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Licensing exemptions for
foreign financial services

providers

The Treasury has released a consultation on 7 August
2023 and is seeking stakeholder views on exposure draft
legislation to provide Australian financial service licensing
exemptions to Foreign Financial Services Providers

1]

(FFSPs). The exposure draft legislation seeks to introduce:

A comparable regulator exemption

A professional investor exemption

A marketmaker exemption

An exemption from the fit-and-proper person
assessmentto fast-track the licensing process for
FFSPs authorised to provide financial services ina
comparable regulatoryregime.

The consultation will be closed by8 September 2023

APRA finalises new prudential
standard on operational risk

The Australian Prudential Regulation Authority (APRA)
has finalised a new prudential standard, Prudential
Standard CPS 230 Operational Risk Management
(CPS230), aimed atensuring banks, insurers

and superannuation trustees can better

manage operational risks and respond to

business disruptions. CPS 230 provides a foundation for
APRA-regulated entities to:

» strengthen operational risk managementthrough new
requirements to address identified weaknessesin
existing controls;

* improve business continuityplanning to ensure they
are positioned to respond to severe disruptions; and

* enhance third-party risk managementby ensuring risks
from material service providers are appropriately
managed.

APRA finalised the standard following
industryconsultation thatcommenced in July2022. The
new standard will commence from 1 July 2025.

APRA and ASIC commence
— early consultation on FAR

The Australian Prudential Regulation Authority (APRA)
and the Australian Securities and Investments
Commission (ASIC) have released keymaterials for
consultation, to supportthe implementation ofthe
Financial Accountability Regime (FAR) by the financial
services industry.

The FAR willimpose a strengthened responsibilityand
accountabilityframework for APRA-regulated entities in
the banking, insurance and superannuation industries and
their directors and mostsenior and influential executives.
In doing so, it is designed to improve the riskand
governance cultures of those financial institutions.

It will replace the Banking Executive Accountability

Regime (BEAR), which came into effect on 1 July 2018,
andis solelyadministered by APRA.
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for remuneration disclosure

=D" APRA finalises requirements

On 1st August2023, the Australian Prudential Regulation
Authority (APRA) has finalised new requirements for
authorised deposit-taking institutions (ADIs), insurers and
superannuation entities to publiclydisclose information on
aspects oftheir remuneration.

Underthe updates to Prudential Standard CPS 511
Remuneration, APRA-regulated entities will need to
annuallypublish information on their remuneration
frameworks, design, governance and outcomes. Larger
and more complexentities mustdisclose additional
guantitative information, including on payments to top
executives and how they have placed a material weighton
non-financial measures such as risk management.

This finalised requirements are based on the
consultation released on 6 July 2022.

In the October 2022-23 Budget, the Government
announced that Treasury would undertake a review of the
regulatory framework for managed investment
schemes.On 4 August 2023, Treasury has released a
consultation paper seeks feedback on the appropriateness
of the existing regulatory settings for managed investment
schemesincluding:

Review of the requlatory
framework for managed
investment schemes

* The thresholds thatdetermine whether an investoris a
wholesale client

*  Whether certain managed investmentschemes should
be marketed and sold to retail clients

» Theroles and obligations of responsible entities
* Whether ‘investorrights’ are appropriate

* Liquidityrequirements for managed investment
schemes

* Whether aninsolvencyregime is required formanaged
investmentschemes

¢ Interactions between Commonwealth and State laws
when regulating real estate investments bymanaged
investmentschemes.

This consultation will be closed by29 September 2023.

Other monthly regulatory information is available

in PwC Australia’s Regulatory Update
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ATO’s findings report on APA program
review

The ATO has published the findings ofits advanced pricing
arrangement (APA) review. The review was conducted
with a focus on how to bestinvest ATO resources inthe
delivery of the APA program to provide certainty to
taxpayers and encourage cooperative compliance, while
supporting ATO efforts to assure taxrisks across the large
market, proactively prevent transfer pricing disputes and
manage double taxation risk in the mosteffective and
efficient manner possible.

The ATO agrees thatBilateral APAs (BAPAs) offer a
greaterdegree of tax certainty and are therefore
preferable. In this respect, it intends to have a greater
focus on dedicating resources to BAPAs. It also
recognisesthere are circumstances where unilateral APAs
(UAPAs) are appropriate and UAPAs will remain available
under certain circumstances. This approach is said to
closelyalign with the Organisation for Economic
Cooperation and Development (OECD) and global best
practices.

The ATO also agrees thatthe APA productis bestsuited
to significanttransactions with greater levels of potential
uncertainty or double taxation or both.

The ATO has indicated itwill refocus the scope of the APA
program to transfer pricing issues, and acknowledge that
the APA program entry criteria needs to be clearerand
applied more consistently.

Following the consultation process, the ATO developed the
following setof recommendations:

» re-focusingthe scope ofthe APA program

» setting out clearer APA program entry criteria
» better defining collateral issuesto an APA

» outlining how to address collateral issues

* resolving collateralissues

» clarifying when an APA would be exited

» setting out mutual obligations, and

» delivering governance improvements.

The ATO commits to continue to provide annual reporting
statistics, perform quarterlyinternal reporting and to
continue to accept feedback from APA participants.
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OECD update on progress of Pillar One
and Pillar Two

On 12 July 2023, the OECD published apressrelease and
Outcome Statementfollowing the 15th plenarymeeting of
the OECD/G20 Inclusive Framework on Base Erosion and
Profit Shifting (BEPS). The Outcome Statement provides
an update on the status and timeline forimplementing the
Two-Pillar Solution to Address the Tax Challenges Arising
from the Digitalisation ofthe Economy. While it reports that
progress has been made on both Pillars,italso
acknowledges thatdifferences remain between countries.
Importantly, the timeline for releasing a multilateral
convention for AmountA of Pillar One has been delayed to
the second halfof 2023 (with a goal of it entering into force
during 2025) and the standstill on Digital Services Taxes
was conditionallyextended. Read more in this PwC Tax
Alert.

In addition, progress on ongoing reforms to the
international tax system, including the Two-Pillar Solution,
tax and crime, tax transparency, administration, tax and
climate change, and work on indirecttaxes, was reported
by the OECD Secretary-General Tax Reportto G20
Finance Ministers and Central Bank Governors for their
meetingon 17-18 July 2023.

Furthermore, the OECD/G20 Inclusive Framework on
BEPS released the following importantdocuments related
to Pillar One and Pillar Two:

Pillar One

* Apublic consultation documentoutlining the design
elements of AmountB of Pillar One. Interested parties

have been invited to submittheircomments on the
consultation documentby1 September 2023. Amount
B is intended to simplifypricing for baseline marketing
and distribution activities in accordance with the arm's
length principle in order to enhance tax certainty. Refer
to this PwC Tax Alert which summariesthe key aspects
of this consultation.

Pillar Two

+ Areportand modeltreaty text to give effect to the
Subject-to-Tax-Rule (STTR). Refer to this Tax Alert

which outlines the purpose and operation ofthe STTR.

* Asecondsetof Administrative Guidance on the Pillar
Two GloBE Model Rules which include a permanent
safe harbour for jurisdictions thatintroduce a Qualified
Domestic Minimum Top-up Tax (QDMTT) and a new
transitional safe harbour giving relieffrom the
application ofthe UTPR (formerly known as
Undertaxed Profits Rule) for fiscal years commencing
on or before the end of 2025. Refer to this PwC Tax
Alert for further information.
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An updated version of the GloBE Information Return
which sets outa standardised information return to
facilitate compliance with and administration ofthe
GloBE Rules. The documentincorporates transitional
simplified reporting requirements that allow reporting of
GIloBE calculations atajurisdictional level.

Background material on Pillar Two, including a
summaryofthe Pillar Two Model Rules and frequently
asked questions, has also been updated.
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