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Consumer trust in the health and pharmaceutical sector remains low 
relative to other industries globally. Consumers are concerned about 
highly priced prescription drugs, perceived unethical marketing practices 
and maintenance of data confidentiality. And it’s not just consumer trust 
that an organisation needs to be concerned about. Globally, the tax 
landscape continues to rapidly evolve as the public and tax authorities 
increasingly scrutinise the amount of tax paid by multinationals, 
particularly pharmaceutical companies. The demands of regulators are 
intensifying with an increased focus on taxpayer governance, tax data 
quality and integrity. There are increased expectations from stakeholders 
for organisations to demonstrate that their tax policies and conduct 
aligns with the spirit and intent of the law, and meets the expectations  
of the public. 

In Australia, the Australian Tax Office (ATO) is focused on 
board accountability for Tax and ensuring organisations 
can sufficiently evidence compliance with their tax 
obligations and are paying the right amount of tax on 
economic activities within Australia. By 2020, the ATO 
will have undertaken Justified Trust or Streamlined 
Assurance Reviews across the top 1,100 organisations 
examining their tax governance and risk. The program 
will impact more than two hundred pharmaceutical and 
medical devices companies operating in Australia.

These Justified Trust Reviews will impact the 
organisation’s risk ratings and ATO audit activity, not 
to mention the impact on reputation and increased 
penalties for non-compliance. With this in mind, it is 
interesting to note that:

• Less than 50 per cent of organisations have a 
documented tax policy;

• 90 per cent are not confident in their tax controls; and

• Only 30 per cent have documented tax controls, of 
these only 26 per cent undertake controls testing.

So the good news is, if you are not yet meeting the 
ATO’s standard of ‘Justified Trust’, you are not alone.  

The bad news is, if you are a large organisation, it’s a 
matter of when, not if, the ATO asks you to establish 
‘Justified Trust’.

Questions to consider
• Are you ready to respond to the ATO’s Justified  

Trust Review?

• Do you have a tax risk governance and management 
framework in place? Is it endorsed by your Board  
in Australia?

• Have you conducted a gap analysis to identify 
differences between what you are doing and what 
the ATO expects from you?

• Have you developed an action plan and identified 
compensating controls?

• Have you undertaken a self-assessment test to 
obtain evidence of controls operating effectively?

• To what extent are you comfortable you will be 
able to respond adequately to the ATO, and are you 
prepared to issue and discuss the ATO’s findings  
to your Board? 

Justified Trust and Tax Governance
Forget about Consumer Trust, can you ‘Justify Trust’  
in your Tax Governance?



KPMG.com.au

The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any particular individual or entity. It is 
provided for information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as advice and is not intended to influence a person in making a 
decision, including, if applicable, in relation to any financial product or an interest in a financial product. Although we endeavour to provide accurate and timely information, there can be 
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate 
professional advice after a thorough examination of the particular situation.

To the extent permissible by law, KPMG and its associated entities shall not be liable for any errors, omissions, defects or misrepresentations in the information or for any loss or damage 
suffered by persons who use or rely on such information (including for reasons of negligence, negligent misstatement or otherwise).

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), 
a Swiss entity. All rights reserved. 

The KPMG name and logo are registered trademarks or trademarks of KPMG International. 

Liability limited by a scheme approved under Professional Standards Legislation. 

August 2018. VIC N16640LOBS

Contacts
Paul Baker
Director, Deals Tax Legal
T: +61 2 9335 8083 
E: pbaker2@kpmg.com.au

Philip Beswick
Director, Tax Transformation  
& Governance
+61 2 9455 9569 
pbeswick@kpmg.com.au

Kelly Chong
Director, Tax Advisory Services
T: +61 2 9335 8404 
E: kellychong@kpmg.com.au

How KPMG can help
Automated performance gap analysis 
• KPMG has developed Tax Control Room, a market 

leading cloud-based solution providing a consistent 
and systematic framework enabling organisations to 
assess their entire tax operating model across seven 
key performance drivers. 

• Tax Control Room deploys an online rapid self-
assessment questionnaire for executives to 
understand current practices for Tax performance and 
governance maturity. 

Tailored governance action plans 
• Utilising the outputs of the questionnaire, Tax Control  

Room automatically produces current state maturity 
matrix scores across the four board and nine 
management controls. 

• An automated gap analysis is generated, along with 
a comprehensive list of compensating controls and 
recommended action plans for each control enabling 
you to instantly understand performance and gaps 
against best practices, including benchmarking 
against more than one hundred peers, as well as the 
ATO Justified Trust and OECD standards. 

Driving value through tax
• KPMG will work with you to prepare and facilitate 

a multi-functional workshop bringing expertise 
from across our Tax Transformation and Advisory 
teams. The team will work with key stakeholders to 
examine, validate and analyse the results and gaps to 
best practice and ATO’s suggested better practices.

• The workshop takes a Lean Six Sigma approach 
utilising the interactive visualisations within Tax 
Control Room to prioritise actions and recommend 
implementation plans to better meet the needs of 
the ATO and drive improved performance of your  
tax function.

• This is an iterative process. You can access Tax 
Control Room on an ongoing basis to complete 
the self-assessment questionnaire once improved 
controls across board and management teams have 
been implemented. This allows you to re-evaluate 
in readiness for an ATO review and to continually 
measure tax performance against your strategic goals. 

Flexibility with no surprises 
• Tax Control Room is an annual fee subscription 

based solution, plus a fixed fee for the tailored 
workshop. The combined package provides you with 
a management endorsed gap analysis and action 
plan to achieve alignment to the ATO standards and 
a validated assessment of compensating controls, 
ready for the ATO’s information requests as part of 
Justified Trust Assurance Review.
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