Balingup

W.A.

                                                                                     24-FEB-04

To whom it may concern,

               I was recently handed a newspaper clipping stating that the Federal Government was investigating why over 1 million Australians were living overseas.

Submissions are due by 27th Feb, so I hope this letter finds the relevant authority by then.

    The reasons why I personally will be leaving Australia in the near future are as follows;

Over the last 10 years, an increase in direct at source deductions, of my income, of 27%.

Personal situation.

         I am a single male and work on a contract basis. In 1993 I paid 20% of my income, via my agent, as tax at source. I then submitted my tax return at the end of the year, and any extra tax was paid at that time. 

         This was a good arrangement for me, as it meant that I had some money in my pocket, to invest, or do something else that would benefit myself, and possibly others in the long term.

        In 1994 I bought a large piece of land, part of which has been left as a wildlife reserve, and part of which I planted with long term development trees. Things like nut trees (10 years before production starts), and cork barked oak trees (25 years) for the fledgling wine industry in W.A. I also put in 6 dams and planted over 24,000 native trees.

I planted for long-term development, as almost all fast return crops had gone boom/bust over 2-3 years, as everyone tried to cash in on a good return crop. This floods the market with the same crop and the effective result is a price crash. The outcome of this scenario is that all involved lose money. Look at your wine industry – it’s in trouble. Examples of crops that failed in the past are kiwi fruit, and chestnuts, and possibly olives in the future.

        Also in 1994 (two months after I made my investment) the government introduced the Superannuation Guarantee Levy. A completely misnamed burden on society if ever there was one.

       Basically it started with a 4%, off the top of my weekly income; levy to be paid into an approved superannuation fund. This was to rise on a regular basis, and at present it is 9% off my income. 

An anomaly of this system is that, although I supply the money, off the top of my income, my agent pays it into my fund, so it is classed as employer’s contributions.

I want to see that changed so that it is acknowledged that the agent pays nothing, and I pay the full amount of the contribution.

The introduction of new tax rules in 2000 / 2001 saw my taxes increase to 36-37%, plus the 9% super levy, sees a total at source deduction of 47-48%. On top of that there is 10% GST tax on everything else that I need to buy. I am treated as an employee of an agent; when I do not, in fact, qualify as an employee, under your own tax rulings. I believe Mr Howard said, when introducing the new tax system, that nobody would be worse off under this new system. You appear to have ‘made an incorrect statement’ Mr Howard.

    As you can imagine now that I pay over 50% of my income in tax, I cannot continue to develop the nut farm / wild life reserve in any way whatsoever – I cannot save any money to do anything. I cannot afford to take time off, to work on the farm as I used to. My original plans called for me to only be working 6-8 months a year by now, but those plans have had to be changed.

    In addition another ruling was added while GST was being enforced.

    This other ruling stated that any business (farms included) that did not make $20,000.00 a year, (+ GST) could not claim any of the expenses from the tax paid,

in that tax year. In short this stopped all further farming development on small farms, and has seriously hampered the businesses of the farming suppliers in rural areas. The tax dept is holding money claimed, by small businesses, until they comply with this ruling. This has also contributed to the bankruptcy rate among small farms and businesses all over Australia. This ruling was implemented in a time of drought, but never mentioned in any of the media articles I saw, regarding the changes in taxation rulings. The media was too busy chasing information on GST, as orchestrated by the government. We have all seen farm aid programs being implemented in the last couple of years, most of which were caused by these ridiculous rulings, which only compounded the drought problem.

The superannuation system you have forced us all to be a part of, is quite frankly, the biggest joke going.

I’ll give you my case figures, as they are the only actual figures I have. I do know from speaking to my colleagues that many of them are in a similar position.

    Since the start of the SGL scheme in 1994, I have been forced to contribute, at the time of writing this letter, $78,400.00 approx. This goes into a fund, from which the tax dept deducts another 15% tax. Currently as I am paying 9% of my income in super, an additional tax is imposed, as a penalty for earning a decent income.

The worst part is that my super fund now, after 10 years of contributions, contains the princely sum of $35,800.00. I think you’ll agree that this is a pathetic return on a scheme that the government force us to partake in, but allows the companies, it has approved, to plunder the funds to suit themselves. 

       What really annoys me on the superannuation issue is that the government employees do not have to contribute anything to their super funds. Also as a commonwealth employee these funds are guaranteed, by the government, to at least increase each year, in accordance with the CPI index. Why can’t you do that for the private sector as well?

Perhaps someone in Government would like to explain to me just what is being guaranteed – a pension for me, or a guaranteed stream of money into insurance / superannuation company coffers.

When you introduced this scheme, I wrote to my local MP. I asked him to supply a list of all MP’s involved in instigating this ruling, and what interests they had in superannuation and insurance companies. Needless to say, for some strange reason, I did not receive a reply.

I hold you, the government responsible for that loss, and I believe I should be able to claim any losses in superannuation, off my tax bill, spread over the next few years until I have recovered the loss. Either that, or when we retire, any shortfall, between payments in, and money out, should be made up by the Government. There should also be an additional figure, for interest on the total amount of contributions, over the payment period in question. 

Of course I don’t really expect the Government to do anything about the situation it has created, after all, the same rules do not apply to them. They are guaranteed a huge super payout, and pension plan, far in excess of anything the rest of the population can expect to be entitled to.

Not only do you tax us highly, at source, tax us on enforced super contributions, and tax us on anything we buy with the 50% of money we have left, but you also tax anyone with a pension from overseas at 50%. You class that as overseas earnings, what a load of absolute rubbish. These pensioners have worked hard in other countries. Paid their taxes and earned a pension, and you tax money that has nothing to do with you, at a ridiculous rate, making life unnecessarily hard for them. You are getting 10% of everything they spend through GST, so why not just let them spend the lot and have a happy retirement. 

        I have just learned of another rip off by the tax dept. I have a friend who is retired. She has an investment, which pays her an annuity each week, which is her income. Last year the investment lost over $8000.00, so consequently her weekly income was reduced. She was not allowed to claim the loss off her taxable income for the year. This year her reduced investment made $4000.00 profit. She has to declare this, and pay tax on it, even though her investment is still $4000.00 below the original deposit. This situation is disgraceful.

        Part of this committees job is to recommend ways of enticing people back to Australia. One ruling you may wish to recommend changing is the overseas income policy. At the moment if I am offered an overseas position, I must stay out of the country for at least 1 full Australian tax year.

        The reason for this is as follows:

If I work 6 months here, and then go overseas for the remaining 6 months, then I will be slugged for extra Australian tax. Even though I will have paid all taxes due in the overseas country, the Tax dept here will add all of my before tax income for the year together (Australian earnings + overseas earnings). This puts my taxable income for the year into the highest tax bracket. They ten tax ALL of my Australian earnings at 48.5%, and I have to pay the difference between that amount and the tax I have already paid here. I get absolutely no allowances, or threshold allowances. In short we get penalised, for going to work away. My job requires that I do that sometimes, and I resent being penalised for simply doing my job.  I suggest that the Tax dept is requested to change the rules, and only tax people on money earned here, and allow us our normal threshold allowances. This will allow people to come and go as req’d, by the work we do, and not have to stay out of this country so we are not penalised by the tax rules.

      I personally, always try to look on the positive side of life and try to correct problems, that I encounter. That is the nature of my work. 

Therefore I do have some suggestions you may wish to consider, which may help to remedy the situation in the future.

         I have worked in many countries around the world, and these are a few of the positive sides I have learned from other taxation systems.

Singapore

In Singapore the total deductions at source is 27%. The first 20% being superannuation, and the remaining 7% being tax. The superannuation is put into a government fund, in the individual’s name. This money will be the individual’s retirement fund, but can also be withdrawn if the individual wishes to buy a home in Singapore. The fund is government run and guaranteed to make a profit each year at least to CPI rates.

This also gives the government access to a huge money fund, which is why Singapore does so well with its development.

Canada

Tax rates are between 15% and 25%. Medical levy and superannuation are paid as approx 1.5% of before tax income for each fund. However, there is a limit to the amount each person has to contribute to each fund. As each person is entitled to the same medical system and pension, then the contributions should be the same, regardless of whether you earn more, by working harder. This means that there is actually an incentive to work, as once your super and medical contributions are met, you have more money in your pocket.

Britain

The tax rate is a lot lower than here and the thresholds a lot higher. Pension contributions are taken care of in your National Insurance stamp. The total level of deductions is around 30% of yearly income. In addition, as a contractor it is acknowledged, that I would work at different locations at different times, and travel allowances are still allowed, as are living away allowances. All told most of the contractors I know in England pay approximately 15 to 20% tax, plus their travel and living away costs.

{Here I have to pay 48% deduction at source, pay to travel and live away from home, none of which is claimable anymore. (I live 300 kms away from my current contract work location, and have to pay for accommodation Monday to Thursday nights – which is no longer claimable).}

Brunei

Income tax is 0%, but you pay for all services you use, at a higher rate than anywhere else I have been. Cost of living is higher, but at the end of the day, you still have a reasonable amount of money left for saving.

                                                 _____________________________

One of my main gripes about the system here in Australia, is that any foreign person, or company, can come here, and buy property, or start a business. You even give them special status into the country, and assistance to start up a business. They are then allowed to move all the income offshore, thus avoiding paying local taxes.

We are constantly referred to as being part of Asia. So why not apply the same rules that Asian countries do, in regard to foreign ownership. That is that all businesses must be owned, at least 51% by a local citizen, and all tax due must be paid in this country. I do not know of any Asian country where an Australian can go and buy property outright. Please don’t misunderstand me, I have nothing against Asian people, the same rulings also applies in many other countries around the world.

This is why our taxes are so high – the average worker is expected to pay for all our state governments, and the Commonwealth / Federal governments, while large companies walk away with the bulk of the money.

Why do we need state governments these days anyway? I can see that 200 years ago, when communication was slow, each state needed a centre of control that could implement rulings and apply them quickly. Those days have long gone however.

Why not just have one Government. Communication by phone, fax, email etc is very easy these days. The savings in the amount of money each of these state governments is costing, such a small population, must be a huge percentage of the revenue collected, through taxation.

     Stamp duty is another issue, and also BAD tax.

BAD tax, was supposed to be stopped after the implementation of GST. It is still in operation, yet another ‘incorrect statement’, from our leader Mr Howard.

     The ‘First home buyers grant’ is another scheme that the government brought in to make themselves look good. I suggest the population of Australia looks at just what else was implemented at the same time. Stamp duty, on house and car sales, has risen dramatically over the last few years. 

So, basically, the grant given with one hand, was snatched back with the other as an increased fee. Actually, it’s not a fee, it’s a tax. A fee is a fixed amount and a tax is applied on a percentage basis. Stamp duty is therefore an additional tax.

Stamp duty should be a fixed fee, of about $100.00 max to cover the cost of employing the record keeping personnel.

The negative effect of the “First homebuyers grant” has been to push up the price of houses, as people selling know extra money will be available, and the buyer knows they will have the minimum deposit. I despair for young people these days, as to try and get into the housing market will kill them financially.

I’m afraid all I’ve learned from my 24 years in Australia, is that all political plans are based on short term gain. This is because politicians will possibly only be in power for 4 years. There seems to be no long term plan, which will have beneficial affects for the population. Unfortuneately I’ve also had all my trust, in government, destroyed by many of the policies implemented in the last 24 years, and increasingly so, in the last 5 years. Politicians do not seem to have the ability to think what the long term effects of their policies will be.

    I’ll give you another personal example, this time of an environmental policy, that I believe has also gone wrong. Australia has a problem with rising water tables, caused by widespread clearing of trees, for farming purposes. Most people know that, and most people acknowledge that something needed to be done.

    The solution was to plant more trees back into the worst affected areas. Sounds simple doesn’t it. Tasmanian Bluegum trees have become the tree of choice, as they

grow quickly and soak up lots of water. However, the majority of bluegum plantations have not been planted in salt affected areas. They are planted in areas of high rainfall. These areas don’t really have much of a salt problem, but the trees grow faster, and give a faster return for the investors. They are also planted much denser than the natural bushland, which means that they lower the water table. This lowering of the water table is now starting to affect the natural bush land. Shallower rooted trees are staring to show signs of strees, and some are dying off.

    Lowering of the water table also has another affect – streams stop flowing and ponds and dams dry up. This then affects the natural fauna in these areas, as they die off, or move due to lack of water.

   When I bought my land, I built 6 dams, into a boggy area fed by a natural spring, which had always flowed. This area also had a stream that flowed for 11 months of the year. I built the dams in summer, when the ground was stable enough to support the machine doing the digging. At the driest time of the year the water in the dams was approx 2.5 metres deep, with about 0.5 metres of water req’d to overflow level. Since then the farmers on adjoining properties have sold off all their cows and sheep, and had the land planted with Bluegums, under lease agreements. This was a very good deal for them, as it provided a better income, an easier lifestyle, and lowered their outgoings.

        The effects of all these bluegums, planted on the hills around my land, is now easily apparent. The spring is dry for 8 months of the year. The stream only flows for 6 months. The dams are dry, except for the lowest 2 dams, which still contain about 300mm of water. This is a visible lowering of the water table of over 2 metres in 8 years. There is another 7 years to go before the bluegums are harvested. When harvesting is complete, the stumps will either be left to regrow, or poisoned, to kill them off. No prizes for guessing where the poison will end up once the winter rains arrive.

SUMMARY

         In general the last 10 years has seen Australia change from a country where hard work was rewarded with a good standard of living, to one where I am actually penalised for working hard. I cannot save any money; therefore I cannot plan to invest for my own future. The government, via super funds, on which I have no control at all, now controls my future. There is also no guarantee that I will actually get any money back from these schemes.

    All the schemes implemented by the government in the last 10 years, seem to have been very poorly thought out, as to the long term effects, and most of the policies appear to only be of benefit to a small percentage of the population.

         I personally think the government has asked the wrong question, in the newspaper article.

         They should have asked, why is anybody, in the private sector, bothering to stay in Australia?

     On a person note, I have just had my properties valued, and will be selling up shortly. I’m not sure exactly where I’ll be going, but I am positive I won’t be staying, at least not unless there are some drastic changes implemented in the next 6 months. 

  I’m afraid leaving is the only way I can get out of paying superannuation, and if I renounce my citizenship, I should be able to get about 80% of my super fund out of the country. I need to do this or it will be whittled away by fees if I stop contributing towards it.

              I do have another positive that has arisen out of this scenario. I have come up with a new word. The word is TUACLOT (chewaclot), and is comprised of the first letters of the following sentence. Total Utter And Complete Lack Of Trust. This appears to be easily applied to almost any statement made by most of our members of parliament. It does not apply to all the statements coming out of parliament, as there are still a few people in there with our best interests at heart, at least I hope there is.

Yours,

For not much longer

John McCullagh

Footnote:

I knew there would be a reason for this letter being left to the last day.

Last night Mr Costello made a statement that, changes in the Super policies would be implemented  immediately. These changes have removed the enforced retirement age of 65, allowing us to work longer, and to take part of our super per week. 

      All he has done is exactly what England did 6 months ago. He has removed the retirement age, so that nobody in effect can retire. If you cannot retire, you do not qualify for a pension, as there is no longer a pension available. He is forcing us now to work until we die. I don’t know about you but I have been contributing to my pension here for the last 24 years, through my taxes, and I want to receive it.

      The other effect of this will be to keep older people in work. This means that young people coming into the workforce will have to wait even longer for a position to become available. The long term effect of this means an old age working population supporting a larger population of young people on the dole.

      Yet another badly conceived short term plan, to a pressing political problem.

