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Welcome

welcome

Newcastle Business Advisory

WELCOME TO THE FIRST EDITION OF PKF SYDNEY & NEWCASTLE’S PULSE
NEWSLETTER FOR 2020. THOUGH THE FESTIVE SEASON SEEMS SO LONG AGO
NOW, THE DEVASTATION THAT WE ALL SAW IS A NOT-SO DISTANT MEMORY WITH
THE EFFECT FELT ACROSS THE COUNTRY – FROM WILDLIFE TO PEOPLE AND
BUSINESSES.
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Audit & Assurance

The bush fires have shown us how the Australian spirit to look after each other is still very much
alive as the community bands together to raise an incredible amount of money, provide support
and share in each other’s grief. We must continue to build each other up and support small, local
business that is the backbone of this country.
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PKF Wealth
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There are various grants and financial assistance provided for those affected from various
organisations and the NSW and Federal Governments are providing financial assistance to those
impacted – I urge you to investigate the support available if you have been affected during this
difficult time and contact your advisers to help you through this period.

Superannuation

We remain in awe of the extraordinary efforts of our brave firefighters, police, emergency crew,
the Westpac Rescue Helicopter Service (WHRS) and volunteers everywhere.

07
08
09
10
12

Message From The MD
The Future For Pharmacies
In The 7th Community
Pharmacy Agreement

Not-For-Profits Time To Shine

The Royal Debacle –
Achieving Financial Independence
Avoid ATO Penalties And Ensure
Your ATO Obligations Are Lodged
On Time

PKF Integrity

What’s Causing Australian Business
Ethics To Slip? – Part 1

Sydney Business Advisory

The Benefits of Good Governance

Corporate Finance

The Impact Of Share-Based
Payments On Financial
Performance And Valuation
Considerations

Meet PKF’s New Leaders
2020

Taxation

Foreign Residents And The
Removal Of The CGT Main
Residence Exemption

13

PKF Central Coast

14

Business Recovery
& Insolvency

15
16
16

Single Touch Payroll – ‘Big Brother’
Is Watching

Bush Fires And Business
Interruption

Client Profile
Arriba Group

Take Five with...

PKF Audit & Assurance Partner
Clayton Hickey

Tax Diary

To our people front, it gives me great pleasure to announce the promotion of four of our rising
stars, Vikas Nahar to Director (the Corporate Finance equivalent of Partner), Kym Reilly, Baidy
Laffan and Christina Manfre to the position of Partner. This is a significant career milestone for
Vikas, Kym, Baidy, Christina and their families, an achievement they should be personally very
proud of, as are we.
Two years ago, when we kicked off the initial Thrive and Lead Program (a professional
development program designed to build our people up and help them achieve their future goals)
which Kym, Baidy and Christina were involved in, I recall each being very clear on their aspirations
– it is great to see these aspirations realised.
In this edition of Pulse, you can get an insight into each of our new Partners and what has led
to their success. Also, our specialist advisers discuss everything from the royal debacle and
what financial independence really means for everyday people like me and you, to integrity in the
boardroom. Our business advisory team shine the light on pharmacy and our audit team look at
the next set of accounting standard changes looming over the not-for-profit sector.
We’re now in the Chinese Year of the Metal Rat – the first of all zodiac animals thus representing
wisdom and a year of new beginnings and renewals. In Chinese culture, the rat is also seen as a
sign of wealth and surplus. In the spirit of the rat, we say here’s to new beginnings – may 2020
bring relief, safety and happiness for many as we commit to rebuilding our community and our
country in the wake of recent disasters.
Stay safe and look after yourself.
Warm regards,

Steve Meyn
Managing Director

It is estimated that the introduction of double dispensing will reduce the gross
profit of the average pharmacy by $85,000 should the proposed changes
come into play.
Principal I Trent Ruprecht

NEWCASTLE BUSINESS ADVISORY

The Future For Pharmacies
In The 7th Community
Pharmacy Agreement
THE COMMUNITY PHARMACY
AGREEMENT (CPA) IS AN
AGREEMENT BETWEEN THE
PHARMACY GUILD OF AUSTRALIA
AND THE COMMONWEALTH
GOVERNMENT WHICH OUTLINES
THE LEVEL OF REMUNERATION THAT
A PHARMACY WILL RECEIVE FOR
DISPENSING MEDICINES COVERED
BY THE PHARMACEUTICAL
BENEFITS SCHEME (PBS).
While details of 7CPA remain under lock
and key, a major concern for pharmacists
is the proposed increased maximum
dispensing quantities and the impact this
will have on the profitability and potential
viability of many community pharmacies
across Australia. Under the current
remuneration model, pharmacies are
paid a dispensing fee of $7.39 for ready
prepared prescriptions together with an
Administration, Handling and Infrastructure
fee (AHI) of $4.09 for a listed brand with a
list price of up to $180.

According to the Pharmacy Guild of
Australia’s Health Economics Group
Report, it is estimated that the introduction
of double dispensing will reduce the gross
profit of the average pharmacy by $85,000
should the proposed changes come into
play.
Under the proposed changes it would
allow customers to receive double the
quantity of their prescribed medications
in one transaction, therefore, reducing
the overall cost of the medication in the
hands of the customer. Conversely from
the pharmacist perspective, it means
increased work for a single dispensing and
AHI fee.
Considering the way your business
responds to these types of events is key in
ensuring the outcome achieved is one of
ongoing success and longevity.
Event + Response = Outcome
In short, the outcome from any situation
will be dictated by the way you respond.
Experience shows that most businesses
will not do anything meaning their gross
profit is eroded while overheads remain the
same, therefore resulting in less profit or in
many cases actual losses for the pharmacy
owner. The more astute operators
will look for ways to minimise the lost
margin and continue to grow and evolve
their businesses under the new market

conditions. For example, a pharmacy
may implement a strategy to increase
basket size and average transaction
value by offering bundle packages of
complementary products.
In the words of Charles Darwin, “It is not
the strongest that survive, nor the most
intelligent, but the one most responsive to
change”.
The PKF team are specialists in the area
of retail and community pharmacy and
have been advising pharmacy owners
for over 20 years. Regardless of the size
of your business, whether you operate a
single pharmacy or multiple pharmacies,
you should have the following three things
in place to ensure your pharmacy is
prepared and ready to adapt:

1 A well-defined strategy that clearly

articulates the direction of the
business for the next one, three
and five years. This is particularly
important for businesses with
multiple owners as it ensures all
parties are on the same page and
each is pulling in the same direction.

2 A robust reporting framework to

ensure business performance is
being tracked and reviewed on a
consistent and timely basis. The
saying, “what doesn’t get measured
can’t be managed” could not be
truer.

3 Finally, surround yourself with the

right team of advisers who have the
necessary skills and experience to
support your business to evolve.
pkf.com.au I

Now consider your situation
and ask yourself, how will you
respond?
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It is best not to perform annual assessments to align your revenue with
the required policies and instead change your processes to reflect the
changes. Performing adjustments when needed for reporting can
create an unnecessary burden, as essentially you are maintaining
two separate sets of accounting records.
Hayley Keagan I Technical Director

AUDIT & ASSURANCE

Not-For-Profits Time To Shine
THE NEXT ROUND OF ACCOUNTING STANDARD
CHANGES IS LOOMING OVER THE NOT-FOR-PROFIT
(NFP) SECTOR BUT IS EVERYONE READY?
History tells us that in practice, changes are implemented at the
very last minute. In fact, the release of AASB 15: Revenue from
Contracts with Customers as well as recent changes to AASB 9:
Financial Instruments for the For-Profit sector was exactly that.
Last minute chaos! Whilst this was occurring, the NFPs received
a 12-month deferral on revenue meaning that they could watch
and learn when transitioning to their new standards for periods
beginning on or after 1 January 2019. NFPs should be looking to
use this additional breathing room to their advantage.

Standards that NFPs should be ready for:

How to get ready
Preparation is key, and the earlier the better.
A good approach for revenue and other income would be:

1 Identify where revenue comes from –
contract.

2

categorise by

For each contract determine if revenue falls under AASB

15 or AASB 1058. A flow chart has been provided by the
AASB to assist you with the process.

3 Determine when you can recognise revenue by either

referring to the 5-step approach under AASB 15 or by
reference to receipt of consideration under AASB 1058.

4 Compare assessment from point 3 with current revenue
policies and identify changes.

Standard

Outline

AASB 15: Revenue

Changes core principle for
revenue recognition to be based
upon the delivery of goods or
services to a customer. Applies to
funding arrangements which are
“enforceable” and where there are
“sufficient specific” performance
obligations.

from Contracts with
Customers

AASB 1058: Income
for Not-for-Profit
Entities

AASB 16: Leases

pkf.com.au I
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Explains how to record income
when acquiring an asset where
consideration is significantly less
than the fair value. Will relate to
assets received in-kind, grant
arrangements which don’t fall
under AASB 15 and volunteer
services.

Recognising operating leases onto
the balance sheet of lessees.
Will result in an increase in assets
and liabilities on the balance sheet,
while rent expense will be replaced
by interest and depreciation for the
profit and loss (P&L) statement.

5 Substantiate and record impact of change at both start of
reporting period as well as at end.

6

Make changes to systems and processes to ensure

compliance maintained going forward.

It is best not to perform annual assessments to align your
revenue with the required policies. Instead, change your
processes to reflect the changes. Performing adjustments when
needed for reporting can create an unnecessary burden, as
essentially you are maintaining two separate sets of accounting
records.
When tackling the changes to leases please consider our
‘AASB 16 Leases’ article from the 2019 Autumn edition of
Clarity.
The team at PKF have developed a calculation
tool designed to help you with your updated lease
calculations. Contact your local PKF Audit &
Assurance representative to obtain the tool or to talk
about the impact the above standards will have on
your organisation.

The young Royal’s desire for financial independence has got people asking
what ‘financial independence’ really is and is it achievable for ordinary,
run-of-the-mill folk like us?
Financial Adviser I Andrew Russell

PKF WEALTH

The Royal Debacle –
Achieving Financial
Independence
THE WORLD’S EYES HAVE BEEN
FIRMLY ON THE BRITISH ROYAL
FAMILY SINCE THE DUKE AND
DUCHESS OF SUSSEX MADE
THE SHOCK ANNOUNCEMENT
THAT THEY WOULD STEP BACK
AS “SENIOR” MEMBERS AND
SEEK TO BECOME FINANCIALLY
INDEPENDENT.
Financial independence has become
the focus of the debacle with questions
abounding about how Harry and
Meghan can possibly achieve this goal.
From their Sussex Royal website, the
plan for independence is reliant on
continuing to receive payments from
Prince Charles’ famed Duchy of Cornwall
estate and security being supplied by the
Metropolitan Police. There are plentiful
rumours about the Sussex’s future plans,
including Meghan returning to her acting
career and providing the voiceover for a
Disney movie.
The young Royal’s desire for financial
independence has got people asking
what ‘financial independence’ really is
and is it achievable for ordinary, runof-the-mill folk like us? PKF Wealth’s
Andrew Russell, advises clients on
exactly this.

in tough markets, robust through
economic downturns and be able to
withstand cyclical events. To achieve
this, it’s essential that you diversify your
investments and re-invest earnings to
take advantage of compounding interest.
Or, more simply, don’t put all of your
eggs in one basket and don’t spend the
income you earn in the early years but
reinvest back into your portfolio.
Even with all going well, it would be
unusual for an average income earner
to be able to give up work completely
just based on investments. Andrew’s
best guess would be that someone
who was very careful with money and
penny-pinched the whole way in order
to achieve this, would be in the mid40s at the earliest before they would be
able to put their feet up and live off their
investments.
A more realistic view would be to invest
early, giving you the ability to change your
work conditions to suit your current life.
The second aspect of being financially

independent is to clear yourself of nondeductible debts. In everyday terms, this
means paying off your mortgage and
freeing yourself of financial commitments.
Whilst this isn’t as exciting as option one,
having the knowledge that you’re not
beholden to any particular payments can
help you to enjoy your job more and allow
you to plan for your future goals.
Achieving financial independence and
retiring early (FIRE), is the goal of many
people, not just the younger Royals.
The best way to get yourself in a good
financial position and achieve your
financial goals is to engage a financial
adviser. Research shows that those who
take professional financial advice are
better off than those that don’t. They take
more family holidays, have greater peace
of mind and have more confidence in their
financial decisions.
To start your journey to financial
independence, get in touch with
PKF Wealth on (02) 4928 7000.
[1] https://www.sunsuper.com.au/advisers/value-of-advice

According to Andrew, there are
two aspects to achieving financial
independence.

A portfolio of shares, bonds and property
can make you financially independent
when can you receive passive income
that replaces your employment
income. Portfolios need to be resilient

pkf.com.au I

The first, and most exciting, involves
giving up work while still receiving regular
income. This is what most Australians are
working towards when they contribute
to their superannuation but, it is possible
to achieve this before you’re entitled to
draw on your super; if you’re smart with
your money.
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If an SMSF tax return for 30 June 2019 and/or prior years is outstanding
for more than 14 days, the ATO will now remove the SMSF’s compliance
status from Super Fund Lookup. This status will remain until any overdue
lodgements have been brought up to date.
SUPERANNUATION

Daniel Clements I Principal

Avoid ATO Penalties And
Ensure Your ATO Obligations
Are Lodged On Time
IT IS A LEGAL REQUIREMENT FOR
SMSF TRUSTEES TO ENSURE
FINANCIAL STATEMENTS ARE
AUDITED AND TAX RETURNS
LODGED WITH THE ATO BY THE
RESPECTIVE DUE DATE EVERY
YEAR. RECENTLY THE ATO
ANNOUNCED A CRACKDOWN ON
SMSF TAX RETURNS THAT BECOME
OVERDUE IN AN ATTEMPT TO
ENCOURAGE ON-TIME LODGEMENT
AND ULTIMATELY TO PROTECT
RETIREMENT SAVINGS.
An important date is looming for SelfManaged Super Funds (SMSFs) – 15
May. Not only is this the day that the
30 June 2019 tax return is due for
lodgement (so long as you are not
already behind) but for SMSFs that
lodge their transfer balance account
reports (TBAR) annually, the report is
due on the same day as the annual
return. An exception to this is if you had
a newly registered SMSF during the 30
June 2019 year, then your tax return
lodgement date is 28 February.
Dates To
Remember

What

15 May 2020

Due date for the 30
June 2019 Tax Return
Lodgement.
Due date for transfer
balance account
report (TBAR) for
SMSFs with annual
TBAR reporting
obligations.

pkf.com.au I
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28 February

Due date for Tax
Return Lodgement
for newly registered
SMSFs during the 30
June 2019 year.

super guarantee contributions from
employers or rollover benefits from
other superannuation funds. Employers
will need to direct super guarantee
contributions to the employer’s default
super fund or another complying fund
and you will then have to roll the balance
over to your SMSF once the complying
status has been restored.
SMSF trustees can avoid their SMSF
status changing to “regulation details
removed” by having their financial
statements completed and audited
and the tax return lodged before the
lodgement due date. Some key tips to
help on time lodgement include:
The ATO considers non-lodgement
a strong indicator that the retirement
savings of SMSF members may be at
risk. For example:
• SMSFs that have trouble with their first
lodgement often continue to struggle
to meet their compliance obligations.
• Trustees who have been complying,
tend to stop lodging when they
encounter administrative or regulatory
issues. Once they stop lodging, they
often don’t get back on track, creating
a snowball effect.
• Non-lodgement in the first year of
registration is a strong indicator to
the ATO of the potential of illegal early
release of benefits.
If an SMSF tax return for 30 June 2019
and/or prior years is outstanding for
more than 14 days, the ATO will now
remove the SMSF’s compliance status
from Super Fund Lookup. This status
will remain until any overdue lodgements
have been brought up to date.
Once a fund’s compliance status
is removed, it is unable to receive

• Prepare minutes outlining investment
decisions;
• Organise market valuations for unlisted
assets;
• Keep detailed records of SMSF bank
account transactions;
• Hold onto any rollover statements or
important investment documents that
you may have received; and
• Provide your fund administrator with
the required information well before the
lodgement due date.
If a lodgement may be late, SMSF
trustees should work with their
administrator to seek a deferral to lodge
before the due date. This will ensure that
their SMSF status remains ‘complying’.
Have you lodged your SMSF tax return
yet?
For more information, please
contact the superannuation team
today on (02) 4962 2688.

Integrity in business is achieved and sustained by the example set
by leaders who promote and cultivate a positive workplace culture.
This four-part series explores the key role that communication and
education play in raising awareness and the successful implementation
of an ethical culture.
Managing Director I David Morgan

PKF INTEGRITY

What’s Causing Australian
Business Ethics To Slip? – Part 1
PKF Integrity Article Series – The Importance of Awareness and Education in Achieving an Ethical Culture

ESTABLISHING AND MAINTAINING
AN ETHICAL CULTURE WITHIN
ANY ORGANISATION IS A
SIGNIFICANT RESPONSIBILITY
AND IT REQUIRES LEADERSHIP
AND CONSISTENT EFFORT.
THE NUMBER AND NATURE OF
RECENT ROYAL COMMISSION
INVESTIGATIONS INTO THE
FRANCHISE, FINANCIAL AND AGED
AND DISABILITY CARE SECTORS
BRING INTO SHARP FOCUS
THE RELATIONSHIP BETWEEN
MISCONDUCT AND INTEGRITY
IN A BUSINESS CONTEXT. IT HAS
LED TO THE URGENT NEED FOR
CORPORATE AUSTRALIA TO
REASSESS BUSINESS INTEGRITY
FRAMEWORKS AND BRING ABOUT
MUCH-NEEDED CHANGE.
In a country that is seen as quite mature
in terms of business governance, the
findings of the various inquiries of
widespread corporate misconduct
have highlighted the fact that corporate
Australia is not as squeaky clean in terms
of governance and integrity as previously
perceived. This has led to:
• Significant brand and reputational
damage; and
• The demise of high-profile Board and
management careers.
In short, there has been a huge wake-up
call for corporate Australia.

Factors that contribute to an
increase in integrity-related issues
in business primarily relate to:

–  Pressure: such as personal
financial stress or work-related
pressure such as achieving
financial KPIs;

–   Rationalisation: closely related to
culture but justifying one’s conduct
because others are behaving the
same way;
• Poor leadership behaviour, more
commonly referred to as “tone at the
top”;
• An all-consuming focus on financial
performance and a dismissive attitude
of the positive influence of workplace
integrity;
• Lack of written guidance and training
about operational processes or
expected standards of behaviour
amongst employees; and

to negative feedback, customer loyalty
grows and so does the organisation’s
brand and reputation;

• Inadequate and/or ineffective
operational controls.

• Reduced reliance on complex
and inefficient control structures.
A workforce that acts based on
principles of integrity become the
moral pulse and caretakers of the
organisation; and

How PKF Integrity can help

• Less exposure to the risk of regulatory
action.

PKF Integrity helps clients heed the
call for change by assisting play. There
are many benefits to achieving and
maintaining a strong, organisational
ethical culture. They include, but are not
limited to:
• Improving the bottom line. While it
can be difficult to quantify, achieving
and maintaining a culture of integrity in
business has a positive financial effect;
• Greater willingness of stakeholders
to speak up about misconduct.
This is further enhanced when the
stakeholder’s organisation acts on
reported matters;
• Reduced staff churn. Employees
working in an environment based on
integrity and ethics feel more secure
and are more likely to stay. This has
a positive financial impact due to
the decreased cost of recruiting and
training new staff;
• Customer/client retention. E.g. when a
corporation responds quickly and fairly

One of the fundamental strategies for
building the desired culture is raising
awareness about why acting with integrity
in a personal and business context is so
important. Making employees aware of
the positive and negative consequences
of their conduct, together with strong
ethical leadership that overtly supports
and lives the right culture, will empower
them to proactively assist a business to
manage integrity risk.
A critical examination of your business
operations to ascertain what type of
culture exists is the first step on the
journey to improving and maintaining the
desired ethical culture.
PKF Integrity can assist your organisation
in its journey toward achieving the
desired culture.
This is Part 1 of the four-part series
“The Importance of Awareness and
Education in Achieving an Ethical
Culture”.

pkf.com.au I

• A lack of awareness on the part
of the management of the drivers
of workplace misconduct, e.g. the
elements of the fraud triangle:

–  Opportunity: e.g. a person
in a position of trust who can
circumvent or override controls;

Stay tuned for Part 2.
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WeWork is a classic example of an organisation transitioning from
purely founder-led or director-driven operations to well-rounded,
balanced businesses where management and ownership are
appropriately separated.
SYDNEY BUSINESS ADVISORY

Nick Falzon I Partner

The Benefits of Good
Governance
LAST YEAR I WATCHED WITH
INTEREST THE FLUCTUATING
FORTUNES OF WEWORK AND
PONDERED THE IMPORTANCE
OF COMPANIES TRANSITIONING
FROM START-UPS TO MATURE
BUSINESSES. THIS IS A VERY
CHALLENGING PROCESS AND
SELDOM HANDLED PERFECTLY.
I FIND IT ONE OF THE MOST
INTERESTING TIMES IN A
BUSINESS’ LIFE CYCLE AND
THE WEWORK SCENARIO IS
ESPECIALLY SO.
Over the break, I enjoyed reading quite
a bit of commentary and analysis
about the rise and “fall” of the company
and its founder Adam Neumann.
I put fall in inverted commas because
although there has been significant
scorn heaped on the company and
Mr Neumann, this is still a very large
business and I understand he received
over $1.5 billion for his shares in the
company. So, he couldn’t have been
all bad as some people appear to
make out.
WeWork is a classic example of
an organisation transitioning from
purely founder-led or director-driven
operations to well-rounded, balanced
businesses where management

These actions could be simple, such
as ensuring all revenue is included
and only genuine business expenses
deducted in your Profit and Loss
Statement. Perish the thought that
not all businesses do this, but ATO
audit statistics suggest many don’t.
This may result in extra (well, the
proper amount of) tax being paid, but

“Do you really understand the profitability of your
business? How closely do you monitor your numbers?”

pkf.com.au I
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and ownership are appropriately
separated. This is fundamentally
important, but once committed to the
change how to effect this transition
is the multi-million (or in the case of
WeWork multi-billion) dollar question.
Every business is different, and this
oversight, accountability and support
need to be tailored for each specific
business. However, the principles
apply universally and really do add
enormous value.

means the financial statements show
a true position of the profitability of the
business.
In the medium term, this will increase
the value of the business. For those
who don’t follow these simple rules
of good governance, it creates
complexities in making the transition
and can significantly decrease the
value that is realised.

When choosing non-executive
directors and/or advisory board
members, do you genuinely seek out
people who will challenge you as a
business owner? Will you listen to
them and take their advice even if you
don’t like what they are saying? The
answer should be a resounding yes to
both questions.
Do you really understand the
profitability of your business? How
closely do you monitor your numbers?
How important is making a profit to
you? Do you make excuses when
you make a loss? And how closely
do you engage with your advisers
and accountants to truly understand
the real financial performance of your
business?
As they say in sport, here if you need.
To discuss your business strategy
with a PKF adviser call Sydney on
(02) 8346 6000 or Newcastle on
(02) 4962 2688.

Understanding the valuation impact of Share-based Payments
before they are issued or agreed as part of a transaction is an
important consideration before entering into a binding agreement
regarding the terms of any equity issued in lieu of cash payments.
Associate Director I Stefan Galbo

CORPORATE FINANCE

The Impact Of Share-Based
Payments On Financial
Performance And Valuation
Considerations
THE ISSUE OF EQUITY IN LIEU
OF CASH PAYMENTS FOR
SERVICES, AS PART OF BONUS
REMUNERATION STRUCTURES
OR AS PART OF SATISFYING ALL
OR PART OF THE PURCHASE
CONSIDERATION OF AN
ACQUISITION IS BECOMING
MORE AND MORE COMMON WITH
PRIVATE AND PUBLIC COMPANIES.
AS SMALL PRIVATE COMPANIES
ARE NOT REQUIRED TO
COMPLY WITH THE AUSTRALIAN
ACCOUNTING STANDARDS BOARD
(AASB) STANDARDS, THIS WRITTEN
PIECE FOCUSES PRIMARILY ON
THE IMPLICATION OF SHAREBASED PAYMENTS TO PUBLIC
COMPANIES, HOWEVER, PRIVATE
COMPANIES SHOULD ALSO
CONSIDER THE IMPLICATIONS.
The immediate advantage to the
issuer, the company, is that it can
retain the services of consultants,
advisers, employees, executives
or fund acquisitions on a non-cash
basis via the issue of equity such as
shares, options or performance rights.
However, there are also disadvantages
to using equity in this manner such
as the dilution impact to existing
shareholders and financial reporting
impact.

Although the equity issue of ordinary
shares can be straightforward to value,
the issue of options and performance
rights are often complex and the terms
and conditions of these securities need
to be reviewed and properly understood
in order to avoid an incorrect valuation
approach being adopted. For example,
AASB 2 does not mandate the use of a
particular model when valuing options
and performance rights. The most
commonly used and known option
valuation model is the Black-Scholes
model. This model is not always the
most appropriate model, in particular
when valuing employee Share-based
Payments. A key assumption in valuing
employee Share-based Payments is

whether the holder will exercise the
option early, if in the money, to be able
to convert the option to an ordinary
share and liquidate those shares
for cash. The Black-Scholes model
assumes the exercise of an option will
occur on its expiry date which results
in the greatest time value of money
component being attributed to the
overall value and overvaluing the Sharebased Payment expense.
Understanding the valuation impact
of Share-based Payments before
they are issued or agreed as part
of a transaction is an important
consideration before entering into a
binding agreement regarding the terms
of any equity issued in lieu of cash
payments.
PKF Corporate Finance prepare
valuation advice with respect
to Share-based Payments for
valuation advisory, financial
reporting and shareholder
approval purposes. We would
be pleased to assist with your
requirements in understanding
and quantifying the impact of
Share-based Payments.

pkf.com.au I

AASB 2 Share-based Payments
requires a company to reflect the
effects of Share-based Payments in its
financial statements. A Share-based
Payment transaction is required to
be valued at fair value and expensed
over the benefit period in the financial
statements and may thus impact any
future or forecast reporting periods.
The resultant expense amount and any
negative impact to current or future

earnings, if not properly considered
at the time of issue, may surprise
the company and its shareholders.
Proper consideration of the issue and
assessment of any unintended impact
on the financial performance of the
company should be undertaken at
the time of issue. In some instances,
Share-based Payments may require
shareholder approval under ASX Listing
Rules and/or the Corporations Act
which may delay a particular transaction
and add to costs.
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Meet PKF’s New Leaders
WE HAVE RECENTLY PROMOTED FOUR OF OUR RISING STARS TO THE POSITION OF PARTNER.
BAIDY LAFFAN, KYM REILLY, CHRISTINA MANFRE AND VIKAS NAHAR ARE WELL KNOWN WITHIN
THE FIRM AND THE COMMUNITY FOR THEIR GROUND-BREAKING WORK AND OUTSTANDING
COMMITMENT TO THEIR TEAM. AT PKF, WE BELIEVE THAT GOOD LEADERS STRESS THE
IMPORTANCE OF KNOWING THEIR PEOPLE SO WE TOOK FIVE TO FIND OUT MORE ABOUT THE
NEXT GENERATION OF THOSE CHAMPIONING PKF.

Kym Reilly

Vikas Nahar

AUDIT & ASSURANCE PARTNER

CORPORATE FINANCE DIRECTOR

Q W hat are you most proud of?
A I am most proud of my two boys Toby and Ollie,

they are my number one priority and are what drives
me to work as hard as I do.

Q W hich one thing do you wish you’d done
differently?

A I wish I had spent more time recognising and

understanding my strengths instead of focusing on
my weaknesses, realising that your strengths are
what make you unique and ultimately why you will
succeed.

Q W hat’s the best book you’ve read this year?
A The Moment of Lift by Melinda Gates.
Q H ow do you keep your team motivated?
A Ensuring each team member knows their

contribution is recognised and valued. Taking time
to understand the goals and aspirations of each
member of our team, to ensure they are engaged
and receiving the development and experience they
need.

Q W hat are your current goals?
A To continue building my network across PKF
pkf.com.au I

and externally. To focus on our people, improve
our feedback and mentoring process and retain
the talented group of people we have. And to be
a role model for future leaders, in particular
women who may, for whatever reason, be at a
crossroads in their professional journey.

Q H ow do you ensure the work you do aligns with
your core values?

A Define your goals and ensure these are aligned to
10

your core values and ultimately work every day with
integrity.

Q W ho are your role models or mentors (and why)?
A My high school cricket captain. He said to me once
that “It’s never too late to make a start” and that
statement has had a bigger impact in my life than
anything else.

Q W hat are you most proud of?
A The trust I have enjoyed from my family, friends,
clients and colleagues.

Q W hich one thing do you wish you’d done
differently?

A Wish I had moved to Sydney earlier in life. I fell in
love with the city first time I landed here.

Q W hat’s the best book you’ve read this year?
A Still not finished but Barbarians at The Gate
had been on my list for a long time and hasn’t
disappointed me so far.

Q H ow do you keep your team motivated?
A Lucky to have a team that loves the work they do
and that makes it a lot easier. In general, I think
ownership, trust and responsibility have been the
key drivers for motivation within the teams I’ve
worked with and managed.

Q W hat are your current goals?
A Run a marathon in 2020.
Q H ow do you ensure the work you do aligns with
your core values?

A I enjoy doing what I do and that helps me in being
true to my work, my colleagues and my clients.

Baidy Laffan

Christina Manfre

AUDIT & ASSURANCE PARTNER

BUSINESS ADVISORY SERVICES PARTNER

Q W ho are your role models or mentors (and why)?
A Honestly, there are so many that just one doesn’t do
it justice but my Nan was a self-made woman and
“the harder she worked, the luckier she got”. She
is a generous and no-nonsense woman that could
outperform every other farmhand they hired, wasn’t
afraid to call out wrongdoing, and still managed to
find time for a round of golf. More broadly, I gravitate
to people that are curious, pushing boundaries and
changing the game.

Q W hat are you most proud of?
A Being able to create my own unique path within a

progressive firm on my terms, and the impact that my
story can have on others by showing them that you can
look different and be different, and be able to rise to
levels of leadership.

Q W hat’s the best book you’ve read this year?
A THERE ARE SO MANY! My top 3 from this year are

Can’t Hurt Me by David Goggins (a Navy SEAL and
ultra-distance athlete and I use the takeaways from this
book every single day in my professional life and sport),
Radical Candor by Kim Scott (I try to live and breathe
their philosophy challenge directly and care personally)
and The Moment of Lift by Melinda Gates (an incredibly
insightful book about how empowering women across
the globe through education, health care and funding
improves the outcomes of all).

Q W hat are your current goals?
A I want to use my role to show that you can succeed

faced with adversity.

Q W hat are you most proud of?
A Acting as a role model for young women and

showing them their goals are achievable. Sayonara
glass ceiling.

Q W hich one thing do you wish you’d done
differently?

A Speaking up more during the early stages of my

career and recognising that my input was valuable.

Q What’s the best book you’ve read this year?
A Sapiens.
Q H ow do you keep your team motivated?
A Including them in decision making processes,
encouraging their input and prioritising
communication/collaboration.

Q W hat are your current goals?
A To be an effective leader and role model/mentor to

the younger generation; to have a positive impact
at PKF including the culture and moving the whole
firm into the 21st Century with respect to utilising the
amazing technologies available. Who uses pen and
paper anymore?

Q H ow do you ensure the work you do aligns with
your core values?

A I don’t try to fit any mould of perceived expectations

but rather am very honest and open about who I am
and the work I deliver to clients.

pkf.com.au I

despite gender, disability, where you sit on the
neurodiversity spectrum or where you grew up. I want to
transform Professional Services into an industry where
millennials and young people can carve out their own
unique path. I am also heading over the Surf Lifesaving
World Championships in Italy later this year, so bringing
home a medal with my rowing crew would be a dream.

Q W ho are your role models or mentors (and why)?
A My mum because of her resilience, especially when
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The change in the law means that a taxpayer who is a foreign
resident at the time of the CGT event can no longer claim the CGT
main residence exemption, unless, at the time of the CGT event the
taxpayer had been a foreign resident for less than six years and one
of three life events applies.
TAXATION

David Foster I Partner

Foreign Residents And The
Removal Of The CGT Main
Residence Exemption
THE GOVERNMENT ANNOUNCED
ON 9 MAY 2017 THAT THERE WOULD
BE CHANGES TO CGT LEGISLATION
WHEREBY ACCESS TO THE CGT MAIN
RESIDENCE EXEMPTION FOR FOREIGN
RESIDENTS WOULD BE REMOVED.
The original bill lapsed when the 2019
election was called. A new bill was
introduced on 23 October 2019 and was
passed on 12 December 2019.
The change in the law means that a
taxpayer who is a foreign resident at the
time of the CGT event can no longer claim
the CGT main residence exemption, unless,
at the time of the CGT event the taxpayer
had been a foreign resident for less than six
years and one of the following life events
applies:
• You, your spouse or child under 18
had a terminal medical condition;
• Your spouse or child under 18 died;
and
• The CGT event was as a
consequence of a divorce or
separation or similar arrangement.
A foreign resident is someone who is not a
tax resident of Australia.
The changes apply to properties as follows:

For property acquired before 9 May 2017:
• For disposals up to 30 June 2020, the
CGT exemption will continue to apply
under the normal rules.
• For disposals made after 30 June
2020, the CGT exemption will not
apply unless the taxpayer had been
a foreign resident for less than six
years and one of the above life events
occurred.
For property acquired after 9 May 2017:
• The CGT exemption will not apply
unless the taxpayer had been a
foreign resident for less than six years
and one of the above life events
occurred.
These rules and their application to foreign
residents are particularly complex in respect
of deceased estates or property that you
may have inherited as a foreign resident
or from a foreign resident. There are also
special rules applicable to surviving joint
tenants and special disability trusts.
For those taxpayers affected by the rules
who have already lodged income tax
returns without including a capital gain, it is
integral to seek advice and lodge amended
income tax returns.
Care should be taken with regards to
outbound expatriates who may seek ‘tax
equalisation’ treatment from their employer
if a large tax liability arises whilst they are
overseas as a result of these changes.

Changes to Duties and Land Tax
for discretionary trusts
pkf.com.au I
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In 2016, the NSW Government imposed
surcharge purchaser duty on acquisitions
of residential land purchased in NSW by
foreign persons, and surcharge land tax to
foreign persons who own land in NSW.
Where an interest in land is acquired by
or held by a discretionary trust, the trust
may be liable for surcharge purchaser
duty or surcharge land tax if any one of the
potential beneficiaries is a foreign person.

The surcharge is 2% of the unimproved
capital value of the land. In general terms,
a foreign person is a person who is not an
Australian citizen.
The NSW Government has recently
introduced The State Revenue Legislation
Further Amendment Bill 2019 to Parliament
which, if passed, will likely require
amendments to be made to your trust deed.
The Bill contains provisions which deem
a discretionary trust to be a foreign trust if
the trust deed does not explicitly prevent a
foreign person from being a beneficiary.
If you have a discretionary trust that is
acquiring or holds land in NSW and the trust
deed does not prevent a foreign person from
being a beneficiary, then the trust will be liable
for surcharge purchaser duty when acquiring
land and surcharge land tax on land holdings.
The Bill allows for trust deeds to be amended
before 31 December 2019 to be exempted
from the proposed changes. The Bill has
not yet passed the State Parliament and it is
likely that the deadline will be extended. Note,
these issues can also result in a higher stamp
duty liability upon acquisition of the property.
If your trust holds land in Australia, you should
speak to your solicitor and have your trust
deeds reviewed and amended to avoid being
deemed a foreign trust. Note, other states
are expected to follow NSW’s proposed
changes.

Vacancy fee for foreign owners
In December 2017, the Australian
Government introduced a vacancy fee for
foreign owners of residential dwellings. Under
the legislation, foreign owners of residential
dwellings in Australia are required to pay
an annual vacancy fee if their dwelling is
not residentially occupied or rented out
for more than 183 days (six months) in a
year. Generally, this applies to persons who
required the Foreign Investment Review
Board (FIRB) approval to acquire the
Australian property. This vacancy fee should
not apply, therefore, to Australian citizens who
are resident overseas.

The other aspect that
businesses need to take
notice of is that the ATO
is going to use the data.
Director I John Swaine
You must lodge a Vacancy fee return
with the ATO within 30 days of each
vacancy year end. A vacancy year is
each successive 12-month period and is
specific to each property.
The fee is charged on a sliding scale
ranging from $5,700 for properties
acquired for less than $1 million to
$104,100 for properties acquired
for more than $9 million. There
are fee waivers available in limited
circumstances.

Deductions for vacant land
Changes to legislation seeking to limit
deductions for holding vacant land
received Royal assent on 28 October
2019. These changes are effective from
1 July 2019 regardless of when the land
was acquired.
Holding costs include:
• Land tax;
• Council rates;
• Maintenance; and
• Interest and borrowing costs.
The rules do not apply to:
• Corporate entities;
• Superannuation funds;
• Public unit trusts; and
• Unit trust or partnerships where all of
the members are entity types listed
above.
Farmland and vacant land used in
business are generally not impacted by
these changes.
Land will be considered vacant if:
• It doesn’t contain a substantial and
permanent structure; and
• A
 structure exists that is partially
constructed or renovated while the
entity held the land and is unable to
be lawfully occupied or is able to be
lawfully occupied but is not rented or
not available to be rented.

To get in touch with David to
discuss what this may mean for
you; please call (02) 8346 6000.

Single Touch
Payroll – ‘Big
Brother’ Is
Watching
SINGLE TOUCH PAYROLL (STP) IS NOW MANDATORY
FOR ALL BUSINESSES PAYING WAGES TO EMPLOYEES.
THIS IS ALLOWING THE AUSTRALIAN TAXATION OFFICE
(ATO) TO GATHER TIMELY INFORMATION REGARDING
WHAT PEOPLE ARE RECEIVING AS A WAGE. NOT ONLY
THIS, THE ATO NOW HAS ACCESS TO HOW MUCH
SUPERANNUATION SHOULD BE PAID TO AN EMPLOYEE
EACH TIME A PAY RUN IS LODGED USING STP. THIS
DATA ALONG WITH THE DATA THE ATO RECEIVES
FROM SUPER STREAM (INFORMATION PROVIDED BY
SUPERANNUATION FUNDS TO THE ATO THAT OUTLINES
HOW MUCH SUPERANNUATION HAS BEEN PAID AND
WHAT PERIOD IT IS FOR).
This is where businesses need to watch out, as the ATO has
more information than ever at their disposal and is targeting late
payments of super guarantee.
The main issue for business owners is that if you pay your
employees’ superannuation requirements one day late, this
issue has not been solved. The ATO requires you to lodge a
Superannuation Guarantee Charge (SGC) form. If no SGC form is
lodged interest continues to accrue.
The other aspect that businesses need to take notice of is that
the ATO is going to use the data that they collate from STP. If the
ATO find an issue with a business not paying superannuation
guarantee on time, they will launch investigations into the
business’ history. This means that if superannuation is paid late,
the ATO will explore the business’ history to see if a business has
done this before. If it is found that an employer has not paid their
superannuation obligation on time, SGC forms will need to be
lodged for all periods that the ATO finds to have been late. This
means that interest will have accrued all the way until the date
that the SGC form is lodged (even if the superannuation payment
was made years earlier).
With all this data at the ATO’s disposal, expect more
superannuation reviews and audits. Penalties, interest and
additional charges are all available to the ATO to use if they find
superannuation payments that are late (or worse, not paid).
Directors need to be aware that they become personally liable for
these under the superannuation regime. The ATO is gaining more
access to up to date information regarding your payroll. Are you
going to get caught out?
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Where there are exceptional
circumstances such as a natural disaster
that results in a permanent structure
no longer being on your land then an
exemption may apply for up to three
years to allow a deduction for holding
costs.

PKF CENTRAL COAST

For more information and to contact the PKF Central Coast
office, please phone (02) 4367 8955.
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Understanding a business’ access to financial resources is
essential in determining whether it can persevere through the
temporary business interruption caused by the bush fires.
BUSINESS RECOVERY & INSOLVENCY

Brad Tonks I Partner

Bush Fires And Business
Interruption
FOLLOWING THE DEVASTATING
IMPACT FROM THE RECENT
BUSH FIRES, NATIONAL AND
INTERNATIONAL COMMUNITIES
HAVE RALLIED TO SUPPORT THOSE
MOST AFFECTED. REGROUPING
AND REBUILDING THOUGH WILL BE
A MASSIVE CHALLENGE ON MANY
LEVELS.
These issues will extend beyond the
individuals initially displaced by the bush
fires and will likely see a heavy impact
on businesses that provide goods and
services into these areas.
Many relief and disaster assistance
options have been announced for
families, small business and primary
producers, including:
• Various Federal and State
Government grants and low interest
loans;
• Support from major financial
institutions to assist customers facing
financial challenges; and
• Support from charitable organisations
to assist those most affected.
Rebuilding often requires additional
commitment and therefore a greater
level of exposure to risk. It is critical that
businesses consider their future viability
from the outset and work towards a
clear, effective and proven business
model. The successful implementation of
that model will rely on the competence
of its management and often on the
experience of their advisers as well.
Understanding a business’ access
to financial resources is essential in

pkf.com.au I
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determining whether it can persevere
through the temporary business
interruption caused by the bush fires.
The first consideration is often whether
insurance cover has been taken out and
whether that is sufficient to:

1 Rebuild and return the business

to a condition that will allow it to
resume profitable trading; and

2

Cover the loss of income until the

business can again be restored.

The level of financial resources available
will be a paramount consideration,
including insurance covers, and will
determine if a business has the capacity
to recover from an interruption.

It is critical that
businesses consider
their future viability
from the outset and
work towards a
clear, effective
and proven
business model.

Even if those financial resources exist,
you may need to be prepared for a
significant time lag to get things back
up and running. In the meantime,
employees must be paid, and supplies
obtained in addition to the costs of
repairs and recovery. Banks, financiers,
the ATO and others will also want to
know what the timeframe will be for the
business to recover.

regularly to ensure that the business
remains on track and that future
assumptions remain reasonable.

A recovery plan needs to be navigated
closely through a detailed cash flow
forecast. It is vital for management to
be realistic in their analysis of cash
flows and the quantum and timing of
payments as a failure to provide timely
and accurate forecasts can lead to a
breakdown in creditor relationships and
result in them commencing legal action.
It is also important to note that preparing
an initial cash flow forecast is only the
start. Progress against the forecast
also needs to be monitored closely and

In severe cases, we can also put
in place formal restructuring plans,
seek moratoriums with creditors and
negotiate new terms with financiers to
give a business the breathing space they
need to implement a recovery plan.

PKF can assist with formulating and
maintaining realistic cash flow budgets.
As trusted advisers to businesses
and financial institutions, we can add
value and credibility to forecast and
assist with effective communications to
stakeholders.

Remember, the earlier
professional advice is sought,
the more successful the outcome
is likely to be.

CLIENT PROFILE

Arriba Group Continues
To Aim Big
AS A CHILEAN MIGRANT HAVING
OVERCOME ADVERSITY, RACISM
AND HARDSHIPS AS A CHILD,
MARCELLA ROMERO EMBRACED
INCLUSION AS A KEY VALUE
FROM AN EARLY AGE. WANTING
TO ENSURE THAT PEOPLE WITH
PHYSICAL AND MENTAL HEALTH
INJURIES/DISABILITIES WERE
TREATED WITH AN EQUAL LEVEL
OF RESPECT IN WORKPLACES
AND THE COMMUNITY IS WHAT
LED HER TO LAUNCH HER FIRST
COMPANY, REHAB MANAGEMENT,
IN 1998.
Under Marcella’s leadership, Rehab
Management has grown from just
her to an expanding enterprise
employing more than 300 staff across
98 Australian offices. In July 2018,
she founded AimBig Employment, a
Disability Employment Services (DES)
provider, placing people with disability
into suitable, meaningful, sustainable
employment after winning the national
disability employment services contract.
In 2019, she launched LiveBig, an
NDIS specialist allied health provider for
people with disability.
All three companies now make up RM
Holdings Group (now Arriba Group), one
of Australia’s most progressive peoplecentric companies. This has been based
on Marcella’s vision all those years ago
as an occupational therapist wanting to
make a difference by helping people and
her belief that every individual deserves a
better future.

Left: Owen Winter Right: Tony and Kevin

PKF in Newcastle welcomed their own
BusyBeans barista, Owen.

What has led to your biggest
success in business?
Marcella’s biggest success has been
maintaining a progressive, customerfocus business while consistently giving
back to the community. After over 20
years in business, Marcella and her group
have maintained her original vision to
help Australians with physical and mental
health injuries/disabilities live their best
lives and the expansion of one business
into three successful enterprises.

What was your biggest failure in
business and what did you learn
from it?

Since October 2019, Kevin, one of
the AimBig Employment BusyBeans
baristas has been PKF in Sydney’s
in-house barista. In January this year,

PKF has relished in the opportunity
to work alongside Marcella and her
team on various matters for the past
two years. PKF Taxation Partner David

How would you describe your
relationship with PKF?

The key learning for Marcella is never to
be afraid of occasionally stepping back,
reassessing and realigning the business
if required, thinking outside the box and
most importantly, bring her team with her
through changes.

Marcella’s top tips for others in the
industry
“Within allied health, disability
employment and therapy and
assessment services, each and every
person has different needs. You will never
see two cases that are exactly the same.
The most important thing to do is to get
to know and understand the people you
are trying to serve.
A tip for any industry is to learn as much
about your customers as you can. What
is it that they actually need? Once you
find this out, then work backwards to see
what you can bring to the table to fill that
need and success will follow”.
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Over the past two years, Arriba Group
has used PKF as their accounting firm
and have formed a strong, professional
bond. PKF has seen Arriba Group grow
exponentially during this time.

“Like many businesses that have grown
from a small business into a large
complex group of companies, a key
challenge has been the fast pace of that
growth. On occasions, this has meant
that processes and systems have not
kept up with the needs of the business
and the people within it. A business with
twenty people in it is very different to a
business with three to four hundred,”
Marcella says.

Foster, says “in many businesses people
are everything. Whether it’s front end
customer service or dealing with back
office issues you need the right people to
deliver high quality outcomes. Marcella’s
ability to lead and coach the team at
Rehab has enabled her to grow the
business to deliver high-quality outcomes
that make the business a success today”.
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PKF AUDIT & ASSURANCE PARTNER

Q W hat was your first job?
A I delivered newspapers every Saturday and Sunday

morning for the Junction Village newsagency.
My route was Hamilton South and Lingard Hospital.

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

A Some Italian food and bottle of red wine with my
wife Trudy.

Q N ame three words to describe to yourself.
A Passionate, loyal and open-minded.
Q Do you have a career highlight so far?
A Having the privilege of being involved with Kym Reilly
and Baidy Laffan, and to see them be appointed as
Partners of the firm in February.

Contact Us

Take 5 with...
Clayton Hickey

Sydney
T. 02 8346 6000
Melbourne
T. 03 9679 2222
Brisbane
T. 07 3839 9733

Q F inish this sentence – if I wasn’t an Audit Partner,

Perth
T. 08 9426 8999

A A Winemaker.

Adelaide
T. 08 8373 5588

I would be…?

Tax Diary

APRIL 2020

Gold Coast
T. 07 5553 1000

21

Due date for lodgement and payment of March monthly BAS.

Newcastle
T. 02 4962 2688

Due date for lodgement and payment of March quarter IAS for head companies of consolidated
groups.

Canberra
T. 02 6257 7500

28

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

Hobart
T. 03 6231 9233

Due date for March quarter Superannuation contributions.

30

Due date for lodgement of TFN report for closely held trusts if any beneficiary quoted their
TFN to a trustee in March quarter.
Due date for lodgement lost members report for the period between 1 July 2019 and
31 December 2019.

MAY 2020

15

Due date for 2019 income tax returns for all entities that did not have to lodge earlier and are
not eligible for the 5 June concessional lodgement date.

Rockhampton
T. 07 4927 2744
Tamworth
T. 02 6768 4500
Walcha
T. 02 6777 2377
Central Coast
T. 02 4367 8955

Due date for companies and superannuation funds to pay if required.

21

Due date for lodgement and payment of April monthly BAS.
Final date to appoint a tax agent for FBT in order to receive concessional lodgement date.
Due date for lodgement of FBT returns and payment of FBT if lodging by paper.

JUNE 2020

05

Lodge tax returns due for individuals and trusts with a lodgement due date of 15 May 2020
provided they also pay any liability due by this date.

21

Due date for lodgement and payment of May monthly BAS.

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