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Tax
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Australia’s Pillar Two legislation which establishes the
framework for which Australia will apply Pillar Two top-up
tax, namely Australian Domestic Minimum Tax (DMT) and
Australian Income Inclusion Rule (lIR) tax with effect for
income years commencing on or after 1 January 2024,
completed its passage through Federal Parliament.

The Taxation (Multinational — Global and Domestic
Minimum Tax) Rules 2024 augment the practical
application of Australia’s Pillar Two legislation with detailed
definitions and top-up tax computations was registered 23
December 2024. Registration of the Rules now means that
all aspects of Australia’s Pillar Two domestic and global
minimum tax is now substantively enacted. Specifically,
the Rules include details on:

« computing and allocating GloBE Income or Loss

» computing and allocating Adjusted Covered Taxes

« application to investment and Tax Transparent Entities
» safe harbour provisions; and

» transitional provisions for MNE Groups.

The Rules apply retrospectively in respect of fiscal years
commencing on and after 1 January 2024.

The Australian Taxation Office (ATO) has released draft
guidance on key aspects of the thin capitalisation third
party debt test, and additional draft guidance on
restructures undertaken as a result of the new rules.

Draft Taxation Ruling TR 2024/D3 provides interpretative
guidance on aspects of the third party debt test (TPDT)
and focuses on the ‘third party debt conditions’, which are
the critical conditions an entity must meet in order to
satisfy the new third party debt test in the thin capitalisation
provisions.

The ATO'’s draft Ruling is detailed and considers various
aspects of each condition of the TPDT including the
relevant test time, how the condition applies to debt that is
on issue for only part of the year, and the interpretation of
key terms. In many cases it also provides examples to
illustrate the ATO’s position. The draft Ruling does not
address the conduit financing rules associated with the
TPDT.

In conjunction with TR 2024/D3, the ATO has updated
draft Practical Compliance Guideline PCG 2024/D3 to now
include new Schedules 3 and 4. Schedule 3 outlines the
ATO'’s targeted compliance approach in relation to certain
matters arising under the TPDT, while Schedule 4 explains
the ATO’s compliance approach to certain restructures in
response to the new thin capitalisation rules.
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While the ATO’s commentary in TR 2024/D3 favours a
narrow interpretation of the TPDT conditions, in contrast,
many taxpayers will welcome the ATO’s TPDT compliance
approach within Schedule 3 of PCG 2024/D3.
Acknowledging the late enactment of the new thin
capitalization rules and that taxpayers require time to
restructure their arrangements, this Schedule sets specific
types of restructures that can be undertaken to comply
with certain TPDT conditions and prescribes time limits for
undertaking those restructures in order to benefit from the
ATO’s compliance approach.

Comments on both TR 2024/D3 and PCG 2024/D3 close 7
February 2025.

For further information, refer to our Tax Alert.

Public country by country (CBC) reporting obligations now
apply in Australia with effect for reporting periods
commencing on or after 1 July 2024. Under this new
obligation, the CBC reporting parent of a large
multinational group with an Australian presence is required
to submit data on their global financial and tax footprint to
the ATO, which will be made available publicly.

Taxation Administration (Country by Country Reporting
Jurisdictions) Determination 2024, registered on 17
December 2024, specifies the jurisdictions for which the
required information will need to be reported separately on
a CBC basis if the CBC reporting group operates in that
jurisdiction.

This new obligation will apply in addition to the existing
confidential CBC reporting obligations and any other public
CBC reporting regime to which a multinational group may
be subject (e.g. the European Union regime). Read more
in our Tax Alert.

The ATO has released an updated version of the local
file/master file (LCMSF) which will impact country by
country reporting entities (CBCRES) for reporting periods
starting on or after 1 January 2024.

Following consultation over recent months, the ATO has
finalised its instructions for completing the local file. The
changes to the short form local file include additional
disclosures about local Australian entities and operations
covering main business lines or functions and key
competitors, organisational reporting structure and
overseas reporting arrangements and significant
restructures and new arrangements involving transfer,
licence, or creation of intangibles.

For further information, refer to our Tax Alert.
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The ATO has updated its Practical Compliance Guideline
PCG 2017/2 on the simplified transfer pricing record-
keeping options to reflect, among other minor changes, the
maximum and minimum interest rates for low level inbound
and outbound loans for the 2024-25 year. For both loans,
the PCG provides that the interest rate be no more than
5.61% in the 2024-25 income year to qualify for the
simplified option.

Where a qualifying taxpayer applies one or more of the
options in the Guideline, the ATO will generally not allocate
compliance resources to review the covered transactions
or arrangements specified in that option for transfer pricing
purposes, beyond reviewing eligibility to use the option
applied.
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Following the enactment of the build to rent (BTR)
development tax incentives, owners and investors in
eligible BTR developments can now access:

» an accelerated deduction of 4% for capital works
relating to eligible BTR projects that began after
7.30pm (ACT time) 9 May 2023; and

a concessional final withholding tax rate of 15% on
eligible fund payments (amounts referable to rental
income and capital gains from the BTR development)
made to a foreign resident of an information exchange
country from a managed investment trust (MIT).

To access these incentives, the BTR owner must first
notify their choice for the development to be an active BTR
development by lodging the Build to rent development —
notice of events (NAT 75663) approved form, for which the
ATO has recently issued guidance. The approved form
must be used to notify the ATO of the following events
within 28 days after the event:

a BTR development commences to be an active BTR
development

« an active BTR development you own expands

change in ownership interest in an active BTR
development; and

+ aBTR development ceases to be an active BTR
development.

Additionally, the Income Tax Assessment (Build to Rent
Developments) Determination 2024 has been registered
as a legislative instrument and sets out the eligibility
criteria for a dwelling to qualify as an affordable dwelling
under the BTR concessions.

For further information, see our report, Build to rent in
Australia — An evolving landscape.
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The Government has announced a new Green Aluminum
Production Credit to provide targeted support to Australian
aluminium smelters switching to reliable, renewable
electricity before 2036.

The Australian Taxation Office (ATO) has issued draft
Practical Compliance Guideline PCG 2024/D4, which
outlines where the ATO is likely to have cause to apply
compliance resources in relation to the integrity measure in
section 207-159 of the Income Tax Assessment Act 1997
(ITAA 1997) which operates to deny franking credits
attached to certain distributions associated with a capital
raising.

The draft PCG sets out the ATO’s framework for assessing
the level of compliance risk present enabling taxpayers to
make informed decisions about the likelihood that they will
be subject to compliance action, and the features of
arrangements that the ATO consider present greater
compliance risk, and the types of documentation that it
considers to be relevant when assessing the compliance
risk associated with the capital raising arrangement. The
draft PCG particularly sets out examples that fall within the
green zone (i.e. where no ATO compliance resources will
be applied).

Once finalised, the Guideline is proposed to apply to

distributions made on or after 28 November 2023.
Comments closed 31 January 2025.
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1) Comprehensive and Progressive Agreement for Trans-Pacific Partnership
2) Carbon capture, use and storage
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Source: LSEG Data & Analytic Global Mergers & Acquisitions Review Full Year 2024, MARR Online, Tokyo Stock Exchange, Inc.,
Australian Trade and Investment Commission — Japanese Investment in Australia Report, ABS 5352.0 — International Investment Position,
Australia (2023), Ministry of Foreign Affairs of Japan, &t 7L X1J!1)—X, Capital IQ,Mergermarket, Thomson Reuters

Contact | E#& %k

Toru Aikawa, Partner | =JI| . /A\—k+— | toru.a.aikawa@au.pwc.com

Kazuhiko Haginiwa, Director | #f —E. 7L 24— | kazuhiko.haginiwa@au.pwc.com

Yuki Konaka, Associate Director | /IMd ##2. 7Y ITA T 4L 4% — | yuki.a.konaka@au.pwc.com
Daisuke Hayashi, Manager | # X{G. ¥+—<+— | daisuke.a.hayashi@au.pwc.com
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MUTOREIE., 202541 HIZPwC Australiad\FEFRL1=PwC’ s 28th Annual Global CEO Survey — Australian insights
WEOERTT . EEORXEFRANBRICHELAH DS SICITREXAEELEINET,

Reinvention on the edge of tomorrow

Some of Australia’s leading CEOs are taking bold
steps to reinvent their business models. For
everyone else, there exists a stark choice: self-
disrupt or be disrupted.

PwC'’s 28th Annual Global CEO Survey — Australian
insights reveals the top priorities, biggest threats, and
growing optimism of our business leaders. It uncovers
the critical decisions and investments leaders are
making in response to defining forces, including
technological disruption and climate change.

Message from Kevin Burrowes, CEO
PwC Australia

Australian businesses are confident about the future —
but are they too complacent?

Welcome to PwC’s 28th Annual Global CEO Survey —
Australian insights, a comprehensive analysis of the
views of over 4,700 leading CEOs representing every
region in the world’s economy, including 116 from
Australia.

These results tell us that business leaders across the
globe no longer see business model reinvention as an
option but as a necessity. Global disruptive forces, such
as artificial intelligence (Al) and climate change, are not
waiting for us to be ready — they are here and
fundamentally changing the way we work. How to
maximise the benefits, while mitigating the risks, is still
up for debate, but one thing is clear — Australia’s CEOs
must act quickly and decisively to navigate the threats,
challenges and opportunities on our doorstep.

Converging megatrends are compelling
Australia’s CEOs to reinvent their business
models

PwC’s 28th Annual Global CEO Survey data reveals
some of Australia’s leading CEOs are moving forward
and moving fast to capture the growth and value-
creation potential of disruptive technological and
environmental forces.

Yet many others are moving slowly, failing to recognise
the scale of threats, challenges, and opportunities,
constrained by leadership mindsets and organisational
practices that lead to inertia. For those leaders there
exists a stark choice: self-disrupt or be disrupted.
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Meeting challenges, seizing opportunities

Converging megatrends are compelling CEOs
around the world to reimagine their business models.
Our survey spotlights two defining forces that are
driving reinvention action: technological disruption
and climate change. These super disruptions are
forcing business leaders to profoundly reconsider
long-held assumptions about how they operate. In
response, some CEOs are successfully seizing
opportunities from these trends, leveraging them to
capture growth, create value, and leapfrog
competitors.

There is evidence of rebounding optimism.
Australia’s surveyed CEOs are more optimistic about
economic growth than when we last surveyed them.
Almost half (47%) expect an improvement in global
gross domestic product (GDP) in the next 12
months. Around two-thirds expect an uptick (or stay
the same) in Australia’s economic outlook in the year
ahead.

Compared with their global peers, Australia’s CEOs
feel confident about their organisation’s future.
Almost three quarters (74%) believe their business
will be economically viable for more than 10 years if
they continue down their current path (versus 55% of
global CEOs). Are local CEOs being overly
confident?

Expectations for GenAl remain high; 42% of
Australia’s CEOs reported increased efficiencies in
their workers' time over the last year as a direct
result of GenAl, and 40% expect their investments in
the technology to increase profits in the year ahead.
Yet trust remains a hurdle to adoption. Only a third of
CEOs have a high degree of trust in Al.

Globally, investment in climate actions and
sustainability is paying off. When we asked CEOs
about the financial impact of climate-friendly
investments, we found these moves were six times
more likely to have increased revenue as to have
decreased it over the past five years.

For more details, please check PwC’s 28th Annual
Global CEO Survey — Australian insights
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M- DL TIE. PwC’s 28th Annual Global CEO
Survey — Australian insights ZZS BT &L,
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PwC’s 28th Annual Global CEO Survey —
Japanese insights HZAZ#7hk

PwC conducted its 28th Global CEO Survey from
October to November 2024. We asked 4,701 CEOs
from 109 countries and regions around the world (148 of
which were from Japan) about global economic trends,
business risks, and countermeasures.

The survey revealed that CEOs worldwide have a more
optimistic outlook on the economic situation, with the
maijority expressing confidence that global economic
growth will improve over the next 12 months. It also
captures the perspectives of CEOs from Japanese
companies, highlighting their views on the economic
outlook as well as other significant topics such as
generative Al and climate change.

Main highlights include:

* Inresponse to the question, 'How confident are you
about your company's revenue growth prospects
over the next 12 months?', a noticeable number of
Japanese CEOs answered, 'extremely
confident/very confident' (22%) and 'somewhat
confident' (52%). This indicates that they have a
certain level of confidence or higher regarding the
future performance of their companies.

* Nearly half of Japanese CEOs (47%) worry their
companies won't survive the next decade without
changing practices, exceeding the global concern of
42%. This highlights a strong urgency for innovation
and adaptation among Japanese leaders compared
to their U.S. and Western European peers.

* Over the past five years, fewer Japanese
respondents reported taking significant action to
develop new sales channels and acquire customers
compared to the global average and the United
States.

* Over 40% of respondents noted improved employee
productivity with generative Al, but its overall impact
was less than the global average. Japanese
companies seem cautious in adopting Al, indicating
a reserved integration approach.

* The statement suggests that fewer Japanese
respondents cite "lack of external stakeholder
demand" and "management disagreement" as
barriers to climate change investments, indicating
strong internal and external demand for such
initiatives.

PwCIF2024F10 A A1 IS T TE28EEFRCEO
EHEREZRRLEL, HFR109HE - i D4,7018
MDCEO (35 ARIE148%4) Mo, HARF OB M OREE
EDIVRIEZDREGEIZTDOVTHENTLET,

AHETIE, #ROCEODEFHRHT B L
ALTEY, TOBEMATS #1207 AR THROBH
MEIERET 5 ILEAET SRBLLEYEL ., TOHIS
. EFARCRIEER A EIBIELT—2 =DV TERL
THY. SEIFZORASEICBALEOCEODEEE
SHLTOET,

FERHEIUTOELYTY,
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BIZEENHD1(22%) . [HHIEEBENH D]
(52%) EMEEMNBILL. B EEDEITEISHL
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Eliot=

« REDESKRADPYAEEZGATIHE, 106
THEATEHARFNICERTERNIEEZSAR
MDCEOIL47% (ALK TIL42%) . BEHMGEZD
BB EFEA ETLTLDLDOD. KECHEMKELER
T HEKRELTIEITH T DR

o H-HGIRERCEEORREVLST-IYMEMAIZ DT,
BESEBTIHBH TREATEIL- KEITEILT=]
EEZ-EIEN, HRLSEKOKREELELRTENER

1z

« ERARBAOHRICOVTIHIEEZE DT BEFD
AEMNRELIEDORIENIBNEZBA -, =12, H#
RERELEBTHEEELCIBEICEITHERKA
DEEEIFENGEREGST=, ERAIZETAIZIE
DEAISHLTEEGESLBI-1-

s [EZEBOBEREZEETIHIERICOLT #4
DAT—IRILE—DEDEEDRIN | OTFEREAS
WNFEREDTFREIZZETIEANERSAEROKE
EHRTELUEL, AN STIREEI~D R IEE
BOROLNTNBRIRASINAZ D

HMIcOLTIE, E28EIHFCEOEHAE (HADHT
) ETSEBTIL,

* The above is a translation of an excerpt from PwC's 28th Annual Global CEO Survey — Japan insights published by

PwC Japan in February 2025. In the event of any discrepancies between the original Japanese text and the translation,

the original text takes precedence.
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Previous Newsletters
ZIE TITIHS

2024 November
* Financial Reporting Update 2024
 Sustainability Disclosure and SASB Standards of
Japanese companies
CER overview
Country by country reporting updates
Banking Matters - Major Banks Analysis 2024
Aussie Mine 2024 - Critical alignment
Critical minerals, and more

2024 October

+ Sustainability reporting standards and legislation
finalised

» ASIC Derivative Transaction Reporting Rules 2024

* ATO releases Top 100 and Top 1,000 findings reports

+ Employee Share Option Plan (ESOP)

» The 2024 National Hydrogen Strategy, and more

2024 September
+ Australia Infrastructure Market Update

» AASB Action Alert Issue No: 234
» Climate-related Financial Disclosure
* Reforms to Petroleum Resource Rent Tax, and more

2024 August
+ Australian Pillar Two legislation introduced into

Parliament

Final ISP 2024

AASB Action Alert Issue No: 233

Climate-related Financial Disclosure

CPS 230 APRA finalises cross-industry guidance on
operational resilience, and more

2024 July
» ASIC approves enhanced Banking Code of Practice

* Public Country by Country reporting regime legislation
introduced

» The National Electricity Market (NEM)

» AASB Action Alert Issue No: 231 Climate-related
Financial Disclosure

* Mine 2024: Preparing for impact, and more
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Previous Newsletters
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2024 June

+ Financial Reporting Update 2024

» APRA issued a letter on security and adequacy of
backups relevant to CPS234

» Navigating CPS 230: Considerations for implementing
the CPS 230 Standard

» Update on Australian Public Country-by-Country
reporting

» The National Electricity Market (NEM)

+ Australian Real Estate Market, and more

2024 May
+ Large-scale energy storage projects in Australia

 Financial reporting and audit focus areas

» Comparison of sustainability information disclosure
regulation in Japan and Australia

+ CPS 511 is now in force across the financial services
industries

» 2024-25 Federal Budget Tax Checklist, and more

2024 April
* PRRT regulations released for consultation

+ Capacity Investment Scheme

+ Australian Sustainability Reporting Update

* APRA updates ARS 701.0 for Economic and Financial
Statistics collection, and more

2024 March
* Insurance Banana Skins - An Australian Perspective
» Consultation on public country-by-country reporting
+ Japan Australia Cross-border M&A
» General approach to meet the draft ASRS requirements
in a pragmatic, effective and commercial way, and more

2024 February
» Treasury released the Exposure Draft on Climate-

related financial disclosure

* Priorities Summary of APRA and ASIC for the year 2024

» ASIC highlights focus areas for 31 December 2023
reporting

+ Japan Australia Cross-border M&A

« 27th Annual Global CEO Survey - Asia Pacific, and
more
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