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1.  BACKGROUND 

The Mclowd Community was launched at an event in Sydney in March 2013 with a vision to 
improve retirement outcomes for self-funded retirees by driving down the cost of SMSF 
administration. 

Our initial focus was on the development of a technology platform that would support an online 

Community of trustees and service providers, including: 

• An SMSF administration platform 

• Services marketplace (similar to Airtasker, Freelancer or Upwork) 

A lack of access to capital in the early years was balanced out by the injection of ‘social capital’ by 
the evangelists (particularly trustees) who validated the goals and governance structure on which 
the Community was founded. 

The commercial model was focused on the services marketplace, but it quickly became clear that 
aggregating demand-side users required an accounting platform that was fit-for-purpose (first for 
individual trustees, and subsequently for high-volume practitioner users). 

In the last couple of years funding has been provided by administration firms who have grasped 
the scale of the prospective cost savings, and revenues have also begun to flow from: 

• License fees 

• Marketplace transactions (on which Mclowd takes a 10% fee) 

• Product distribution 

• Advertising 

• Technical support 

The Community has reached a point where steady growth in active users (and revenues) are 
being recorded.  As a consequence cashflow funding is being gradually transitioned from balance 
sheet to P&L. 

2.  INTRODUCTION 

If you were a privately held company that was running a business selling hardcopy encyclopedias, 
then putting those encyclopedias in the hands of every consumer would not be a realistic goal. 

The reasons are very simple: 

• Not everyone can afford to buy hardcopy encyclopedias 

• Depending on your capital structure and operating model, driving price to a level that 
would permit everyone to own a set of encyclopedias would not generate enough 
revenue to fund your operations, particularly where marginal cost (MC) does not equal 
zero 
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This is the (microeconomic) reason that traditional markets tend to be oligopolistic, with 
incumbents with different operating models acquiring different segments of a market. 

However when MC = $0.00, microeconomics begins to operate in a fundamentally different 
manner. 

In contrast to the above example, if you were to launch an online encyclopedia using pro-bono 
contributions from crowd-sourced resources (ie with little if any private capital), then 100% 
market share becomes an entirely realistic goal. 

In fact, if your vision is to make that information available to as many people as possible, 
targeting anything less than 100% market share doesn’t make sense (it is inconsistent with your 
vision).  

Applying this construct to self-managed super (and the Mclowd Community), if your vision is to 
improve retirement outcomes for self-funded retirees, then it follows that the vision should 
involve all SMSF’s (and potentially the wider investment management industry). 

3 .  KEY ELEMENTS 

This document summarises the various elements of the Community that will evolve between now 
and the end of 2020 in order to provide a firm foundation for the (eventual) migration of 600,000 
Funds: 
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(While some of these elements have been in place since inception, others - such as the services 
Marketplace - will need to scale up to serve that many users / Funds). 

4 .  GOVERNANCE 

Wikipedia scaled to being the fifth most visited website on the planet not because of technology, 
but because of governance. 

While it was always his intention to make the content freely available, Founder Jimmy Wales 
came to understand that the only scalable solution to the creation of that much content 
(accessible under those circumstances) was to open the exercise up to The Crowd. 

The Crowd morphed to the shape of the Wikipedia problem, with hundreds of thousands of 
contributors and editors joining this encyclopedic version of the Collaborative Commons. 

Mclowd has taken a very similar approach.  Engaging with crowd-sourced resources, many of 
whom gave their time free of charge (on the basis of a governance structure in which the core 
software is – and will always be - made freely available). 

5 .  CAPITAL STRUCTURE 

This Commons-style governance structure is inevitably reflected in the capital structure of 
Mclowd Pty Ltd. 

While Mclowd is not an open-source platform like Wikipedia (where traditional equity interests 
simply don’t exist), the Community has reached this point with just $1.3 million in capital on its 
balance sheet. 

This capital light model (90% less than incumbents) has enormous implications where MC = $0.00 
(since the opportunity cost of capital must be included in any price). 

As user numbers scale, the per unit cost of capital approaches zero, which in turn supports the 
pricing model. 

The main point to note here is that the capital structure required to target 100% ‘market share’ 
must support marginal cost pricing to the greatest extent possible. 

6 .  TECHNOLOGY INFRASTRUCTURE 

The next layer of the 100% market share cake relates to technology infrastructure. 

This must be able to scale up to 600,000 Funds and beyond, without so much as breaking a 
sweat. 

Fortunately this layer of the cake has been well and truly baked in thanks to the evolution of 
cloud-based infrastructure from the likes of Amazon, Google and Microsoft. 



 
 

 Page 5 6/7/2018 

Mclowd has been built from the ground up on Amazon Web Services (AWS), which is exactly the 
same environment as used by all the major banks, as well as firms such as Xero, Netflix and 
literally millions of other organisations. 

In addition to being the clear industry leader (and lowest cost solution), AWS addresses two key 
requirements of the Community: 

• Extremely high levels of availability 

• Almost infinite levels of scalability 

Given that Netflix supports more than 100 million users on precisely the same infrastructure, 
there is no reason to think that Mclowd cannot support 1 million (or more). 

7 .  APPLICATION ENVIRONMENT 

Introduction 

Automation is critical to the Community’s vision because it reduces the per unit cost of 
administration. 

While incumbents have also focused their efforts on increasing the level of automation, the 
capital-intensive structure of the industry has smothered the deflationary potential of this 
innovation. (Prices in some cases are actually increasing rather than decreasing, which is both 
illogical and unsustainable). 

Delivering automation that is equivalent to that offered by incumbents will reflect the following: 

• Core functionality 

• The ingestion of data 

• Workflow automation across: 

o Migration 

o Ongoing transaction processing 

o Audit 

o Actuarial 

o Lodgement (year end / BAS) 

o Services marketplace 

This can be illustrated by the following diagram. 
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Core functionality 

The current focus of development is on polishing off the core functionality so as to better support 
the nearly 5,000 registered users. 

Examples include: 

• Year end reports pack 

• Residual pension use cases 

• Simplification of year end processing  

• Superstream integration 

• BAS lodgement 

 

Data 

The Community already ingests data across a number of streams: 

Direct: 

• ASX end-of-day prices for listed securities 



 
 

 Page 7 6/7/2018 

• Macquarie CMA 

• DDH Graham 

Indirect: 

• Bank and broker data via third party aggregators 

• Manual import 

However this data model: 

• Falls short of that offered by incumbent vendors 

• Will not support a scaling up of users to the level being targeted 

Fortunately the Community is about to benefit from a worldwide trend towards open data 
regimes. 

The Federal Government recently announced that all banks (and eventually other financial 
institutions) will be obliged to make their client’s transactional data freely available to third 
parties such as Mclowd. 

This regulatory environment will both: 

• Expand the available data set 

• Drive marginal cost towards zero 

At the same Mclowd will need to continue to migrate from third party sources to direct feeds 
(where the marginal cost is zero). 

 

Workflow automation - core 

As the core functionality is progressively mapped to relevant data points (transactional or as to 
point-in-time valuation), Mclowd will be able to ramp up automation. 

There are two key elements here: 

• Migration of pre-existing Fund data into Mclowd 

• Ongoing transactional processing 

Consistent with the forces that have propelled the Mclowd Community to this point, the 
evolution of technology is both increasing automation while driving down costs, as illustrated by 
the following matrix. 
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Function	 Tools	 Outcome	

Data migration Robotic process automation Reduce switching costs to ~$0.00 

Data matching Artificial intelligence (AI) Reduce workflow (to exception-based) 

 

The Community now has access to numerous tools for Robotic Process Automation (some of 
which are freely available), as well as off-the-shelf or open-source AI models for data matching. 

 

Workflow automation – other 

There are a number of other targets in terms of improving workflow, specifically:  

• Actuarial 

• Audit 

• Lodgement 

• Tighter integration of the services Marketplace and accounting software 

 

2020 Vision 

The result of all the innovation and deflation described above is that Mclowd now has the 
opportunity to deliver functional replication with incumbent vendors at a fraction of historical 
cost.   

8 .  OPERATING MODEL 

It will come as a surprise to many that the Virgin Group is managed (globally) from an office in 
London with only a handful of employees (while Founder Richard Branson spends most of his 
time living on an island in the Caribbean). 

There is a simple explanation for the success of this highly decentralised operating model: 

Governance 

The strength of governance at the Virgin Group allows the holding company to manage minority 
and majority interests in dozens of companies around the world because those entities / 
stakeholders are glued together by very clear governance. 

As it expands the Mclowd Community must emulate the success of the Virgin model while 
delivering and maintaining world-class standards in terms of: 

• Technology infrastructure 
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• User experience  

That the Community has reached this point without ever having a physical office is a testament 
to: 

• The Power of the Crowd 

• The capabilities that Mclowd has acquired / developed in terms of leveraging the Crowd 

(While it is quite likely that the Community will one day need a central office location, for now 
the globally-dispersed nature of the workflow makes this unnecessary). 

The challenge now is to scale up that operating model from a few thousand Funds / users to 
hundreds of thousands. 

As described in Section 9 below, the solution to this challenge lies in both: 

• The product ecosystem, and 

• The services Marketplace 

 

9 .  PRODUCT AND SERVICES ECOSYSTEM 

Introduction 

Over the last ten years we have seen a shift from an economy focused on ‘Products’ to one 
centred on ‘Platforms’. 

The early days of this transition were epitomised by Ebay, but in more recent times even larger 
networks (such as Amazon) have come to dominate the microeconomic landscape. 

The key to understanding the growth of these platforms is simple: 

 

Distance from globally-defined marginal cost 

Amazon scaled because it had a governance model, capital structure and operating model that 
supported a decline in per unit prices to a level that is closer to marginal cost than any of the 
incumbents with which it is competing. 

Applying this to the Mclowd Community, it becomes clear that what will be required is a Platform 
where the bulk of the workflow takes place between buyers and sellers, with the role of Mclowd 
Pty Ltd being limited to: 

• The provision / maintenance of the technology infrastructure 

• Ensuring governance is managed in such a way that it drives scale (through transparency 
and superior user outcomes) 
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Services 

There are now dozens of SMSF professionals operating in the Mclowd Marketplace, offering 
more than 40 individual ‘services’ across the following categories: 

• Audit 

• Accounting 

• Administration 

• Tax 

• Legal 

• Migration 

For now there is an equilibrium between demand and supply, but (like Uber) the challenge will be 
to maintain this equilibrium at 50,000, 100,000 and then 600,000 Funds. 

 

Products 

The Mclowd product ecosystem currently spans: 

• Bank and broker feed (via third party aggregators) 

• Actuarial certificates 

• Lodgement 

By 2020 this ecosystem will need to have expanded to incorporate: 

• Property valuations 

• Audit solutions 

• Document providers 
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10.  CONCLUSION 

Communities do not compete (which is why we refer to incumbent software vendors as 
incumbents, not competitors). 

Rather, communities exist for a purpose, and in the case of Mclowd that purpose is to improve 
retirement outcomes for Australia’s 1 million self-funded retirees by driving down the cost of 
SMSF administration. 

As of July 2018 - and with less than 1% market share - the Mclowd Community could not rightly 
claim to be “leading” the SMSF industry. 

However longevity (and dominance) of an industry do not come about because you are leading at 
any particular point in time (just ask the shareholders of Nokia). 

Longevity and dominance are a consequence of leadership. 

And in that respect the Mclowd Community has laid a very firm foundation. 

 

Regards 

Ashley Porter  
Managing Director 
July 2018 
0402 117 935 
ashley@mclowd.com 


