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Australia

Dear Sir/Madam,

This submission is in response to the invitation for public comment as part of the Committee's Inquiry into Australian Expatriates.

I am an Australian currently working in Asia (Hong Kong at present) with a large mult-national company.  

I moved to Asia in order to broaden the scope and potential of my career.  My intention is to ultimately return to Australia.  I expect this will be after at least 5 years in Asia and then potentially Europe, and I will bring back with me an enhanced skill set which will be of benefit to me and employers in Australia.

In order for Australia to succeed and be globally significant in this time of world globalisation, it is extremely important that Australia:

* attract foreign talent;

* attract Australian talent offshore to return to Australia.

The Australian taxation system acts as a serious impediment to both of these objectives.  It is not enough that "Australia is a nice place to live with good beaches".  The taxation system must also be regionally competitive so as to not discourage talent from Australia.

Significant issues with the Australian taxation system which act as a serious impediment to attracting talent from offshore include:

1.  Personal Tax rates - whilst the corporate tax rate of 30% is both regionally and globally competitive, the personal tax rates are not.  

The top personal tax rates in Australia are the highest in the Asia Pacific region, and one of the highest in the world.  Executives, or companies where tax equalisation is in place, simply are not prepared to pay these rates of tax.

The top rate of tax should be reduced to 30%, in line with the corporate tax rate.  Whilst countries such as Singapore and Hong Kong would remain more competive with top rates of 20% and 16% respectively, the difference should be sufficiently closed to material diminish this impediment.

2.  Employee share plans - Most organisations offer employee share plans to their key staff.  Such plans generally are subject to a deferred vesting schedule of up to 5 years, in order to retain key staff.

The consequence of this is that in many instances where an employee who has been granted shares or options in respect of their employment with the organisation in one country, relocates to Australia before the vesting date, they will be subject to tax at 48.5% in Australia on the full value of the stock (less any amount paid by them).

This is clearly inequitable and is a serious impediment to anyone accepting a relocation to or back to Australia.

Singapore has dealt with this issue by amending the law to make it clear an employee is only subject to tax in Singapore on the value of stock granted to them in respect of their employment in Singapore (refer IRAS Circular "CHANGES TO TAX TREATMENT OF EMPLOYEE STOCK OPTIONS AND OTHER FORMS OF EMPLOYEE SHARE OWNERSHIP PLANS" dated 31 August 2002 and revised on 27 December 2002).

Australia should adopt a similar position to that taken by Singapore.

3.  Days Apportionment for new residents - In order to attract senior management to regional roles located in their countries, both Singapore and Hong Kong offer a "days in days out" concession, whereby the individual is only taxed on the portion of his/her income attributable to the time actually spent in Singapore or Hong Kong respectively.

Australia would benefit from offering a similar benefit, in that regional management would be more attracted to headquartering themselves in Australia (subject to 1 and 2 above).

Yours faithfully

David Early
