicting what the fraudsters will
try next
• Lateral Value – applying data
analytics provides visibility
and transparency across an
organisation which most often
results in insights well beyond the
original objective
It is important to remember however
that not all data is good data
-however in most cases more data
is better than less data. In addition
to the core transactional systems of
an organisation, some of the most
valuable data for fraud detection and
prevention resides in the log data of
supplementary and ancillary systems.
For example:
• the log data for a building’s security
pass system or car park (capturing
the time and date of entry and exit
of employees);
• the GPS geolocation data in
employee mobile devices; and
• call and SMS log histories on
phones.
Social media data has also become
incredibly powerful in providing insight
into activities of individuals outside of
their jobs, which can provide evidence
of personal relationships with suppliers
or customers or evidence of other
behaviours which present heightened
risk indicators.

Risk in any process or system often
is exacerbated during periods of
change. Anti-fraud analytics make
use of significant change sensors to
identify key changes in behaviours
and transactions and flag areas of
heightened risk for investigation. This
includes advanced pattern recognition
techniques and identification of
anomalies and inconsistencies. In many
cases, fraudsters start small to test their
scheme and then progressively increase
their activity in terms of both volume
and value. In other cases perpetrators
will attempt to disguise fraud in periods
of high activity, such as seasonal events
like Christmas sales or key promotions,
large projects, organisational changes
where high volumes or reduced
monitoring mean the probability of
being detected is reduced and the
odds are in their favour. Anti-fraud
data analytics aren’t limited by the
constraints of human-based monitoring
and review, so high volumes or other
distractions which may impact the
operation or effectiveness of humanbased controls are no longer relevant
meaning that fraudsters can no longer
use them as camouflage to avoid or
delay detection.

Another area where fraud thrives is
where internal controls have been
established so that only transactions or
activities above a designated threshold
are subject to review or additional
checks -for example a Procurement
Policy that dictates that only purchases
exceeding $10,000 require a Purchase
Order. In such circumstances data
analytics are used to interrogate and
analyse all purchase transactions,
including specifically those which fall
just below this threshold. Techniques
which are designed to sense intensity
and frequency of transactional data
can also be used to then identify those
which present a heightened risk.
Many fraud cases involve the
perpetrators testing the thresholds
and controls within a system in order
to identify a vulnerability or “sweet
spot” where controls are ineffective. In
these cases there is a need to balance
efficiency and effectiveness of the fraud
scheme – in order to make the fraud
worthwhile it needs to involve either a
small volume of large value events or
a large volume of small value events.
With the right tools, both of these key
indicators are very easily identified,
even amongst a population of billions of
similar records or transactions.

The Future of Anti-Fraud Data
Analytics
There are no limits to the opportunities
which exist to use the power of
advanced data analytics in the effective
identification and prevention of fraud.
Most organisations already possess
much of the data required but simply
haven’t taken the steps to fully harness
it for the purpose of fraud detection
or prevention. Organisations across
the world are quickly embracing data
analytics as a key weapon in the
fight against fraud. So what are you
waiting for?

Other powerful uses for Data Analytics
• Business performance optimisation
• Strategic planning and
decision-making
• Benchmarking and
competitive analysis
• Forecasting and dynamic
predictive analytics

• Business Integrity,
compliance monitoring
and surveillance, risk
identification and management
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Data matching is an extremely
important tool in the fight against
fraud, corruption and other forms of
non-conformance. By matching data
between different data sets, analytics
can identify the otherwise invisible
inconsistency and relationships that
can expose fraud and identify those
responsible. Fraud comes in many
forms and therefore anti-fraud analytics
needs to draw on data from as many
internal and external sources as are
available to cast the net as widely as
possible in order to identify potential
risk indicators, inconsistencies or
anomalies.

Every organisation relies on the
honesty of key staff member and on
the effective operation of key human
controls. Unfortunately, these are most
often the critical points of failure which
allow fraud to occur. Human controls
provide only a limited amount of
protection against fraud, therefore using
data analytics to systematically monitor
activities, transactions and behaviours
provides a significant boost in fraud
prevention capabilities. Applying a
smart and proactive real-time fraud
analytics suite to operate seamlessly
and unnoticed in the background
-whilst interrogating huge volumes of
core transactions and monitoring nontransactional data sources -provides
organisations with the opportunity to
detect fraud in its early stages and
reduce the final impact of that fraud.

• Governance, assurance
and oversight
• Due diligence for acquisitions
and corporate transactions
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The proposed changes will look to target the “low hanging fruit”
of bad tax payers and bad communicators.
BUSINESS RECOVERY & INSOLVENCY

Trent Hancock I Partner

Is the ATO Bank Growing
New Teeth?
THE AUSTRALIAN TAXATION OFFICE
(ATO), WHICH MANY BUSINESSES
HAVE REFERRED TO AS THE “ATO
BANK”, HAS FOR SOME TIME BEEN
THE SOURCE OF QUICK CREDIT.
WHEN IN NEED OF IMMEDIATE
CASH FLOW, THESE BUSINESSES
HAVE DELAYED THE PAYMENT OF
TAX OBLIGATIONS SUCH AS GST,
PAYG OR INCOME TAX. RECENT
DEVELOPMENTS SUGGEST THAT
THE ATO MAY SOON GET FURTHER
POWERS TO DISCOURAGE
BUSINESSES FROM ENGAGING IN
THIS TYPE OF CONDUCT.
The proposal is expected to be
considered by the Australian Parliament in
the coming months and if accepted, will
grant the ATO the discretion to disclose
the tax debt information of businesses
who have not effectively engaged with the
ATO to credit reporting agencies.
The proposed changes will look to target
the “low hanging fruit” of bad tax payers
and bad communicators. Ultimately,
businesses that avoid paying their tax
obligations on time gain an unfair financial
and competitive advantage over those that
do. This will have serious implications for
businesses that rely on their credit rating
to obtain credit from banks or seeking to
extend credit terms with suppliers.
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From an alternative perspective the
proposed changes may provide
additional protection to those businesses
that rely on credit rating agencies for
guidance on who they should provide
credit to. Statistically, the ATO are a
significant creditor in most business
failures and therefore those parties
conducting their due diligence, such as
banks and suppliers, would no doubt
appreciate the additional information
disclosed by the ATO.

Proposed Reforms
The ATO would have the discretion to
report businesses that have not engaged
with them to credit reporting agencies.
The proposed four conditions that will
become the catalyst for reporting are:
• T
 he debt is for a taxpayer that has
an ABN;
• T
 he debt amount is over $10,000
and unpaid for more than 90 days;
• The debt is not in dispute; and
• N
 o payment plan has been
established or an existing payment
plan has defaulted.

Based on the current proposal,
businesses who are on the front foot with
their dealings with the ATO are unlikely to
be affected by the proposed changes.
A further relief is that the ATO will notify a
business if it intends to refer its tax debt
to a credit agency before it passes on the
information.

How Can PKF Help
The new proposal provides the ATO Bank
with a tool to discourage businesses
from using it as a source of cash flow.
Businesses who fail the above four
conditions run the risk of negatively
impacting their credit rating and in turn
their ability to borrow and source credit.
If you or your clients have concerns
regarding the impact of this new proposal,
the team at PKF can assist. Early
intervention is key given the proposed
conditions outlined above. PKF are
available at short notice to provide expert
advice on the most appropriate strategy
in your circumstances. These strategies
may include entering into payment plans
with the ATO or a restructure of the
business.
For further information
contact the Business Recovery
& Insolvency team in Sydney on
(02) 8346 6000 or Newcastle on
(02) 4962 2688.

Many of us hear the term Cyber Risk and we automatically default to the
thinking this risk is one isolated to the big end of town or the
Federal Government having its site hacked on the eve of Census.
Partner I Clayton Hickey

AUDIT & ASSURANCE

When it comes to Cyber
Crime, Everyone is Fair Game

YES, THE ATTACKS ON THE BIG
END OF TOWN ARE THE MOST
HEAVILY PUBLICISED BUT WHEN
IT COMES TO CYBER RISK, THE
APPROACH OF “THIS WILL NEVER
HAPPEN TO ME” IS DANGEROUS
AND LEAVES THOUSANDS OF
SMALL TO MEDIUM BUSINESSES
HOPELESSLY EXPOSED TO
COMPROMISE. IN A STUDY
CONDUCTED LAST YEAR,
SECURITY ADVISERS SYMANTEC,
CONCLUDED THAT MORE THAN
FIFTY PER CENT OF THE WORLD’S
CYBERCRIME WAS IMPOSED ON
BUSINESSES WITH LESS THAN
250 EMPLOYEES. LOCALLY,
STORIES ARE ABOUND OF THE
UNSUSPECTING GP OR DENTIST
ARRIVING AT THEIR SURGERY FOR
A DAY’S WORK, TO FIND OUT THAT
THEIR PATIENT DATABASE HAS
BEEN COMPROMISED AND HELD
TO RANSOM.
These attacks are now becoming
common fare, and happen in our
community daily…

Why the focus on small to medium
business?
In our experience, this is due to:

2

  Resources: bigger corporations
have the resources to constantly
improve their internet security
systems.
  Complacency: most organisations
believe that having updated antivirus, a retail purchase firewall
and the office machines security

3

The bigger prize: although smaller
businesses obviously have less
data to steal, their lack of effective
security can act like a secret
passage into the bowels of the
larger companies they work with.

Is this risk going away?
Absolutely not. Cybercrime is big
business and one of the fastest growing
industries in the world.
Cybercrime is a business just like any
other. When the internet first emerged
viruses and trojans were simply a way
to cause business interruption and
damage. Today, these are a business
like any other, whose focus is on
maximising returns through exposing the
vulnerabilities of its targets.
Cyber criminals now offer products for
purchase, including software developer
starter kits, allowing someone to
download the code they need to directly
attack you. While these attacks are
sophisticated, using these tools certainly
does not require the genius computer
whiz it once did.
Not only do these professional hacking
businesses offer software development
kits but also help desk services, just to
ensure you are able to code your own
variant. They will also provide assistance
in deploying it and ensuring the hack is
successful. If that wasn’t enough, your

local friendly hacking professional will
probably now also have a multi-lingual
help desk to ensure that the victims of
the hack have the support they need to
pay the attacker. Unfortunately, this is a
risk that is expanding at such a speed,
legislators and regulators are unable to
keep pace.

How can you protect yourself?
The key is to understand your own
security posture and begin looking at
ways to move from the legacy approach
of ‘detect and repair’ to one of ‘monitor
and respond’.
This requires:

1

your own risk
Understanding

profile. This is key to selecting
the right tools to protect your
organisation;

2

and analysing your
Auditing

environment to ensure your
potential as a target is minimised;
and

3

every aspect of your
Considering

organisation’s digital profile from
web site infrastructure security
auditing, through to governance,
risk and compliance. Assessing not
only your digital presence, but the
policies and procedures required
to respond to a threat.

PKF’s cyber security arm, Cecuri, have
the expertise to guide you through
this potentially complicated world of
emerging threats by.
If you have any questions in
relation to this emerging area
of risk, please contact your
Client Relationship Manager.
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patched is enough to ensure they’re
protected. There are cybercrime
tutorials available through internet
search engines and social media
sites which provide direction on
how to compromise these systems.
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It is now more possible than ever to get
yourself financially organised.
BUSINESS ADVISORY SERVICES

Greg Cox I Partner

Your Future of Choice:
Getting Financially Organised
I RECENTLY REFLECTED ON A
PRESENTATION I DID A NUMBER
OF YEARS BACK SHORTLY AFTER
XERO LAUNCHED THEIR ONLINE ACCOUNTING PLATFORM
IN AUSTRALIA. IT WAS 2009 AND
WHILST THE EARLY ADOPTERS
EMBRACED THE NEW ‘CLOUD
BASED’ TECHNOLOGY, THE
MAJORITY OF POTENTIAL USERS
WERE SOMEWHAT SCEPTICAL.
IT WAS NOT UNCOMMON TO
FIELD QUESTIONS SUCH AS, “IS IT
SECURE”, “CAN ANYONE ACCESS
MY DATA”, “WHERE IS MY DATA
STORED”; THE LIST GOES ON.
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Now move forward a few years and it
is amazing just how fast the take up of
‘cloud based’ technology has moved.
Xero alone has now recorded over
700,000 paid subscribers to their cloud
based software, with the addition of an
astounding 242,000 subscribers in the
12 months to March 31, 2016! As well as
Xero, MYOB and Quickbooks now have
their own cloud based offering too.
Whether you have embraced technology
or not, with the rise in cloud based
solutions, smart phones and the various
applications available, it is now more
possible than ever to get yourself
financially organised. Dare I say, ‘gone

Personal

Business

Copy of Property Title Deed

Constitution / Trust Deed

Copy of Registered Mortgage

Tax Returns and Financial Statements

Copy of Contract for Purchase of Home

Loan Certificates

Tax Returns

Super Fund Trust Deed

Home Loan Documentation

Investment Strategy

Up-to-date Will

ABN & TFN notifications

Power of Attorney

Buy Sell Agreement

Enduring Guardianship

Insurance Policies

Birth Certificates

Strategic Plan

Insurance Policies

Budgets and Forecasts

Get closer
to your Future of Choice
futureofchoice.com

are the days’ of the filing cabinet sitting in
the corner of the room or the pile of old
archive boxes housing endless reams of
paper – just in case!
Getting financially organised is a goal we
hear a lot from our clients on their journey
to achieving their future of choice. Hence,
we spend a lot of time exploring what
our clients mean by “getting financially
organised.” It is often as simple as
having the details of all of their assets
and liabilities in one place. The important
thing here in getting financially organised
is to ensure the data is organised and
accessible, preferably electronically.
The types of information we encourage
our clients to have readily available in their
quest for getting financially organised are
set out in the table.
Whilst there are many varied solutions
available to store this type of information,
we believe it is essential that this
information is not only readily accessible
but is both secure and ‘disaster recovery’
proof.
In this regard, as part of assisting our
clients to get financially organised, we
utilise a cloud based technology platform
that not only stores all of the above
important documents but also pulls live
data feeds from market leading data
points, including property, share markets
and financial institutions. Most importantly,
this platform allows the data to be stored
securely, whilst remaining accessible from
almost anywhere you have an internet
connection.
Is 2017 the year you get financially
organised?
Please contact your PKF Business
Adviser if you would like a
demonstration of our cloud based
technology platform that is helping
our clients get financially organised.

The biggest assets of the group are our experienced
and qualified employees, as well as partnerships
with leading global suppliers.
CLIENT PROFILE

Colterlec – Delivering Electrical
Product Innovation Across
Australia

FORMING FROM A RESTRUCTURE
OF DIXONTECH IN 1996, THE
LOCALLY OWNED BUSINESS THAT
IS COLTERLEC IS PAVING THE WAY
AS ONE OF THE REGION’S LEADING
DISTRIBUTORS FOR INDUSTRIAL
ELECTRICAL EQUIPMENT.
Founded as WF Dixon in Newcastle in
1965 as a distributor of general hardware
components for panel builders, the owners
identified the potential of the dynamic
electrical sector in time to set the stage
for upcoming challenges. Realigning
Dixontech into two separate companies
with Colterlec becoming the components
distribution company were major steps to
emerge as an industry leader in Regional
Northern NSW.

The amalgamation has brought a larger
national support structure, improved
customer service and faster ex-stock
deliveries for both their valued customers
and supply partners throughout Australia.
Group Manager Grant Turner says,
“The biggest assets of the group are our
experienced and qualified employees, as
well as partnerships with leading global
suppliers. As we are constantly striving
to satisfy our customers with outstanding
technical solutions and exceptional
service, our staff is provided with
continuous information & training on the
newest developments on the electrical
sector to strengthen their ability to assist
customers every step of the way.”

Andrew Beattie, Business Advisory
Partner at PKF said, “When I initially
began working with Colterlec they were
similar to many businesses, working very
hard and successful but lacked clarity
around direction. Our first steps were to
get all stakeholders on the same page
through developing a strategic plan for
the leadership team to drive results. In
addition to that we actively got involved
with removing duplication in the business
and created a great environment and
systems to support the operation.
The business continues to go from
strength to strength and has a big future”.
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Since 1996 Colterlec has expanded
across the country to form the
Automation & Control Group. In 2015
the Group became Colterlec and now
has operations and warehouse facilities

in Adelaide, Brisbane, Canberra,
Melbourne, Newcastle, Perth, Sydney
and Wollongong to better support the
company’s vision of streamlined services
to their customers.

For more information head to www.colterlec.com.au
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Q W hat was your first job?
A A t a supermarket while at high school. I heard

that beep of the scanner in my sleep for about
2 years.

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

A D ave Grohl. He has been in 2 of the most

Sydney
T. 02 8346 6000

seminal rock bands of our time (Nirvana/Foo
Fighters), is an activist and philanthropist, and
seems like a cool guy that would share some
pretty amazing stories. I’d take him to Bouley
in NYC, as selfishly that’s on my bucket list.

Q Name three words to describe yourself:
A Passionate, loyal, impulsive
Q What do you love most about your job?
A Never a dull moment! I love watching

people grow and develop to become their
best selves, and seeing my team turning
opportunities into success gives me the most
happiness. I love that we help our clients make
the best of their financial situation to give them
a better life.

Melbourne
T. 03 9679 2222
Brisbane
T. 07 3839 9733

Q Do you have a career highlight so far?
A I’ve had many great moments – but for me it

is kicking the smaller, more consistent goals
that have given me a sense of purpose and
fulfilment during my career. Returning to
professional services after spending some time
in the thoroughbred industry was a bit of a jolt
but it is where I seem to belong.

Tax Diary

APRIL 2017

21

Due date for lodgement and payment of March monthly BAS and IAS.

28

Due date for March quarter Activity Statement -paper lodgements or varied instalment amounts.

28

Due date for March quarter Superannuation contributions.

MAY 2017

15

Due date for 2016 income tax returns for all entities that did not have to lodge earlier and are not
eligible for the 5 June 2017 concessional lodgement date.

21

Due date for lodgement and payment of April monthly BAS and IAS.

21

Final date for appointing a tax agent for FBT in order to receive concessional lodgement date.
Due date for lodgement of FBT returns and payment of FBT if not covered under a tax agent
lodgement program.

26

Due date for March quarter Activity Statement - electronic lodgement.

28

Contact Us

Take 5 with...
Leigh Priestley

Perth PKF Lawler
T. 08 9426 0666
Perth PKF Mack
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

2017 FBT annual return due date for payment of tax if using electronic lodgement & tax agent.

JUNE 2017

05
21
25

2016 income tax returns for all entities where eligible for the June concession.

30

Last day for superannuation contributions to be paid in order to qualify for a tax deduction in the
2016-17 financial year

30

Last day of 2016-17 financial year

Due date for lodgement and payment of May monthly BAS and IAS.
2017 FBT annual return – lodgement due date for tax agents if lodging electronically.

PKF Sydney and Newcastle is a member firm of the PKF International Limited family of legally independent firms and does not
accept any responsibility or liability for the actions or inactions of any individual member or correspondent firm or firms.
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