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INTRODUCTION

In this issue of Corporate Advisor, we explain nine, financial-reporting, corporate-
governance regulatory topics of crucial importance to CFO’s and Directors.

A busy start to 2025, with much to reflect on as the year unfolds.

On the financial reporting front, ASIC has issued its focus areas for 31 December balances—what
the commission describes as its enduring focus. It has also announced its 2025 enforcement
priorities.

Sustainability and climate change, particularly in the Australian context, remain significant
challenges. Financial reporting and climate change are interrelated, alongside the preparation
of upcoming sustainability reports. The legislation and sustainability-reporting standards are
now in place. We are beginning to see ASIC's stance on enforcement, ethics, and assurance
requirements come into focus—along with available resources to assist.

Federal Parliament wrapped up 2024 with a rush, passing significant legislation affecting
businesses, public practitioners, and auditors. Key developments include the Anti-Money
Laundering and Counter-Terrorism Financing (AML/CTF) Amendment Act 2024, the Privacy and
Other Legislation Amendment Act 2024, and the Cyber Security Act 2024. Additionally, there are
now substantial penalties for intentionally underpaying employees’ wages and entitlements.

On the governance front, a listed company CFO has been fined and disqualified, cyber-security
governance principles have been refreshed, and ASIC has updated its guidance on insolvent
trading. In the AFSL space, two key concerns stand out—licensees being slow to act on reportable
situations and governance issues related to Al.

What's next?

Stay ahead by staying informed and proactively responding to key developments. Keep your
corporate risk registers updated to navigate emerging challenges with confidence.

The Hall Chadwick team is ready to collaborate with you on the opportunities and complexities
that lie ahead.
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ASIC’S FINANCIAL REPORTING
FOCUS FOR 30 JUNE 2025

By Mark Delaurentis Partner, Hall Chadwick (WA)

The Australian Securities & investments Commission has published its audit and
financial-reporting focus areas for FY 2025-26 and highlighted the progress of its

surveillance programs.

ASIC reviews financial reports and audit
engagements of regulated entities, including
publicly-listed companies, other economically
significant public interest entities, for example, large
proprietary companies, grandfathered entities, and
registered superannuation funds.

'These surveillance programs aim to enhance the
integrity and quality of financial reporting and
auditing in Australia; said ASIC commissioner Kate
O’Rourke.

'We expect all entities to provide reports and audits
that are accurate, complete and informative!

ASIC's focus areas remain unchanged (see
Appendix: ASIC’s ‘enduring’ focus areas for financial
reporting) with one exception; revenue recognition
has been added but no detail asyet. The commission
will continue to focus on areas where significant
judgement from preparers of financial reports is
required. These include revenue recognition, asset
valuation, and estimation of provisions.

ASIC cautions that ‘financial-report preparers
should take extra care when making such
judgements, especially considering recent capital
market volatility.

In 2022, the financial-report lodgement exemption
for grandfathered entities was lifted. ASIC now
monitors compliance of these financial reports
with the legislative requirements and applicable
accounting standards.

Some companies have failed to lodge reports since
the exemption was removed. ASIC will follow up

non-lodgements with companies and, if necessary,
take appropriate regulatory action.

‘Many of these previously grandfathered entities are
large companies and should be lodging financial
reports. If the auditor is aware that a company is
not complying with its lodgement obligations,
[it] should inform ASIC through the appropriate
channels; Ms O’'Rourke said.

Registrable superannuation entities were required
to lodge audited financial reports with ASIC for the
first time in 2024. The commission is finalising its
review of around half of all lodged RSE financial
reports and five RSE audit files.

In 2025-26, ASIC will review the other half of the
RSE financial reports as well as a selection of
RSE audit files. The focus areas for RSE financial
reports include the measurement and disclosure of
investment portfolios, and disclosure of marketing
and advertising expenses.

Sustainability reporting in accordance with AASB
S2 Climate-related disclosures will be mandatory for
Group 1 entities with financial years commencing
on or after 1 January that:

Are required to prepare an annual financial report
under Chapter 2M of the Corporations Act

Meet certain sustainability reporting thresholds,
and

Have not obtained sustainability-reporting relief
from ASIC.
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The commission said that 'impacted entities should
begin work as soon as possible if they have not
already implemented plans and procedures to
meet the mandatory reporting requirements:

ASIC will review 31 December sustainability
reports as part of its 2025-26 program and share
its observations with the market. The commission
stated that it will take a proportionate and pragmatic
approach to supervision and enforcement
as sustainability requirements are phased in.
Preparers of sustainability disclosures should refer
to regulatory guide 280 Sustainability reporting for
more information.

ASIC has updated information sheet 284 Public
companies to include a consolidated entity disclosure
statement in their annual financial report. The update
reflects recent legislative amendments that clarify
the tax-residency-disclosure requirements where
entities are resident in more than one jurisdiction as
well as when an entity is an ‘Australian resident’ for
the purposes of the consolidated-entity disclosure
statement, including partnerships and trusts.

The update is relevant to public companies and
applies to annual financial reports for financial
years commencing on or after 1 July 2024,
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ASIC’S TIPS TO IMPROVE REPORTING

By Drew Townsend, Partner, Hall Chadwick (NSW)

Report 799 ASIC's oversight of financial reporting and audit 2023-2024 summarised
findings from 1 July 2023 to 30 June 2024.

‘It highlighted areas where the quality of financial
reporting and audits could be improved.

Audit committees, directors, and preparers of
financial reports have a critical [...] role in supporting
quality financial reporting and audits and it is in
their interest to support the audit process.

Key building blocks to supporting high-quality
outcomes include:

m High-quality and timely financial information
supported by robust position papers with
appropriate  analysis and  conclusions
referencing relevant accounting standards

m Adequate resources, skills, and expertise
being applied in the reporting process.
Comprehensive contemporaneous position
papers should support conclusions reached,
particularly in areas that have significant
estimation uncertainty and judgement (for
example, asset values, revenue recognition
and provisions)

m Clear, effective communication with the auditor
addressing risks affecting the information in
the financial report, and

m Robust auditor selection with accountable
procedures, appropriate audit fees, and clear
communication channels between the auditor
and the audit committee.
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CURRENT VS. NON CURRENT
LIABILITIES. WHAT TO CONSIDER

By Doug Bell, Partner, Hall Chadwick (WA)

The strength of abalance sheet and whether current assets exceed current liabilities
is used as an indicator of an entity’s financial position.

Changes to AASB 101 Presentation of Financial
Statements, which are effective for 30 June
reporters for the first time from 2025, could cause
the presentation of some liabilities to change and
also provide users with more information about in-
place covenants.

A current liability is one where the entity does not
have the right to defer settlement for at least 12
months at the reporting date.

Let's look at the considerations for 30 June and
beyond.

Do you or your client have any financing
arrangements? If so, have you documented expiry
date of the facility, conditions for any rollovers,
covenants attached to the financing arrangements,
and details of and dates of testing of covenants,
and consequences of covenant breaches.

Where the covenants are tested on or before year-
end, have they been met? If yes, then classify
the liability using the traditional current and non-
current rules. If no, then generally the liability is
classified as current.

Where the covenants are tested after year-end,
compliance with these covenants do not affect
the presentation of the liability at year-end,
however AASB 101 now includes the nature and
description of these covenants and whether facts
and circumstances might indicate that the entity
will have difficulty complying with them,

When a covenant is breached at the reporting
date, generally an entity does not have a right to

defer settlement of the associated liability for at
least 12 months, which means the liability must be
presented as current.

If before year-end, the entity has received a waiver
or period of grace from the financial institution,
then this may not be the case.

Awaiver effectively ignores the breach and therefore
the liability can be presented in accordance with
the usual requirements in AASB 101.

A period of grace provides time for an entity to try
to solve the breach, to avoid presentation of the
liability as current, and the period of grace needs to
be at least 12 months after the reporting date.

Unless the waiver or period of grace is received
before year-end, it will not affect the presentation of
the liability, however disclosure of the receipt of the
waiver and period of grace post year-end would be
included as a non-adjusting event.

The disclosures requirements relating to covenants
tested after the reporting period in AASB 101 are
new and will require careful consideration.

Entities will need to ensure that the level of
disclosure around the nature of covenants provides
the relevant information to users without providing
commercially-sensitive information.

Identification of facts and circumstances that may
indicate that an entity will breach a future covenant
can be challenging, however entities will need to
consider current management accounts, budgets
and forecasts and any expected cyclical results.
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t

AASB 101 also notes that if the covenants would m AASB 2022-10 Amendments to Australian

not be met at year-end (even though it does not Accounting - Fair Value Measurement of
need to be) then this should be disclosed in year- Non-Financial Assets of Not-For-Profit Public
end financial statements. Sector Entities.

Also, new standards for 30-June reporters are: CA ANZ has updated its guide Financial reporting

. and auditing in uncertain times, which stresses key
m  AASB 2022-5 Amendments to Australian  ¢5os areas.

Accounting Standards - Lease Liability in a
Sale and Leaseback

m  AASB 2023-1 Amendments to Australian
Accounting Standards - Supplier Finance
Arrangements (AASB 2024-1 is Tier 2 version),
and
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ASIC NAMES ITS KEY ISSUES

By Stewart Thompson, Partner, Hall Chadwick (NSW)

ASIC has named its key issues for 2025, providing insights for Australian businesses

and consumers.

Increased market volatility, geopolitical changes,
the global accumulation of debt to drive growth,
perceived and real inequality of wealth, shifts in the

intelligence, data, and cyber risk, are all key factors
influencing the way ASIC views the issues. Take
note and act.

way capital is invested, and advances in artificial

Issue Explanation

Changing dynamics
between public and
private markets

ASIC will be leading discussion on issues key to the ongoing and future success of Australia’s
capital markets and seeking feedback on whether our regulatory settings and supervision
approach needs to adapt considering changing market dynamics.

Domestic and international regulators and policy-makers are taking steps to review and
respond to issues arising from these changes and to consider potential vulnerabilities and
harms that may emerge with growth in private markets.

Both public and private markets are important to our economy and play a role in generating
wealth. Through superannuation investments, many Australians have indirect exposure to
private assets. Private markets operate differently from public markets and are inherently less
transparent.

The commission is increasing its focus on private markets through surveillance. ASIC will
review the governance processes and practices of a sample of responsible entities of retail
private-credit funds, including their asset valuation and liquidity-management practices.

Superannuation
members being let
down by their funds
and trustees

Around three million Australians will become eligible to draw from their superannuation in the
next 10 years, at least $750 billion of funds shifting from the accumulation to the retirement
phase.

As more members enter the retirement phase, they will have more frequent, and more
complex, interactions with their superannuation funds, so trustees will need to ensure that they
can meet members' changing needs.

Between 2021 and 2023, complaints to the Australian Financial Complaints Authority about
superannuation funds' service provision (complaints in the 'service™-issue category) doubled.

ASIC will publish findings from a review of member services and will take enforcement action
where appropriate.

Consumer losses through fraud and scams are increasingly sophisticated in their use of
technology.

Evolving types of financial frauds and scams continue to threaten consumers, investors, and
small businesses, as people are deceived out of their money and/or into divulging sensitive
personal information.

Cryptocurrency and
celebrity-endorsement
impersonations are
among prevalent
scam activities

ASIC has taken down over 7300 phishing and investment-scam websites since the service was
launched in July 2023.

ASIC also maintains an Investor Alert List, adding on average 20 companies, businesses, or
websites a week.

ASIC will continue to support the ACCC's National Anti-Scam Centre, including by sharing
scam intelligence through an automated data-sharing capability.

CORPORATE ADVISOR SPRING EDITION 2025 | HALL CHADWICK



HALL CHADWICK &'

Issue Explanation

Unsuitable super-
annuation advice
resulting in adverse
consumer outcomes

As more Australians approach retirement, there is higher demand for good quality retire-
ment-related financial advice, including on managing longevity risk and ensuring a sustainable
income stream.

ASIC has observed considerable volumes of superannuation-fund inflows into high-risk invest-
ments, including in property, and significant payments of superannuation monies to lead-gen-
eration businesses. High-pressure sales tactics and social-media algorithms target receptive
audiences, enabling rapid growth in these models.

ASIC will continue to warn Australians about this conduct and will take enforcement action
where it sees misconduct exploiting superannuation savings. ASIC also has a current surveil-
lance underway assessing the quality of financial advice to set-up SMSFs.

Cyber-attacks, data
breaches, and internal
systems failures are
undermining market
confidence and
causing financial loss

The continuing risk in this area is driven by digitalisation of the financial sector, reliance on
controls of third-party service providers, and legacy systems, which are vulnerable to cyber-
attacks and data breaches.

ASIC expects directors to ensure that their organisations’ risk-management adequately
addresses cyber-security threats and that controls are in place to protect assets and
information and enhance cyber-resilience.

The commission will be reviewing cyber and operational resilience in various sectors and
sharing its findings with companies and entities.

ASIC is investigating cyber-security and will release in 2025 news on how we are bringing the
full force of the law against those found to have failed in their cyber-duties.

Poor household
outcomes following
natural disasters due
to deficient claims-
handling by general
insurers

Recent reviews have found persistent issues in the delivery of claims-handling services
following natural disasters that are expected to increase in frequency and severity as the effects
of climate change are felt.

Unreasonable delays in assessments, decision-making and repairs, poor communications
throughout the life of a claim, and settlement arrangements that do not meet customer and
community needs are areas that ASIC will be monitoring.

Impact of ASX's
CHESS replacement
on Australian markets

The sound and seamless implementation of the replacement of the Clearing House Electronic
Subregister System is fundamental to maintaining investor confidence and the orderly and
efficient operation of Australia's financial markets.

ASIC, in partnership with the Reserve Bank, will continue to focus on ASX’s maintaining
resilience, reliability, and integrity in clearing and settlement operations as the replacement
project progresses and that it appropriately manages associated risks.

Poor-quality climate-
related financial
disclosures leading
to misinformed
investment decisions

High-quality, consistent, and comparable information about reporting entities’ climate-related
risks and opportunities facilitates confident and informed investor decision-making.

As new climate-related financial-reporting obligations are rolled out, reporting entities will need
to ensure that they have appropriate governance and reporting to provide greater transparency
to Australians and investors about climate-related risks and opportunities. ASIC will provide
support through guidance.

ASIC will also continue to scrutinise disclosures where entities mispresent financial products
and investment strategies as environmentally friendly, sustainable, and ethical when they are
not.

Poor audit quality
resulting in declining
market confidence
and misinformed
investment decisions

About 29,000 Australian entities require audits, about 2000 of them listed. The reliability and
quality of audit reports is vital to market integrity and confidence.

In 2025, ASIC has particular concern about auditor independence and conflicts of interest and
will be scrutinising firms’ compliance with relevant legislative requirements.

Banks and lenders
exacerbating
consumer financial
hardship

Banks and lenders’ financial-hardship practices have been clearly shown to be wanting, many
Australians finding it hard to get help, even amid current cost-of-living pressures.
ASIC is monitoring to ensure that banks and lenders, particularly those that have planned

improvements with the commission'’s help, follow through with support for customers
experiencing financial hardship.
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ASIC GUIDES ON
SUSTAINABILITY REPORTING

By Martin Sabanos and Vinay Sheoran, Partners, Hall Chadwick (NSW)

The Australian Information Commissioner has filed civil penalty proceedings in the
Federal Court against Medibank Private Ltd about its October 2022 data breach.

It reflects changes to legislation, Australian
Securities Exchange guidance note 8 Continuous
Disclosure Listing Rules 3.1-3.1B and recent cases,
as well as the recent Report of the independent
review of the changes to the continuous disclosure
laws to the assistant treasurer.

The guide provides practical assistance for
those managing continuous disclosure in listed
companies and is essential reading for company

. . . Surmmary Yeport
officers, directors, and executives. Ak

Listed entities are required to disclose immediately i
information that a reasonable person would expect
to have a material effect on the price or value of
their securities.

It has been the rule for many years and ensures
that markets are fully and equally informed. There
are also obligations that apply to certain non-listed
entities, and it is important to know how and when
these apply.

Unlisted disclosing entities are subject to
continuous-disclosure obligations under section
675 of the Corporations Act. They must ensure that
investors and other stakeholders are kept informed
of material information that could impact their
investment decisions. This requirement aims to
enhance confidence and informed participation by
investors in the unlisted sector.

10
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BUSINESSES CAN’'T SAY IF Al

IS WORTH USING

By Nikki Shen, Partner, Hall Chadwick (WA)

A new report has found that 93 per cent of Australian businesses can't tell if using

artificial intelligence is worthwhile.

While Al adoption is accelerating, a growing divide
is emerging between big organisations and their
smaller and not-for-profit counterparts.

2025 Al Deployment and Governance Survey by
the Governance Institute of Australia has found
uneven adoption, gaps in governance, insufficient
training, and uncertainty about measuring Al's
return on investment as significant barriers to some
organisations' harnessing Al's potential.

A striking 93 per cent of respondents to the survey
said they were unable to measure its return on
investment, and 88 per cent reported difficulties
integrating Al with existing systems.

Key findings included:

m  Nearly 90 per cent of survey respondents
reported Al use

m Lack of training is hindering Al's effectiveness

m  Almost half of respondents had received no Al
training

m  About two-thirds of organisations were yet to
develop Al training programs, and

m Lack of knowledge and poor digital literacy
were the biggest barriers to effective Al rollout.

The Voluntary Al Safety Standard published
by the National Artificial Intelligence Centre -
Commonwealth Department of Industry, Science
and Resources might help organisations develop
and deploy Al systems.

The publication includes:

m Ten voluntary Al guardrails and how to use
them

m  Examples of when to apply guardrails
m  How the standard was developed, and

m The standard’'s foundational concepts and
legal context.

It also provides definitions, links to tools and
resources, and information on how Al interacts
with other business guidance and regulations.
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ACTIVE SUPER FINED $10.5 M
FOR ‘GREENWASHING’

By Clive Massingham and Mark Taylor, Partners, Hall Chadwick (QLD)

The Federal Court has fined Active Super $10.5 million for ‘greenwashing’ after
finding it had invested in securities it claimed were eliminated or restricted by its
environmental, social, and governance screens.

Active Super claimed in its marketing that it
eliminated investments that posed too great a risk
to the environment and the community, including in
gambling, coal mining, and oil-tar sands. Following
the invasion of Ukraine, Active Super also claimed
that Russian investments were ‘out.

The company however held direct and indirect
investments in entities such as SkyCity
Entertainment Group Ltd (gambling), Gazprom
PJSC (Russian), Shell Plc (oil-tar sands) and
Whitehaven Coal.

Justice David O'Callaghan said: ‘It was not
disputed that LGSS's contraventions were serious.
LGSS benefitted from its misleading conduct by
misrepresenting the “ethical” nature of a significant
part of its investments, which on any view enhanced
its ability to attract investors to the Active Super
fund and enhanced its reputation as a provider of
investment funds with ESG characteristics.

'As a result, investors lost the opportunity to invest
in accordance with their investment values.

‘Further, the contravening conduct continued over
an extensive period of time (approximately two
and a half years), the likely causes of it were never
explained, it concerned substantial investments, it
was likely to have led to investors losing confidence
in ESG programs, and the failure by LGSS to have in
place properly functioning systems and processes
designed to ensure that its representations were
not false or misleading was the responsibility of
senior management.

‘Further, when confronted with the allegations by
ASIC, LGSS ran a host of contrived arguments in
its defence at trial!

ASIC deputy chair Sarah Court said: ‘This is a
significant penalty that sends a strong message to
companies making sustainable investment claims
that those claims need to reflect the true position.

‘This case demonstrates ASIC's commitment to
taking on misleading marketing and greenwashing
claims made by companies promoting financial
services. Itis ourthird greenwashing court outcome,
and we will continue to keep greenwashing in our
sights!
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SMALL BUSINESSES NEED TO
BE CLIMATE-READY

By Anthony Travers, Partner Hall Chadwick (NSW)

From 1 January, intentionally underpaying an employee’s wages and entitlements

can be a criminal offence.

The federal government introduced mandatory
sustainability reporting for large businesses and
financial institutions from 1 January.

These new rules require them to disclose annually
information about their financial risks, opportunities,
plans, and strategies associated with climate
change to their investors and lenders.

Many small businesses are connected to larger
businesses, which means that they might need to
consider climate reporting over time.

New obligations do not apply to sole traders and
independent small businesses.

If a business is operated under a company structure,
it is not expected that it will have direct reporting
requirements until 2028, and only if it meets at least
two of the following criteria:

m  For the financial year ending 30 June 2028, the
company has earned $50 million or more

m  Asof 30 June 2028, the company has assets of
$25 million or more, and/or

m  As of 30 June 2028, the company has 100
employees or more.

Businesses meeting two or more of the above criteria
should refer to ASIC's sustainability-reporting
webpage for information about requirements.

Even if the new reporting obligations don't apply
directly, if a business has a customer or supplier
that is a large business or is a financial institution, it

should seek further information.

For example, a large business may need to report
on their energy usage. To fulfill that reporting
obligation, they may ask you for records of your
business's energy use, such as electricity bills, so
they can create a full picture of their own energy
use. However, in many cases, large businesses
will simply use estimates and industry averages of
energy usage instead of asking you for information.

If a small business is asked for information and is
struggling to understand what a supplier needs to
meet its reporting obligations, ASIC suggests that
it:

m Clarifies with the supplier the type of
documents or records needed (for example,
electricity bills), or

m  Askthesupplierifan estimate of the information
is acceptable.

Your Hall Chadwich are help you with the new
reporting requirements.
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ASIC TAKES FIIG SECURITIES TO COURT
OVER CYBERSECURITY FAILURES

By Steven Nguyen, Partner, Hall Chadwick (VIC)

FIIG Securities Ltd has allegedly failed to have adequate cybersecurity measures
for more than four years, according to documents filed by ASIC in the Federal Court.

It resulted in the theft of about 385GB of
confidential data. Some 18,000 clients were notified
that their personal information might have been
compromised.

FIIG provides retail and wholesale investors with
access to fixed-income investments and bond
financing. As an AFS licensee, it plays a key
role in providing custodial and trading services,
maintaining records of client investments, and
holding funds and fixed-income investments on
behalf of its clients.

ASIC alleges that from March 2019 to 8 June 2023,
FIIG failed to take appropriate steps required by
an AFSL to ensure that it had adequate cyber-risk
management systems in place.

FlIG's cybersecurity failures enabled a hacker to
enter its IT network and go undetected from 19 May
to 8 June 2023, resulting in the theft of personal
information and subsequent release of client data
on the dark web.

The stolen data included highly sensitive customer
information, including names, addresses, birth
dates, drivers' licences, passports, bank accounts,
and tax file numbers.

FIIG advised ASIC that it was contacted by the
Australian Signals Directorate's Australian Cyber
Security Centre about a potential cybersecurity
incident on 2 June 2023. FIIG had been unaware of
the incident. The company failed to investigate and
respond to the incident until 8 June 2023.

ASIC chair Joe Longo said: ‘This matter should
serve as a wake-up call to all companies on the
dangers of neglecting your cybersecurity systems.

‘Cybersecurity isn't a set-and-forget matter. All
companies need to proactively and regularly check
the adequacy of their cybersecurity measures and
follow the advice of the ASD'S ACSC.

‘Advancing digital safety and resilience is a
strategic priority for ASIC, and we have been
actively engaging with companies to support the
continuous improvement of cyber and operational
resilience practices.

‘Australian  financial-services licensees  are
required by law to have adequate cybersecurity
risk-management systems in place. We allege
FlIG's inadequate cybersecurity measures left the
business and its confidential client information
vulnerable and exposed to significant risk!

m  ASIC's allegations include FIIG's failure to:

m Have appropriately configured and monitored
firewalls to protect against cyber attacks

m Update and patch software and operating
systems to address security vulnerabilities

m  Provide mandatory training to staff on cyber-
security awareness, and

m Have adequate human, technological, and
financial resources to manage cyber security.

ASIC is seeking declarations of contraventions, civil
penalties, and compliance orders.

Licensee failures to have adequate cybersecurity
protections is an ASIC enforcement priority.

ASIC expects AFS licensees to prioritise and
invest in systems that protect their customers and
maintain integrity in the financial system.
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AFS and Credit Licensees have obligations under
sections 912A(1)(a), (d) and (h) of the Corporations
Act 2001 to do all things necessary to ensure that
financial services are provided efficiently, honestly
and fairly, to have adequate financial, technological,
and human resources, and to have adequate risk-
management systems.

HALL CHADWICK &'

Further ASIC information about cyber security
and cyber resilience may be found in Cyber
resilience good practices, Cyber risk: Be prepared,
Resources on cyber resilience, Key questions for an
organisation’s board of directors.
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LICENCE CANCELLED,
MANAGER BANNED

By Michael Hillgrove, Partner, Hall Chadwick (WA)

ASIC has cancelled the licence of Financial Services Group Australia Pty Ltd and
permanently banned its responsible manager Graham Holmes.

The financial-services licence was cancelled after
ASIC determined that the company had failed to:

m Take reasonable steps to ensure that two of
its representatives provided financial product
advice that was appropriate to the client's
circumstances or in the client's best interests

m Have available adequate financial and human
resources to provide the financial services
covered by the licence and to carry out
supervisory arrangements

m  Maintain the competence to provide the
financial services covered by the licence

m Lodge its financial statements and auditor’s
reports on time

m Lodge breach reports with ASIC, and

m  Comply with a condition on its licence that
required the company to have total assets that
exceeded total liabilities in financial years 2022
and 2023.

ASIC found that Mr Holmes had been involved
in the contravention of a financial services law
by the company. including FSGA's failure to take
reasonable steps to ensure that its representatives
acted in the best interests of clients and gave them
appropriate advice.

ASIC also found that Mr Holmes had accepted to
be the company'’s responsible manager ‘on paper’
only and to receive fees when he knew he was not
fulfilling his duties. ASIC therefore had reason to
believe that Mr Holmes was not a fit and proper
person to participate in the financial-services
industry.

The responsible manager's role is derived from the
obligation in s.912A(1)(e) of the Corporations Act
2001 for AFS licensees to establish and maintain
organisational competence to provide the financial
services offered by the AFS licensee (see RG 105
Licensing: Organisational competence).

Individuals who are nominated by AFS licensees
as responsible managers must have direct
responsibility for significant day-to-day decisions
about the financial services they provide.
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HAMILTON ISLAND OPERATORS

BACK-PAY $28.1M

By Chris Nicoloff, Partner, Hall Chadwick (WA)

To support organisations and anti-fraud professionals, the Association of Certified
Fraud Examiners has released Occupational Fraud 2024: A Report to the Nations.

The companies responsible for the operation of
Hamilton Island in Queensland have back-paid
staff more than $281 million and have signed
an enforceable undertaking with the Fair Work
Ombudsman.

FWO began investigating the wages and
entitlements of the island’s salaried staff in 2020
following requests for assistance.

Most of the underpayments were the result of
the companies’ paying many full-time employees
annual salaries that were less than their minimum
award entitlements, given that many staff often
performed overtime, shift-work, and work attracting
penalty rates.

The most common underpaid entitlements
included overtime rates, weekend and public-
holiday penalty rates, broken-shift allowances, and
annual-leave loading.

Most underpaid workers were covered by the
Hospitality Industry (General) Awards 2010 and
2020. Others were covered by more than 20
different awards.

The companies have back-paid $281 million,
including more than $6 million in interest and
about $500,000 in superannuation, to 2152 current
and former staff who were underpaid between
December 2014 and December 2022.

A further $250,984 and an additional $10,954 in
superannuation is to be paid to 32 employees not
yet found.

The undertaking requires the companies to
quantify and rectify staff underpayments since
December 2014 by 30 June.

They must also make a combined $750,000
contrition payment, $500,000 to be paid to the
Commonwealth Consolidated Revenue Fund
and $250,000 to the not-for-profit Cleaning
Accountability Framework.

‘Businesses paying annual salaries cannot take a
“set-and-forget” approach to paying their workers.
Employers must ensure wages being paid are
sufficient to cover all minimum lawful entitlements
for the hours their employees are actually working;
said Fair Work Ombudsman Anna Booth.

From 1 January, intentionally underpaying an
employee's wages and entitlements can be a
criminal offence, honest mistakes excluded.

The FWO can investigate suspected criminal
underpayment and refer suitable matters for
prosecution. If a person is convicted of a criminal
offence, a court may impose fines, prison time, and
both.

Protections may help businesses avoid criminal
prosecution. They include the Voluntary Small
Business Wage Compliance Code and cooperation
agreements.

CORPORATE ADVISOR SPRING EDITION 2025 | HALL CHADWICK




Appendix ASIC’s enduring focus areas for financial reporting

Area

Consideration

Impairment of non-
financial assets

Goodwill, indefinite useful life intangible assets and intangible assets not yet available for use must be tested for impairment annually.

Entities adversely impacted in the current environment may have new or continuing indicators of impairment that require testing for other
non-financial assets.

The appropriateness of key assumptions supporting the recoverable amount of non-financial assets.

The valuation method used for impairment testing should be appropriate, use reasonable and supportable assumptions, and be cross-checked
for reliability using other relevant methods.

An entity’s market capitalisation will generally not represent an appropriate fair-value estimate for its underlying business but may be useful as
an impairment indicator or in a valuation cross-check. Share prices may reflect transactions of relatively small proportionate interests as part of
an investor's strategy for a share portfolio. Businesses may be sold in illiquid markets with few potential participants. A business acquirer may
seek synergistic benefits or make significant changes to a business.

Values from applying the ratio of market capitalisation to revenue for other entities to the entity's own revenue will generally be more appro-
priately used in valuation cross-checks. Information may be dated and the limitations in using an entity's own market capitalisation may apply.
Other entities must have closely comparable businesses, products, markets, cost structures, funding, and so on.

Disclosure of estimation uncertainties, changing key assumptions, and sensitivity analysis or information on probability-weighted scenarios.

Values of property
assets

Factors that could adversely affect commercial and retail property values should be considered, such as changes in office space requirements
of tenants, on-line shopping trends, future economic or industry impacts on tenants, and the financial condition of tenants.

The lease-accounting requirements and the impairment of lessee right-of-use assets.

Expected credit
losses on loans and
receivables

Whether key assumptions used in determining expected credit losses are reasonable and supportable.

Any need for more reliable and up-to-date information about the circumstances of borrowers and debtors.
Short-term liquidity issues, financial condition and earning capacity of borrowers and debtors.

Ensuring the accuracy of aging of receivables.

Using forward-looking assumptions and not assuming recent debts will all be collectible.

The extent to which past history of credit losses remains relevant in assessing ECLs.

Whether possible future losses have been adequately factored in, using probability-weighted scenarios as necessary.
Disclosure of estimation uncertainties and key assumptions.

ECLs should be a focus for companies in the financial sector. Financial institutions should have particular regard to the impact of current
economic and market conditions and uncertainties on ECLs. This includes assessing whether there are significant increases in credit risk for
particular groups of lenders, the adequacy of data, modeling, controls, and governance in determining ECLs, and disclosing uncertainties and
assumptions.

Financial-asset
classification

Financial assets are appropriately measured at amortised cost, fair value through other comprehensive income or fair value through profit and
loss.

Criteria for using amortised cost include whether both:
. Assets are held in a business model whose objective is to hold the assets to collect contractual cash flows, and

. Contractual terms give rise on specific dates to cash flows that are solely payments of principal and interest on the principal outstanding.

Value of other assets

The net realisable value of inventories, including whether all estimated costs of completion and necessary to make the sale have been consid-
ered in determining net realisable value.

Whether it is probable that deferred tax assets will be realised.

The value of investments in unlisted entities.

Provisions

The need for and adequacy of provisions for matters such as onerous contracts, leased property make-good, mine-site restoration, financial
guarantees given and restructuring.

Subsequent events

Events should be reviewed as to whether they affect assets, liabilities, income or expenses at year-end or relate to new conditions requiring
disclosure.

Disclosure - general
considerations

Directors and preparers should put themselves in the shoes of investors and consider what information investors would want to know.
Disclosures should be specific to the circumstances of the entity and its businesses, assets, financial position, and performance.

Changes from the previous period should be considered and disclosed.

Disclosures in the
financial report

Uncertainties may lead to a wider range of valid judgements on asset values and estimates. The financial report should disclose uncertainties,
changing key assumptions and sensitivities. This will assist investors in understanding the approach taken, understanding potential future
impacts and making comparisons among entities. Entities should also explain where uncertainties have changed since the previous full-year
and half-year financial reports.

The appropriate classification of assets and liabilities between current and non-current categories on the statement of financial position should
be considered. That may have regard to matters such as maturity dates, payment terms, and compliance with debt covenants.

OFR disclosures

These should complement the financial report by clearly explaining how economic and market conditions impact the entity’s businesses,
results, and prospects. The overall picture should be clear, understandable, and supported by information that helps investors grasp the key
factors affecting the entity and its asset value.

The OFR should detail the drivers of financial results, risks, management strategies, and future prospects. Significant factors should be high-
lighted appropriately.

Discuss the most critical business risks, including environmental, social, and governance risks, relevant to the entity's operations and strategies.
Avoid generic risks; instead, provide context, explaining the significance, potential impact, and mitigation measures.

Disclose material risks such as climate change and cybersecurity, as these could significantly affect future prospects.

Non-IFRS financial
information

Any non-IFRS profit measures (i.e. measures not in accordance with all relevant accounting standards) in the OFR or market announcements
should not be presented in a potentially misleading manner (see regulatory guide 230 r Disclosing non-1FRS financial information).

Disclosure in half-year
reports

Disclosure will also be important for half-year financial reports and directors’ reports. Half-year reports should disclose information on signifi-
cant developments and changes in circumstances since the last full-year report.
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Find out how we can help, contact your local office:

DREW TOWNSEND STEWART THOMPSON CLIVE MASSINGHAM ANTHONY TRAVERS
Partner Partner Partner Partner
+61 2 9263 2600 +61 2 9263 2600 +61 7 3212 2500 +61 2 9263 2600
ditownsend@hallchadwick.com.au sthompson@hallchadwick.com.au clive. massingham@hallchadwickgld.com.au atravers@hallchadwick.com.au

NIKKI SHEN VINAY SHEORAN DOUG BELL STEVEN NGUYEN MARTIN SABANOS

Partner Partner Partner Partner Partner
+61 8 9426 0666 +612 9263 2600 +61 8 9426 0666 +61 3 9820 6400 +61 2 9263 2600
nshen@hallchadwickwa.com.au vsheoran@hallchadwick.com.au dbell@hallchadwickwa.com.au snguyen@hallchadwickmelb.com.au  msabanos@hallchadwick.com.au
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Partner Partner Partner Partner
+61 8 9426 0666 +617 3212 2500 +61 8 9426 0666 +61 8 9426 0666
cnicoloff@hallchadwickwa.com.au mark.taylor@hallchadwickgld.com.au mdelaurentis@hallchadwickwa.com.au mhillgrove@hallchadwickwa.com.au
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