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CPA Australia welcomes the opportunity to provide a submission to the Department of Industry, Science and
Resources’ (Department) consultation regarding the draft public guidance on the Future Made in Australia
Community Benefit Principles and the proposed requirement for a Production Tax Incentive Community Benefit
Report (the Community Benefit Report) to be reviewed by a Registered Company Auditor (RCA).

As one of Australia’s largest professional accounting body, CPA Australia represents over 174,000 members globally.
Our members work in diverse roles across public practice, commerce, not-for-profit organisations, government and
academia, and are committed to upholding the highest standards of audit quality and professional conduct. We
make this submission on behalf of our members and in the public interest.

We have framed our comments on the audit and assurance matters raised in the consultation and accordingly, our
submission focuses exclusively on Questions 27 and 28 of the consultation paper, which relate to assurance
requirements for the Community Benefit Report. We provide overarching comments below, with detailed responses
included in Attachment 1.

Reporting framework underpinning the Production Tax Incentive Community Benefit Report

The reporting framework underlying the Community Benefit Report is currently unclear, as the rules governing
Community Benefit obligations are still under development. This uncertainty makes it difficult to meaningfully assess
the assurance implications.

A clearly defined reporting framework is essential because it determines:
e the assurance criteria to be applied; and
e the appropriate type of assurance engagement.

Without this information, stakeholders, including auditors are unable to assess whether the proposed auditor review
requirement is feasible, proportionate, or appropriate.

Purpose of requiring an auditor to review the report

Additionally, the objective underpinning the requirement for an auditor to review the report has not been
articulated in the consultation paper. Clarity on purpose, whether it is to enhance reliability, ensure compliance, or
deter misreporting is critical for evaluating cost-benefit considerations and for determining a fit-for-purpose
assurance level that is proportionate to the risks involved and the overall objective.
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High-level guiding principles

We understand that feedback from this consultation will inform the development of the Production Tax Incentive
Community Benefit Rules (the Rules), which will support implementation of the Future Made in Australia (Production
Tax Credits and Other Measures) Act 2025 (the Act). Given the Rules are at an early stage of development, we outline
high-level guiding principles to inform assurance design once the objective of the assurance requirement is
confirmed.

When determining whether an assurance engagement is needed and, if so, the appropriate scope (factual findings,
limited or reasonable assurance), key considerations could include factors such as — the size of the tax incentive
claims, reporting and assurance objective, stakeholder needs, risk of misapplication, proportionality/cost-benefit,
the nature, complexity, and to a certain extend the maturity of the reporting subject matter. It is important for any
assurance engagement, including the assurance report arising thereon, to be undertaken in accordance with the
auditing and assurance standards issued by the Auditing and Assurance Standards Board (AUASB). Any assurance
requirement should also be proportionate to the significance of the incentive, the compliance burden on entities,
and the expected benefit of obtaining assurance. Attachment 2 summarises these considerations in a decision
matrix.

Ongoing engagement

CPA Australia appreciates the opportunity to engage with the Department and Treasury at this early stage as the
Rules are being developed. Early engagement will help ensure the Rules are clear, workable and supported by
appropriate criteria and avoid ambiguity and unclear terminology and scope (e.g., “review,” “true and fair,” “true
and correct”). We encourage continued dialogue as the Rules develop and strongly recommend a further round of
public consultation once the draft Rules are available.

” u.

We trust that our comments are helpful to the Department and the Treasury as it continues refining the framework
and associated obligations. For questions about this submission, please contact Tiffany Tan, Audit and Assurance
Policy Lead at tiffany.tan@cpaaustralia.com.au. We welcome further consultation as the reporting and assurance
requirements evolve.

Yours sincerely,

Elinor Kasapidis
Chief of Policy, Standards & External Affairs
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Attachment 1

Question 27:

What are your views on having the Production Tax Incentive Community Benefit Report reviewed by a Registered
Company Auditor?

We do not support mandating a Registered Company Auditor (RCA) as the only type of assurance practitioner
permitted to review the Production Tax Incentive Community Benefit Report (the Community Benefit Report). The
assurance requirement should be fit-for-purpose and proportionate.

The Community Benefit Report is a non-financial, principles-based report. Restricting eligibility to RCAs, whose
qualification is tailored to Corporations Act financial statement audits in large to listed entities and other high-risk
assurance engagements, would be disproportionate and would unnecessarily limit the pool of available
practitioners, further constraining an already limited RCA cohort. Many suitably qualified assurance practitioners,
including members of CPA Australia and the other professional accounting bodies who hold a Public Practice
Certificate, maintain appropriate professional indemnity insurance, and possess the required competencies through
routinely undertaking non-financial and compliance-based assurance engagements (e.g., grant acquittals,
compliance reviews) are well-placed to perform this work.

Even where an entity’s financial statements are audited by an RCA, this does not automatically justify requiring an
RCA for a separate, fundamentally different non-financial information assurance engagement. Given the nature of
the Community Benefit Report and the breadth of professional competencies available in the assurance market, we
recommend a flexible eligibility model that permits both RCAs and other qualified assurance practitioners to
undertake the assurance engagement, supporting proportionality, accessibility and cost-effectiveness.

Question 28:
If you are a Registered Company Auditor, what are you views on reviewing the Report?
We provide the below views as an organisation representing many RCAs and other assurance practitioners.

We understand that the Community Benefit Report will consist of information based on each of the 6 Principles as
detailed in Appendix E: Production tax incentives requirements of the Draft Guidance (Appendix E). The proposed
disclosures in the Community Benefit Report raise significant practical and technical issues for assurance
practitioners.

While a number of the proposed disclosures are capable of being subject to assurance under existing AUASB
standards, a substantial proportion of the disclosures are framed in highly qualitative, aspirational and forward-
looking terms. These types of disclosures present significant challenges from an assurance perspective because they
often lack objective, observable criteria, rely on management intent or future actions rather than historical evidence,
and involve subjective judgements that cannot be independently corroborated. As a result, they create material
limitations on the level and reliability of assurance that could reasonably be provided.

Community Benefit Principles: Auditability and suitability for assurance

Certain elements of the proposed disclosures in the Community Benefit Report are capable of being reviewed or
assured with a reasonable level of confidence, particularly where they involve objective, historical and externally
verifiable information. For example:

e Principle 1: Historical work health and safety incidents and related responses
e Principle 2: Status on the Workplace Gender Equality Agency non-compliance list

e Principle 2: Quantitative metrics such as labour hours allocated to apprentices and trainees (once incurred)
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e Principle 3: Participation in formal programs such as the Net Zero Economy Authority (NZEA) Community of
Interest processes

e Principle 4: Targets and outcomes for First Nations employment and procurement, subject to clear definitions
and reliable data sources

These disclosures align more closely with established assurance concepts of suitable criteria, verifiable evidence and
reduced subjectivity.

However, a significant portion of the principles rely on narrative disclosures relating to plans, strategies, intentions
and future commitments, such as hiring plans, training strategies, diversity plans and community engagement
approaches. These disclosures are inherently subjective, judgement-based or forward-looking. Examples include:

e Principle 1: Demonstrating a “positive approach” to workplace relations

e Principle 1: Supporting “secure, ongoing and well-paid jobs”

e Principle 3: “culturally appropriate” and “collaborative” engagement with communities
e Principle 5: Providing “full, fair and reasonable” opportunities for local entities

e Principle 5: Strengthening domestic industrial capabilities and local supply chains

Such requirements do not lend themselves to meaningful assurance outcomes, as they lack objective criteria,
consistent benchmarks and verifiable evidence. Under the AUASB assurance framework, auditors are not able to
provide assurance over the achievement of future outcomes. In practice, auditors would generally be limited to
confirming that disclosures have been made, the existence of documented plans or strategies, rather than providing
assurance over the substance, effectiveness or outcomes of those activities.

Disclosures relating to compliance with workplace, work health and safety, modern slavery and tax obligations also
raise practical challenges. While auditors may be able to review processes, internal controls and certain public
records, assurance practitioners are not positioned to determine with certainty an entity is fully compliant with all
applicable legal requirements. Compliance frameworks are often complex, rely on specialist regulatory
interpretations, and may involve matters not directly observable through audit evidence. In these areas, the level of
assurance that can be provided is inherently limited and may rely heavily on management representations and
indirect evidence.

The above factors significantly constrain the usefulness of to users from an assurance reporting on the Community
Benefit Report, and increases the risk of misunderstanding the level of comfort that a review or assurance
engagement is intended to provide (expectation gap). To enhance the usefulness and credibility of any review or
assurance, consideration should be given to refining the principles to include clearer definitions, measurable
indicators and objective criteria.

As we have discussed in the cover letter, several alternative approaches exist that could be considered more
proportionate and effective depending on the Department’s objectives. Based on the current drafting of the 6
Principles in Appendix E, if the Department intends to require an ‘assurance’ style engagement, we recommend a
limited assurance. The report arising from the limited assurance engagement would also need to be tightly worded
to appropriately frame the context of the engagement limiting to compliance with the reporting requirements as set
out in the Rules, akin to a compliance engagement. Alternatively, agreed-upon procedures engagements or
component-based engagements may offer greater proportionality, flexibility and reduce compliance burden, as they
allow the assurance practitioner and the engaging party to focus only on specific, well-defined elements of the
Community Benefit Report. This targeted approach avoids the need to form a conclusion over the entire report,
limits work to procedures that are directly relevant to the Department’s objectives and reduces unnecessary effort
on disclosures that are inherently qualitative, judgement-based or not suitable for meaningful assurance.
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Implementation considerations

We note the proposed timing for the assurance report to align with first-time reporting under this Act from period
beginning 1 July 2027, and that the assurance report is to be published on the entity’s public website by the original
due date for lodgement of the company’s tax return for the relevant income year. Given this is a new reporting and
assurance requirement, the market may not be fully prepared for implementation, which further reinforces the need
for clear and timely guidance to support readiness.

We also note that the current Draft Guide does not provide guidance to assist entities in preparing the Community
Benefit Report, nor does it provide guidance for assurance practitioners. Once the Rules have been finalised, we
strongly recommend that the Department prioritise the development of comprehensive reporting and assurance
guidance to support consistent and appropriate application of the Rules across entities and assurance practitioners.
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Attachment 2

To simplified, we have summarised some of the determining factors into a matrix for ease of reference when
considering the appropriate assurance approach given the objective and circumstances of the engagement as below:

Factors

Claim size

Risk of misapplication

Complexity

Assurance objective

Proportionality/cost-
benefit

Possible justifications

Reasonable assurance
(Audit-like)

Large / material /
significant

High (e.g., high public
interest)

Complex (multiple
projects/claim streams,
multi-layered reporting
components, or
performance measures)

High confidence in
overall compliance and
reporting

Most costly

Requiring reasonable
assurance over the
entire report

Incentive claims are
above the materiality
threshold and the entity
is in a high-risk sector

Limited Assurance
(GEEY)

Small to medium

Moderate (e.g.,
sensitive to the
eligibility for tax
incentives, inflated
claims)

Straightforward

Moderate confidence
that nothing has come
to attention indicating
non-compliance

Moderate - more cost
effective

Requiring limited
assurance over the
entire report

Incentive claims exceed
a materiality threshold

Agreed-Upon
Procedures (AUP)

Small to medium

Low (low discretion,
narrow criteria)

Targeted - Specific
factual elements that
can be verified directly;
discrete data points.

Verification of specific
elements only (e.g.,
meeting the
requirements in
Principles 2 and 4)

Low — work is restricted
to specific procedures
for specific reason,
agreed with engaging
party

Targeted elements to
supplement/compliment
other safeguards such as
review by the
department or the ATO

Depending on the finalised Rules which will include the purpose and structure of the reporting obligations, assurance
options that may be appropriate include engagements under ASSA 5000 General Requirements for Sustainability
Assurance (ASSA 5000), ASAE 3000 Assurance Engagements Other than Audits or Reviews of Historical Financial
Information (ASAE 3000), ASAE 3100 Compliance Engagements (ASAE 3100), or ASRS 4400 Agreed-Upon Procedures

Engagements (ASRS 4400).

For further details in relation to the types/approach of assurance available under the Auditing and Assurance
Standards Board (AUASB) remit, please refer to A Guide for Prescribing Assurance and Related Services issued by the

AUASB.

Page 6 of 6



