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The Pandora Papers
In early October 2021, the news broke of the coordinated ‘leak’ of 11.9 million 
documents, from 14 different offshore firms. The ‘Pandora Papers’ is a large-scale 
investigative project by the International Consortium of Investigative Journalists, the 
Organised Crime and Corruption Project, and over 600 journalists from 117 countries.

Amy Daley
Manager
PKF Sydney & Newcastle
adaley@pkf.com.au

WELCOME TO 
THE SUMMER 
EDITION OF 
CLARITY

Welcome to our SUMMER 2021 edition of Clarity. Our aim is to deliver greater 
clarity and understanding to our clients on the current and emerging accounting 
and audit issues. We also look to provide thought leadership, and share our 
knowledge and expertise, in areas that will solve problems and create solutions 
for clients. We hope you find this edition of value and please feel free to contact 
your local Audit and Assurance Partners for any further assistance.

To emphasise the significance of the leak, 
the Australian Broadcasting Commission, 
advised that, if printed and stacked, the pile 
of documents would exceed four times the 
size of Sydney’s Centrepoint Tower.

The documents reportedly contained  
details of: 

•   The individuals involved, including 800 
Australians, as well as political authorities, 
and Forbes-listed billionaires.

•   Systemic and persistent corruption, 
whereby those involved in developing 
legislative and regulatory frameworks, 
were able to use knowledge gained from 
their positions to derive personal gain.

A variety of articles published have 
advised that more than 330 politicians, 
including 35 current and former 
government leaders have been named 
within the documents. 

Political and government roles involve a 
primary responsibility of making informed 
and effective decisions to protect, serve 
and benefit communities. 

We can expect to see extensive further 
investigations and reporting into these 
allegations, inclusive of significant 
consequences if individuals are proven to 
have repeatedly and intentionally abused 
their power to participate in serious 
criminal activity. 

Money laundering isn’t about merely 
seeking to protect or maximise personal 
assets, it can result in catastrophic 
community consequences inclusive  
of contributing to terrorism financing, 
drugs, weapons and human trafficking, 
and the sexual exploitation of children. 

•   The inconsistent levels of maturity  
of legislative/regulatory requirements 
across jurisdictions, which provide 
opportunities to avoid and/or exploit 
key Money Laundering and Terrorism 
Financing (ML/TF) risk controls such as: 
Customer Identification and Due Diligence 
procedures, Transaction Monitoring, 
Suspicious Matter reporting and periodic 
independent reviews.

Australia was described as an ‘enabling’ 
country due to our absence of regulatory 
requirements, similar to the United 
Kingdom and United States, for industries 
and professions used to facilitate money 
laundering i.e. accountants, real estate 
agents and retailers. Transparency 
International Australia have advised that 
until addressed, Australia will continue  
to be considered an “increasingly 
attractive, and convenient destination… 
for questionable or even illicit finance…”

“To emphasise the 

significance of the 

leak, the Australian 

Broadcasting 

Commission, advised that, 

if printed and stacked,  

the pile of documents 

would exceed four times 

the size of Sydney’s 

Centrepoint Tower..”

•

“Australia was described as an ‘enabling’ country due to our  
absence of regulatory requirements, similar to the United Kingdom  
and United States for industries and professions used to facilitate  

money laundering i.e. accountants, real estate agents and retailers.” 

••
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Product examples ‘too good to be true’ 
detailed within the papers include: 

•   A superannuation fund that required 
limited customer identification 
information, was set up as exempt 
from tax in both the country where 
the funds were held, and the country 
where funds originated, and could 
be drawn upon/ accessed by 
customer(s) at any time.

•   Trust accounts in the Cook Islands 
which were promoted as a way 
to hide and protect assets from 
creditors, relatives, law enforcement 
officials and other government 
authorities. Products included a 
‘duress clause’ which allowed for 
the trust to be closed at any time 
should it become subject to legal or 
government scrutiny or investigation.

The investigation found that it is 
important to: 

•   Have periodic reviews to ensure 
AML/CTF Programs are operating 
effectively, are adequately resourced 
and remain dynamic inclusive of 
enhancements to the ML/TF risk 
assessment, transaction monitoring 
rules, customer identification and 
due diligence procedures, and active 
monitoring of customer risk ratings, 
Politically Exposed Persons (PEPs) 
etc.

•   Have adequate senior management 
monitoring and oversight of identified 
vulnerabilities and improvement 
actions to ensure addressed within a 
timely manner.

•   Maintain evidence of adequate 
probing into customer profiles and 
transactions, inclusive of using a 
consistent and effective framework to 
assess high-risk clients and examine 
source of wealth, source of funds.

For AML/CTF advice and support, 
please get in touch with the specialist  
team at PKF today. I
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Technical Director
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“Every business  

is different and  

should consider their  

own reporting 

requirements  

before deciding  

to change.”

•••
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Currently preparing SPFS

•   Accounting policies will need 
to align with all accounting 
standard requirements.

•   All subsidiaries will need to be 
consolidated and associates 
equity accounted.

•   Can remove the statement 
of changes in equity in some 
circumstances.

•   Will need to include related 
party discloses.

Currently preparing RDR

•   Can remove the statement 
of changes in equity in some 
circumstances.

•   Will need to include a 
disclosure about audit fees.

•   Include details of future 
payments for leases under 
AASB 16.

A Brand-New Standard  
On Financial Reporting
A new standard has been released to help small businesses prepare more simplified 
financial reports. The new standard AASB 1060: General Purpose Financial Statements 
– Simplified Disclosures for For-Profit and Not-for-Profit Tier 2 Entities has been dubbed 
the “Simplified Disclosure Standard” or SDS for short. It provides an opportunity for 
eligible businesses to prepare General Purpose Financial Statements (“GPFS”)  
but in a simplified manner.   

Who needs to be aware of it

The Simplified Disclosure Standard will be 
available to any business who does not 
have public accountability, not for profit 
entities and public sector entities other than 
governments. It is particularly beneficial 
for those businesses that need to comply 
with GPFS, but don’t want the burden of 
preparing significant disclosures.

Summary of changes
The new standard is presented in a one-
stop, easy to use format, with all disclosure 
requirements in the one handy standard. 
The standard is split into sections using 
headings, for each intended area of your 
simplified financial statements. Therefore, 
you can easily disregard those areas not 
applicable and quickly find the information 
that’s relevant. 

If you currently prepare Special Purpose 
Financial Statements (SPFS) then you may 
find that there are additional disclosure 
requirements of the new Simplified 
Disclosure Standard, however if you currently 
prepare Reduced Disclosure Financial 
Statements (RDR) then you may find some 
relief by transitioning to the new Simplified 
Disclosure Standard. Unfortunately, many 
for-profit businesses will no longer be able to 
prepare SPFS so the new standard, although 
somewhat more burdensome, is a great 
alternative to full GPFS. Refer to table for 
some of the changes you can expect.

This list is just a sample of some of the 
changes that may affect your business, it is 
in no way a complete list. Particularly, due 
to the variability in SPFS currently being 
prepared each business will need to assess 
its impact individually. 

When is the best time to change
Every business is different and should 
consider their own reporting requirements 
before deciding to change. 

However, many businesses may soon be 
forced to make that change, as SPFS and 
RDR frameworks start to come to an end. 

When making a decision about when to 
make the move, it is best to consider some 
of the points below:

•   If you need to adjust your accounting 
policies, it will be advantageous to prepare 
early to take advantage of limited time 
relief for your comparative disclosures;

•   If you need to include additional new 
disclosure items, you may want to 
consider if you have the data available 
to compile the disclosure details or if 
additional data may need to be collected;

•   If a transition to the Simplified Disclosure 
Standard would provide financial report 
users with better information and the 
information is available, then you may wish 
to transition earlier rather than later;

•   If your financial reporting software has 
the capability to prepare a financial report 
using the Simplified Disclosure Standard, 
and if you have the resources available. 
Most popular packages have already 
released their updates and their illustrative 
financial statements now being made 
available on the internet.  

To work out the impact on your financial 
report, or to find out your best approach to 
transitioning to the new Simplified Disclosure 
Standard, get in touch with your local PKF 
audit team today. I



Alex Honner      
Senior Risk Analyst
PKF Sydney & Newcastle
ahonner@pkf.com.au

“Workers are not 

returning to the 

workforce or have 

found jobs elsewhere, 

and less workers are 

able to travel from 

overseas.” 
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Most employers are no stranger to the current staffing shortages faced by nearly  
all industries across Australia – with key industries such as hospitality, tourism,  
health and food supply taking the hardest hit. 

Workers are not returning to the workforce or 
have found jobs elsewhere, and less workers 
are able to travel from overseas. In addition, 
more employees are testing positive or being 
identified as close contacts, as COVID cases 
continue to rise in all states, with the scarcity  
of rapid antigen tests further delaying 
diagnosis. This is heightened by a surge 
in demand as consumers, particularly in 
New South Wales and Victoria, enjoy more 
freedoms in a “post-pandemic” world. 

Currently, there are over 14,000 job 
vacancies advertised on Seek in the 
hospitality and tourism industries alone.  
This shortage has led to businesses 
poaching employees from nearby venues 
and offering significantly higher wages to 
attract high quality and experienced staff. 
A flat rate of $30 might sound appealing to 
an employee usually paid an ordinary award 
rate in the low $20s, however employers 
and employees need to be aware that this 
exposes them to a serious risk of wage 
underpayment. 

“Quantaco are no strangers to complexity 
in award payments, we manage payroll for 
several thousand hospitality workers and the 
recent award update required us to review 
over 21,000 potential pay rates to ensure  
our client’s staff received the correct salary.  
The complexity in awards and the link 
between base rates and penalty rates 
for example, needs to be very carefully 
considered when thinking of offering higher 
salaries to attract new staff.” says Scott 
Barber, Chief Commercial Officer Quantaco. 

If award penalties such as weekend and 
overtime rates are not being incorporated 
into wage calculations, then employees 
may no longer be receiving their minimum 
entitlements. 

So is it legal? Most modern awards enable 
employers and existing employees to vary 
the application of certain monetary terms 
by mutual agreement, including overtime, 
penalty rates and allowances.

However, there is one crucial condition  
– any agreement must result in the 
employee being better off overall. This 
requires employers to challenge any existing 
annualised salary or flat rate arrangements 
made with employees on a regular basis, 
to ensure that this condition continues to 
be met as award wages and entitlements 
increase over time. For example, the 
Hospitality Industry (General) Award 
increased by a further 2.5% on 1 November 
2021, taking the permanent Level one 
ordinary hourly rate up to $20.92.

Underpayment of staff can result in 
significant reputational damage, loss of staff, 
reduced service levels and quality, and in 
some cases, harsh fines from the Fair Work 
Ombudsman. 

PKF know that workplace and payroll 
compliance, particularly in the industries 
covered by modern awards, is complex.  
Our dedicated National workplace team 
is one of the largest of its kind in Australia  
and has the depth of skill to respond.  
The team consists of a diverse range  
of subject matter experts, including: industrial 
law, audit and forensic, data and business 
intelligence, and taxation. Get in touch  
with your local adviser today. I

Where’s The Risk In Offering 
Higher Wages To Attract  
More Staff?

•••



ASIC Areas Of Focus For 
December 2021

Paul Pearman      
Partner
PKF Sydney & Newcastle
ppearman@pkf.com.au

“Directors and auditors 

should be given sufficient 

time to consider reporting 

issues and to challenge 

assumptions, estimates 

and assessments.”
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On 9th December 2021, ASIC released their revised focus areas for 31 December 2021 
financial reports under COVID-19 conditions.

ASIC Commissioner Sean Hughes said, 
‘COVID-19 conditions have continued through 
2021 and companies will be affected differently 
depending on their industry, where they 
operate, how their suppliers and customers are 
affected, and a range of other factors.’

ASIC has highlighted a number of areas  
for attention, in particular:

•  Asset values.

•  Provisions.

•   Solvency and ongoing concern 
assessments.

•   Events occurring after year end and before 
completing the financial report.

•   Disclosures in the financial report and 
Operating and Financial Review (OFR).

We note that the current list represents no 
material change from prior cycles areas of 
focus, however the recent ASIC commentary 
suggests that these areas persist as the 
most common challenges in the accuracy 
and completeness of the financial reporting 
process.

The results of ASIC’s review of the  
31 December 2020 Financial Reports  
reviews highlighted that the largest numbers 
of queries raised by ASIC in this period  
related to impairment of non-financial assets, 
asset values and disclosure in the  
operating and financial review.

Given the subjectivity of these types of 
calculations, transparency and quality 
disclosure should enable users to make their 
own judgement about the carrying values of 
these assets and the risks involved.

We also note that quality and completeness 
of the OFR disclosures is gaining increased 
attention from ASIC. Regulatory Guide 
247 – Effective disclosure in an Operating 
and Financial Review should be considered 
by management and directors in their 
presentation of their OFR, and there is a clear 

expectation that the entity discloses  
its material risks and potential secondary 
COVID related risks, and if not disclosed  
then why not.

•   The OFR should complement the financial 
report and tell the story of how the entity’s 
businesses are impacted by the COVID-19 
pandemic and changing circumstances. 
The overall picture should be clear, 
understandable, and be supported by 
information that will enable investors to 
understand the significant factors affecting 
the entity, its businesses and the value  
of its assets.

•   The OFR should explain the underlying 
drivers of the results and financial position, 
as well as risks, management strategies 
and future prospects.

•   Significant factors not attributable to the 
COVID-19 pandemic should be included 
and given appropriate prominence, such as 
changes in consumer preferences or new 
competitors.

•   Climate change risk could have a material 
impact on the future prospects of entities. 
Directors may also consider whether 
to disclose information that would be 
relevant under the recommendations of 
the Task Force on Climate-related Financial 
Disclosures.    

What else should Directors be 
considering and expecting?

Directors and auditors should be given 
sufficient time to consider reporting issues 
and to challenge assumptions, estimates and 
assessments.

Directors should make appropriate enquiries 
of management to ensure that key processes 
and internal controls have operated effectively 
during periods of remote work. 

Please get in touch with your local PKF audit  
& assurance team to learn more. I

•••
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“There is good 

news for thousands 

of charities with 

reporting obligations 

to be reduced in 2022, 

following the changes 

in thresholds which 

determine the  

charity size. ” 

7  SUMMER  I  CLARITY  

Luke D’Ortenzio   
Auditor
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Charities are in the spotlight as the Australian Charities and Not-for-profits Commission 
(ACNC) provides a much-welcomed uplift to reporting thresholds that are used to 
determine the level of reporting requirements for charities. However, at the same time, 
the ACNC is increasing disclosure requirements for those that are required to prepare 
financial reports and choose to continue preparing SPFS. So how might this affect  
your charity?

Changes In Reporting  
Obligations For Charities

••

Whilst the for-profit 
sector will soon  
lose the ability  
to prepare SPFS, 
charity and not-
for-profit entities 
will still be able 
to continue SPFS 
temporarily with 
some additional 
disclosures.

ACNC changes to reporting 
thresholds
There is good news for thousands of charities 
with reporting obligations to be reduced in 
2022, following the changes in thresholds 
which determine the charity size. This has 
been welcomed by the Commissioner, The 
Hon Dr Gary Johns, who states “This will free 
up time, effort and resources that charities 
can direct towards their charitable work to 
support millions of people nationwide”.

The Australian Charities and Not-for-profits 
Commission Amendment (2021 Measures 
No. 3) Regulations 2021 provides the new 
thresholds which will result in thousands 
more charities not being required to produce 
financial reports or only required to undertake 
a review rather than an audit. 

Related party disclosures for medium 
and large charities
For the year ending 30 June 2023 or later, 
all medium and large charities preparing 
special purpose financial statements (SPFS) 
will be required to disclose related party 
transactions. This change is brought about 
as an attempt to improve transparency for 
entities preparing SPFS as AASB124 Related 
Party Disclosures is included as one of the 
mandatory standards. 

Currently, charities preparing SPFS under the 
The Australian Charities and Not-for-profits 
Commision Act 2012 Act only had to comply 
with six specific accounting standards being 
AASB 101, AASB 107, AASB 108, AASB 
1048, AASB 1054 and AASB 2019-4. 

Remuneration Disclosures for large 
charities
In addition to related party disclosures  
in SPFS, a remuneration disclosure will also 
be necessary for large charities with two or  
more key management personnel (KMP).  

This change will first be required in 2022 
financial reports.  

There are two options to disclose 
remuneration: 

1    Actual compensation paid or payable  
to its KMP; or 

2    Aggregate of all compensation paid or 
payable to its KMP.  

If selecting the first option, a charity will need 
to include information in total for each of the 
following categories:

•  Short-term employee benefits;

•  Post-employment benefits;

•  Other long-term benefits;

•  Termination benefits; and

•  Share-based payment.

If selecting the second option, the charity will 
only disclose a single line of compensation 
paid to KMP in total. When making a choice, 
charities should consider if the disclosures 
provided are useful and adequate for the 
users of the financial statement. 

How can PKF help you?
If your organisation appears to be affected 
by these changes, please get in contact with 
your local PKF adviser, who can aid you in 
discussions surrounding the impact on your 
organisation of the above. I

https://pkf.com.au/insights/articles/changes-in-reporting-obligations-for-charities/
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