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ﬁl-l Audit Transparency Report

At PwC, we see our role as helping clients build trust and
deliver sustained outcomes. As an audit business, we know
that performing this role is critical to a well-functioning
capital market in Australia and to the confidence
Australians have when making important investment
decisions. Given the added economic uncertainty of the
past two years, our clients, their customers and employees
and the community more broadly has a critical need for
trust and confidence from independent sources.

Our Audit Transparency Reportfor 2021 describes our
policies, systems and processes for ensuring quality, the
results of key quality monitoring programmes and reviews,
and the way we foster a culture of quality at every level of
the firm. It details the listed companies we performed
audits for and the total revenue from our audit and
non—audit work.

+ ESG reporting in Australia — the full
//# story, or just the good story?

As expectations and demands on Australian entities
continue to rise with respect to ESG (environmental, social
and governance) and CSR, our in—depth analysis uncovers
just how serious the top 200 companies (ASX 200) across
the country are on addressing and reporting on material
ESG risks and opportunities.

In this report

° Part one looks at the key findings of our analysis
of ESG reporting among Australia’ s ASX 200.

° Part two explores what’ s driving the bar higher on
ESG reporting.

° Part three how ASX 200 companies can improve

their ESG performance and keep pace with
stakeholder expectations.

There is another ESG article ‘Public reporting of ESG
beyond financial reporting’ in this newsletter.
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ASIC Media Release

+ 21-285MR ASIC releases guidance on
|=7| crypto—asset related investment
products

ASIC has today released information for product issuers
and market operators on how they can meet their
regulatory obligations in relation to crypto—asset exchange
traded products (ETPs) and other investment products.

ASIC’ s good practices are set out inInformation Sheet
225 Crypto—assets (INFO 225) andInformation Sheet 230
Exchange traded products: Admission guidelines (INFO
230).
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|]|]'E:] Finance Insights Reimagined

The role of the finance function in organisations is changing,
not least in the way that it provides its stakeholders with
insights based upon a range of data sources. Irthis report we
explore the trends and projections for how finance functions
need to adapt.

The insights in this report are based upon several interviews
and roundtables conducted with ACCA members and other
interested parties and the results of a survey of 3,502
accountancy and finance professionals, including ACCA
members and future members, contacts and clients of PwC
and members of the Shared Service Forum based in India,
which was conducted in February 2020.
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o— | APRA outlines policy priorities for the
°_
o— | next quarter

APRA has outlined its policy priorities for the next quarter.
These centre on completing key reforms to strengthen
financial resilience including:

° Finalising the bank capital reforms, with three final
standards for capital adequacy to be released in
November 2021 and to apply from January 2023;

° Consulting on reforms to the insurance capital
framework to reflect changes in the accounting
standard AASB 17, update Life and General Insurance
Capital Standards (LAGIC) and align PHI with other
industries;

° Consulting on new standards for financial contingency
planning and resolution, to be released in November
2021 for an extended consultation; and

° Updating superannuation standards for Insurance in
super and Investment governance, ahead of a more
comprehensive review of other key standards next
year to ensure a sharper focus on the best financial
interests’ duty.

RBA introduces robust fallback criteria for
BBSW Securities

The Reserve Bank of Australia (RBA) is introducing new
eligibility criteria for securities to be accepted as collateral in
the market operations:

° Floating rate notes (FRNs) and marketed
asset—backed securities issued on or after 1
December 2022 that reference Bank Bill Swap Rate
(BBSW) must include robust fallback provisions; and

° All self-securitisations must have robust fallback
provisions. The Reserve Bank will engage directly with
self—securitisation issuers and give at least 12
months’ notice before enforcing this requirement.

Eligibility criteria for FRNs and marketed asset—backed
securities issued before 1 December 2022 are unchanged.
However, issuers should carefully consider including robust
fallbacks for such securities, depending on their length of time
to maturity, as a matter of prudent risk management.

ES

Australian Securities and Investments Commission (ASIC) has
released regulatory guidance to help credit and Australian
Financial Services (AFS) licensees to comply with the new
breach reporting obligations. AFS licensees will have to report
breaches even if the breach occurred before 1 October 2021.
However, credit licensees do not have to report breaches that
occurred prior to 1 October even when identified after 1
October 2021.

ASIC publishes guidance on breach
reporting
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Reference: Australian Security Insights Report 2021
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Monthly tax update
related to corporate tax

Proposed amendments to deal with

cessation of LIBOR

Treasury released for consultation,exposure draft

law which proposes amendments to various laws to correct
technical or drafting defects, removing anomalies and
addressing unintended outcomes. Among other things,
amendments are proposed to the income tax law to replace
the London Inter-Bank Offer Rate (LIBOR) with a qualified
rate to act as a ceiling for certain intra—bank loans by a
foreign bank to an Australian branch. Since the LIBOR will no
longer be published from 31 December 2021, the
Commissioner will be empowered to determine the qualified
rate for a particular currency by legislative instrument.

Major reform of the international

Following years of negotiations to reform the international tax
system, 136 jurisdictions (out of the 140 members of the
Organisation for Economic Cooperation and Development
(OEGD)/Group of 20 (G20) Inclusive Framework on Base
Erosion and Profit Shifting (BEPS))joined the Statement on
the Two—Pillar Solution to Address the Tax Challenges Arising
from the Digitalisation of the Economy

Under Pillar 1 reforms, taxing rights over 25 per cent of the
residual profit of the largest and most profitable multinationals
would be re—allocated to the jurisdictions where the customers
and users are located, along with removal and standstill of
Digital Services Taxes and other relevant similar measures,
mandatory and binding dispute resolution and establishment of
a simplified and streamlined

approach to the application of the arm’ s length principle in
specific circumstances.

Under Pillar 2 reforms, multinationals with annual revenue over
750 million euros will be subject to a minimum 15 per cent tax
rate from 2023.

The OECD has released abrochure providing summary
highlights of the two pillar solution with proposed next steps.
See also the Australian Government’ sresponse to the

agreement.

Refer to PwC’ s Tax Policy Alert for further
information.
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Guidance for GST assurance reviews
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The Australian Taxation Office (ATO) has published new
guidance for Top 100 and Top 1000 taxpayers subject to a
Goods and Services Tax (GST) assurance review.

The ATO’ s Guide to Independent Data Testing by Third Party
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Advisors provides practical guidance to taxpayers on ATO
expectations for third party advisors undertaking data testing
to be relied upon in a GST assurance review. The purpose of
the Guide is to explain the ATO’ s expectations and conditions
for top 100 and top 1,000 taxpayers when engaging a
third—party advisor to undertake the independent data testing
as part of a GST assurance review. Refer toPwC’ s Tax Alert
which explains the requirements and the ATO’ s expectations
and what is required of taxpayers and advisors.

Furthermore, the ATO has issued the following guidance in
relation to its GST Analytical Tool which is one of the tools
the ATO uses to obtain greater assurance as to whether the
right amount of GST has been paid. The tool applies a “top
down” approach to identify and understand and, where
available, verify, variances between accounting figures
reported in audited financial statements and GST reported on
Business Activity Statements (BAS).

° GST Analytical Tool FAQwhich explains the ATO’ s
use of the GST Analytical Tool, including its context
in terms of the assurance process, the objective
evidence that will be accepted and how the ATO
assesses variances that are found.

° GST Analytical Tool— Top 100 example provides an
example of how analysis from applying the GST
Analytical Tool will be shown in the Tax Assurance
Report for a Top 100 taxpayer.

° GST Analytical Tool— Top 1000 example provides an
example of how analysis from applying the GST
Analytical Tool will be shown in the Tax Assurance
Report for a Top 1000 taxpayer.
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Tax | F2 7% (3/3)

TO guidance on aggregated turnover
and the “connected with” concept

5 L mEPEEDEZAICET S
TODHAFXUR

An entity’s aggregated turnover for an income year is
comprised of its “annual turnover”, together with the annual
turnover of any entity (including foreign resident) that is
“connected with” it, or is an “affiliate” of it, at any time during
the income year. A taxpayer s aggregated turnover is relevant
to applying a number of provisions in the income tax law
including access to small business concessions, the temporary
loss carry back, temporary full expensing and many other tax
concessions. The ATO has issued the following draft taxation
determinations relating to whether an entity is “connected
with” another entity for the purposes of determining the
aggregated turnover of a taxpayer:

° Draft Taxation DeterminationTD 2021/D2 explains
the ATO’ s preliminary view regarding the application
of the connected with test to a partnership, foreign
hybrid entity or non—entity joint venture.

° Draft Taxation DeterminationTD 2021/D3 sets out
the ATO’ s preliminary view in relation to corporate
limited partnerships.

° Draft Taxation DeterminationTD 2021/D4 sets out
the ATO’ s preliminary view on the application of the
public entity exception to the indirect control test for
determining when entities are connected with each
other.

Once finalised, each of the draft tax determinations are
proposed to apply before and after the date of their issue.
Comments can be made on each of the draft determinations
by 12 November 2021.

Finalised guidance on aggregated

urnover and accounting periods

The ATO has finalised Taxation DeterminationlD 2021/7
which provides that when calculating the aggregated turnover
of a taxpayer, the annual turnovers of connected entities and
affiliates of the taxpayer are determined by reference to the
taxpayer’ s income year. This income year could be an income
year ending on 30 June or on a different date where an
approved substituted accounting period is in place.
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ESG: Importance to reshape how to think about and

report on corporate strategy

ESG: EXEEDMEFEZEBEEITIEER

Public reporting of ESG beyond financial
reporting

The needs of stakeholders extend beyond financial reporting
into broader corporate reporting.

To truly meet this need, clear reporting of integration of ESG
into core strategy is needed to demonstrate to stakeholders
the non—financial aspects that are also critical to the
company’ s success. We found:

- for the 115 ASX 200 listed companies that were reviewed,
more than 80% disclosed their ESG strategy to stakeholders.
However, evidence that ESG strategies are integrated with
core corporate strategies, including by the use of both medium
and long term targets, is limited. Without this integration,
companies risk ESG being viewed as ‘optional’ , undermining
confidence in the veracity of ESG goals, targets and reporting.

- 85% of companies analysed reported their ESG risks, while
just over half (54%) reported their ESG opportunities. As more
companies integrate ESG into core strategy, ESG is expected
to be seen as an area of opportunity with the potential for
long—term value creation.

98 %

of companies
identified at

least

ESG
issues

85%

translated ESG issues
into well articulated
risks with at least
basic commentary on
mitigation strategies
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https://www.pwc.com.au/asia-practice/japan/japanese/newsletters/japanese-newsletter-july2021.pdf
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on a regular basis. Please register from here if you
would like to subscribe.

BAREEE (v Y—ERXTRY) T, BXRE

[CE=a1—RLE—ZEHMICERELTLET,
REERIHLDAIELL MDITEHETIL,

Monthly update
PwC

Yuta Takahashi
=iE &S

Assurance

Manager
| yuta,j.takahashi@pwc.com

Miyu Shimoda
FH =6

Global Mobility
Senior Consultant
miyu.a.shimoda@pwc.com

g ¢ ®
?)

Greater

Adelaide  Western
° Sydney @

[ J
Canberra @

Newcastle

Melbourne

November 2021
14



https://www.pwc.com.au/asia-practice/japan/subscribe.html
https://www.pwc.com.au/asia-practice/japan/subscribe.html

WWW.pWC.com.au

© 2021 PricewaterhouseCoopers. All rights reserved. PwC refers
to the Australia member firm, and may sometimes refer to the
PwC network. Each member firm is a separate legal entity. Please
see www.pwc.com/structure for further details. This content is for
general information purposes only, and should not be used as a
substitute for consultation with professional advisors. Liability
limited by a scheme approved under Professional Standards
Legislation.

At PwC Australia our purpose is to build trust in society and solve

important problems. We’re a network of firms in 158 countries with
more than 250,000 people who are committed to delivering quality
in assurance, advisory and tax services. Find out more and tell us
what matters to you by visiting us at www.pwc.com.au

These articles provide general information and is not intended to
constitute corporate governance, ESG, cyber security, tax, legal,
assurance, health advisory services, financial services or planning
advice and should not be relied upon by you without consulting a
professional advisor based on your individual circumstances. The
information in this presentation is not and was not intended or
written by PwWC to be used, and it cannot be used, for the purpose
of avoiding penalties that may be imposed on you by a regulatory
authority including (but not limited to) the Australian Securities and
Investment Commission or Australian Tax Office.

These articles are based on information and circumstances
known at the date of authorship (23 November 2021). To the
extent circumstances have changed, this presentation may no
longer be relevant or correct. PwC is not obliged to provide you
with any additional information nor to update anything in this
presentation, even if matters come to PwC's attention which are
inconsistent with the contents of this presentation.

PwC accepts no duty of care to you or any third parties and will
not be responsible for any loss suffered by you or any third party
in connection with or reliance upon the information in this
presentation.

This disclaimer applies to the maximum extent permitted by law
and, without limitation, to liability arising in negligence or under
statute.

PwC's liability is limited by a scheme approved under Professional
Standards legislation.

PWC200201441



http://www.pwc.com.au

