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Foreword

In this month’s edition we consider the results of the KPMG 2023 CEO Outlook, with the
hot topics being disruptive technology, talent and ESG, which is not unexpected given
global trends. We run through the 2023 Supplementary Budget which is driven by better-
than-expected tax revenues, and we have updates on IRC's new GST and credit transfers
forms and processes.

KPMG in PNG has dedicated in-house locally based specialists in all of the following
areas: cybersecurity and technology advisory, internal audit/risk, visa migration, corporate
finance, management consulting, fraud investigation as well as tax, audit readiness,
financial statement preparation, payroll services and assurance. As such we are well placed to provide a
truly multi-disciplined approach to business advisory.

Enjoy the read this month and reach out with any enquiries at kmcentee@kpmg.com.au if you would like
to see KPMG cover specific topics in future editions.

Ces

KPMG 2023 CEO Outlook

The 9th edition of the KPMG CEO Outlook, conducted with 1,325 CEOs between 15 August and 15
September 2023, provides unique insight into the mindset, strategies and planning tactics of CEOs. All
respondents have annual revenues over US$500M and one-third of the companies surveyed have more
than US$10B in annual revenue. The survey included leaders from 11 markets (Australia, Canada, China,
France, Germany, India, Italy, Japan, Spain, UK and US) and 11 key industry sectors (asset management,
automotive, banking, consumer and retail, energy, infrastructure, insurance, life sciences, manufacturing,
technology, and telecommunications).

Confidence in the global economy remains broadly unchanged year over year, surpassing pre-pandemic
levels of confidence. Almost three in four global CEOs (73 percent) are confident about the economy over
the next three years, compared to 71 percent last year. It reflects a clear resilience and a collective focus
to get the world back on a sustainable, long-term growth trajectory. However, CEOs’ confidence in their
own company’s growth prospects are at a three-year low; at the start of 2020, 85 percent of CEOs were
confident in their company’s growth prospects, compared to 77 percent this year.

CEO confidence in growth prospects for the global economy over the next
three years
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This is accompanied by a significant shift in what CEOs view as risks to growth for their business. CEOs
now rank geopolitics and political uncertainty as the greatest risk to the growth of their business — be it
navigating a company’s presence in a conflict zone or attempting to navigate disrupted supply chains and
manage price fluctuations. This shift indicates CEOs have come to grips with the fact that geopolitical risk
is not only a short-term consideration. In a geopolitically fragmented world, CEOs often become de facto
political players. Their approach should elevate politics on the boardroom agenda while also creating a
strategy around geopolitical risk that includes specialized insights, scenario planning and stress testing.

Risks to growth over the next three years
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CEOs face shorter-term barriers to delivering growth over the next 12 months. For example, more than
three in four (77 percent) say that rising interest rates and tightening monetary policies could prolong any
potential or current recessions, while over the next three years, 77 percent believe cost-of-living pressures
will negatively impact their organization’s prosperity.

As CEOs navigate and respond to these challenges, they recognize that demonstrating personal integrity
is key to building trust, with a majority (71 percent) saying they are prepared to divest a profitable part of
their business if it was damaging their reputation. As geopolitics rise on boardroom agendas, 61 percent
of CEOs say they would take a public stance on a politically or socially contentious issue, despite board
concerns.

Disruptive technology — generative Al

Generative Al is an increasingly hot topic in boardrooms, with leaders looking to better understand its
potential and how to implement this technology in their business strategies. The challenge is spending the
money in the right places and having the right skills to fully exploit the opportunities it presents.

Artificial intelligence (Al) is transforming nearly every field of human endeavor and is embedded in more
and more aspects of everyday life, businesses and society. As tools like Bard and ChatGPT have gained
prominence, global CEOs increasingly recognize generative Al's seemingly limitless potential and are
keeping their foot on the gas in terms of their investment and exploration of the technology.

Global CEOs are making generative Al a top investment priority. The survey shows that 70 percent are
investing heavily in generative Al as their competitive edge for the future, with most (52 percent) expecting
to see a return on their investment in three to five years. In fact, increased profitability was cited as the
number one benefit of implementing generative Al within an organization (22 percent).

According to our recent KPMG global tech report, 55 percent of organizations said progress toward
automation has been delayed because of their concerns about how Al systems make decisions.

Despite a willingness to push forward with their investments, global CEOs recognize that emerging
technologies can introduce risks that should be addressed. Fifty-seven percent cite ethical challenges as
the top concern when it comes to implementing generative Al, followed closely by a lack of regulation. As
scrutiny and regulation of Al increases, organizations may need policies and practices they can articulate
and apply with confidence.

CEOs are also grappling with how Al technologies have heightened cyber security risks. Despite how Al
may help detect cyber attacks, 82 percent believe it could also bring about new dangers by providing new
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attack strategies for adversaries. And even with all the attention that has been placed on cyber security in
the past few years, more than a quarter (27 percent) of CEOs still are not prepared for a possible cyber
attack (up from 24 percent last year) while more than half (53 percent) say they are.

It is essential for CEOs to lead from the front, ensuring their organizations adopt responsible, robust Al
frameworks and focus on safeguarding and governance.

CEOs perspective on generative Al
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Talent

This year’s challenging global landscape underscores the pressures CEOs feel to make decisions on a
variety of critical issues — and they impact how CEOs plan to support and attract talent over the next three
years.

Notably, global CEOs are steadfast in signaling their support of pre-pandemic ways of working, with a
majority (64 percent) anticipating a full return to office is only three years away. This remains consistent
with their views in the 2022 CEO Outlook. What's more, 87 percent of CEOs say they are likely to reward
employees who make an effort to come into the office with favorable assignments, raises or promotions.

This sentiment underscores the persistence of traditional office-centric thinking among CEOs. It comes
against a backdrop of the debate surrounding hybrid working, which has had a largely positive impact on
productivity over the past three years and has strong employee support, particularly among the younger
generation of workers. As organizations continue to roll out their return-to-office plans, it is crucial that
leaders take a long-term view that embraces the employee value proposition and encompasses the
considerations and needs of employees to ensure that talent is nurtured and supported.

While there is broad alignment on the importance of inclusion, diversity and equity (IDE), there continues
to be concern around the pace of progress. Two-thirds of global CEOs (66 percent) maintain that progress
on inclusion and diversity has moved too slowly in the business world and a strong majority (72 percent)
say that achieving diversity in workplaces requires implementing a change across the senior leadership
level.

CEQs’ views on return to office
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ESG

ESG is increasingly being recognized by CEOs for what it is: an indispensable part of their corporate
strategy that helps ensure their business is resilient and can deliver long-term growth — even when faced
with numerous geopolitical and economic challenges.

Despite a polarizing debate surrounding the term ESG, CEOs recognize that it remains an integral part of
their business operations and corporate strategies — and are taking a more outcomes-based approach.
More than two-thirds (69 percent) of global CEOs have fully embedded ESG into their business as a means
to create value. It is also important to note that 35 percent of CEOs say they have changed the language
they use to refer to ESG both internally and externally, reflecting a shift in the dialogue about ESG and
signaling a trend toward prioritizing the areas that make the most sense for their organizations.

While global CEOs believe they are still a few years away from seeing a return on their ESG investments,
they recognize the importance it has with their customers and on their brand. Nearly a quarter (24 percent)
believe that, over the next three years, ESG will have the greatest impact on their customer relationships,
and a further 16 percent believe it will help build their brand reputation.

Global CEOs are keenly attuned to new regulations and shifting politics when it comes to ESG. Despite
this, 68 percent indicate that their current ESG progress is not strong enough to withstand potential scrutiny
from stakeholders or shareholders. The difficulty in balancing progress with business growth is further
supported in our ESG Assurance Maturity Index, where more than half of senior executives that consider
themselves ready for ESG assurance said it was a challenge to balance assurance goals with the profit
expectations of shareholders.

CEOs' perspectives on ESG
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Exploring opportunities for growth

Technology Talent ESG

= Position ESG as a driver for

* Embrace generative Al in a way
that is ethical, makes the most
sense for your business and
keeps the needs of your
employees and clients at the
forefront.

Stay up to date with cyber-
attack strategies so you and
your employees do not expose
the business to risk.

+ Take a long-term view when it
comes to employees’ desire for
hybrid or remote working to
ensure that talent is nurtured
and supported.

Set the tone at the top. Senior
leadership should make IDE a
stated priority, set real targets,
fund initiatives and appoint
management to lead programs
with clear accountability.

value creation when it comes to
business growth, rather than as
arisk to be managed. New
avenues open when ESG is
considered in the growth
conversation.

Stay attuned to shifting ESG
regulations to help maintain
your business's brand
reputation and client
relationships.

Focus ESG investments on
areas in line with your valuas
and those of the business.
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2023 Supplementary Budget

The Minister for Treasury this month handed down the 2023 Supplementary Budget. The Minister stated
that the IMF and the World Bank agree that growth this year is expected to be 4.6% in real terms. This
follows on from 4.8% in 2021 and 4.6% in 2022 which would mean the strongest three-year economic
growth since the peak of the PNG LNG construction period. The IMF estimates growth to continue at 4.6%
in 2024.

On the back of this growth, tax revenues have been strong and are estimated to be K1,431m higher than
budget. Company taxes are up by K646m reflecting an increase in business profitability while personal
income tax up by K350m reflecting employment growth and higher salaries. Customs revenues are also
expected to be K183m higher than expected at MYEFO. The new Non-Tax Revenue Administration Act is
expected to sweep an extra K200m in revenues on top of the original estimate of K459m — the Minister
observed that fundamental budget principles require all forms of Government revenues to come into a
central account with the Government deciding the relevant priorities. The Minister acknowledged
uncertainty around the actual dividend payments to be received but advised a conservative approach was
taken. Overall, an estimated K821m extra revenue is expected to be available to allocate against
expenditures.

In terms of spending, the Government will focus on its budget priorities including:

e Increasing support for law and order and more funding for police and judges
e Increasing support for education and health including more funding for teachers and nurses and
e A household assistance package to help struggling families with cost-of-living pressures

It will also be necessary to budget for an increase in global interest rates with an extra K273m estimated
to be needed to meet interest rate cost pressures. Government will top up funding for rentals and utility
payments to avoid lockouts and unpaid bills, but it will also address contracts with what they perceive as
overly burdensome commitments such as high annual rental increases. Finally, Government will direct
some of the additional revenues to cover government arrears owed to SMEs and other businesses.

In the context of higher commaodity prices the Budget deficit is expected to reduce by K50m to K4,935m
with the hope of reducing it by K1b in 2024. As domestic interest rates fall, Government wishes to finance
the deficit through domestic rather than international financing to minimise the cost of the deficit, and to
give increased flexibility.

IRC matters

GST returns

IRC issued two notices last week advising of changes to the GST returns and to the credit transfer forms.
The current Goods and Services Tax (GST) G1 form has been updated and replaced. The new form is to
be used from 1 January 2024 when lodging returns. The new form provides updated instructions to
taxpayers on how to complete the form when lodging their GST returns. The new G1 form may be
downloaded from the My IRC website along with the supplier listing which is to be completed and attached
to the form at lodgement. The form is to be completed on an invoice (accruals) basis unless you have
written permission from the Internal Revenue Commission (IRC) to lodge on a cash basis.

Credit transfers

The transfer request (CR1) and refund request (CR2) forms have been replaced by the CR (Credit Request)
Form. The new form is to be used for both offset and refund requests of taxes. The form is available on
the MYIRC website and is to be used from 1 January 2024 when applying for a refund or transfer of Tax
credit. When completing the form, tick the transfer or refund box. You may also tick both boxes if you are
transferring credits and requesting a refund for the balance of the credit or requesting a refund for another
period. There are additional requirements when lodging a credit request for Goods and Services Tax
(GST). These requests may only be lodged at:

1. The regional or Provincial enquiry counters;
2. The Enquiry counter at the Head Office in downtown Port Moresby;
3. By mail addressed to



a. Attention: Director GST Returns Review, Refunds and Offsets
b. PO Box 777 Port Moresby NCD, or;
4. By email sent to GST_Refund_Review gst refund review@irc.gov.pg

The sales and supplier lists for each GST period in credit that a refund is requested are to be attached to
the request. Where a GST credit is to be transferred to a GST liability, then, the sales and supplier lists for
the credit and debit periods must be attached. Credit Requests will not be accepted if they are lodged
outside of the four locations above or if the required lists are not attached.

Section 65A transfers

Where taxpayers have had Section 65A deductions made from their sales income by, for example, certain
designated government departments, the IRC have advised that the taxpayer should pay the full GST
amount due, disregarding any Section 65A credit deducted during the period. When IRC eventually
process the Section 65A credit, they will allocate it to the period in which they have approved it, rather than
the period it actually relates to. It appears therefore that additional administrative requirements will arise
in order to obtain the benefit of the credit.

Our social media presence

As usual, you may access our regular multi-disciplined thought leadership pieces, newsletters, and updates
on our KPMG PNG LinkedIn page. Also, connect via our webpage www.kpmg.com.pg.and Facebook
https://www.facebook.com/pngkpmg/.
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