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What's fair?



What'’s fair?
The concept

Something that is just or appropriate in the circumstances.

...it is not merely of some importance but is of fundamental importance that
. R v Sussex
Justices, Ex parte McCarthy

Publicity is justly commended as a remedy for social and industrial diseases.
; electric light the most efficient policeman. Louis Brandeis

...rules are constructs that are meant to serve a social function whereas the
objective behind them serves a higher purpose: . Sharma



What'’s fair?
The perception

'A fiscal termite eating away at the foundations of our corporate tax Paradise Papers leak reveals secrets of the world elite's hidden wealth
system'

POLITICAL NEWS Wayne Swan has launched another extraordinary attack on
the mining giant, labelling it Australia's "worst tax dodger™.

e Nov 5, 2017 ... Files from offshore law firm show financial dealings

of the Queen, big multinationals and members of Donald Trump's
cabinet.

Multinationals still don't pay 'fair share' in tax Tax avoiders should be named and shamed

anaLYsis You can forgive Aussies for being sceptical when they see commenT Why did Starbucks suddenly pay tax in Britain? Because
advertisements claiming that "the Australian Government is ensuring consumers demanded it. Let's repeat that in Australia.
multinational corporations pay their fair share of Australian tax".

ATO isn't being honest with us about the $2.5b corporate tax gap ATO says $2.5b of missing tax is never detected
comment The ATO was working with the government to ensure that it 0ct10 2017 3 mins read

: . n H " . .
had the r'th pUb“G messaging before releasmg its tax gap ﬁgures: Tax Office aims to slash the missing tax due from big corporates that they never see.
Freedom of Information documents reveal.

The tax _triCR l?ig mil.le_rs use Former Tax Institute chief 'pessimistic' about
to avoid paying millions reform agenda

Sep 19 2017 5 mins read

By Four Corners and the International Consortium of Investigative Journalists

The emergence of tax as a moral issue means it is almost impossible for companies to prove
e they have paid a "fair share" of tax, according to former chief of The Tax Institute.




What's the share?



What’s the share?
Everyone’s different

Australia 30 10
USA 35 8
UK 19 20
China 25 17
Japan 24 8
Singapore 17 7
Germany 30 19




What's the share?
Australia v OECD
Corporate tax revenue as a percentage of total tax revenue
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Source: OECD Data Tax at https://data.oecd.org/tax/



https://data.oecd.org/tax/

What's the share?
The total paid by large corporates 2014-2015

26% Energy & Resources

13% Manufacturing

$41 billion

corporate 219 Sales & Services 1,400
income tax

reported

corporate groups

7% Insurance

33% Banking & Finance
There are almost
1400 corporate groups each with Largest 100
a tumeover of above $250 millicn
who collectively generate cor?_g?g?tirgum
$1.8trillion | $41billion
mtotalbusiness  ofthe $58 5 billion $32'9 blmon
e | org e or48%ofall
corporate income tax
reported

Source: https://www.ato.gov.au/General/Tax-and-Corporate-Australia/In-detail/Demographics-of-large-corporate-groups/

35% Sales & Services

2% Insurance

16% Banking & Finance

1% Energy & Besources

36% Manufacturing

Tax conmbution from thessa
1400 1arge corporate groups
Isequivalant to arourd
61% 12%
ofallcorporate of total ATO tax
Incometax  collections

reported


https://www.ato.gov.au/General/Tax-and-Corporate-Australia/In-detail/Demographics-of-large-corporate-groups/

What's the share?
Who pays how much?

BHP Billiton Petroleum (Australia) Pty

gomkmonwealth 44,216 3,107 Ltd | 341
an BHP Billiton Petroleum (Bass Strait) Pty
Westpac 36,838 2,854 Ltd 294
Rio Tinto 31,192 2,734 Esso Australia Resources Pty Ltd - Bass
National Australia Strait 265
Bank 46,065 2,688 Quadrant PVG Pty Ltd 114
ANZ 30,004 2,072 Mitsui E & P Australia Pty Ltd 82
BHP 33,044 1,718 Vermilion Oil & Gas Australia Pty Ltd 37
Telstra 25,660 1,712 Woodside Energy Limited 31
Shell 18,450 1,029 BHP Billiton Petroleum (Victoria) Pty Ltd )8
Wesfarmers 68,564 959 ROC Oil (WA) Pty Limited 3
Woolworths 49,481 899 Talisman Oil & Gas (Australia) Pty
Woodside 8,460 811 Limited 3
AWE (Offshore PB) Pty Limited 1
Peedamullah Petroleum Pty Limited 2

Source: ATO Corporate tax transparency data ‘2014-15 Report of Entity Tax information’, https://data.gov.au/dataset/corporate-transparency



https://data.gov.au/dataset/corporate-transparency

What's not paid?



What’s not paid?
Tax Gaps

“Estimate of the difference between what the ATO collects and the amount that would have been collected if every taxpayer
was fully compliant”

“Tax gaps are, in effect, about measuring what is not visible — what people have not told us about their compliance, whether
through misunderstanding, by choice, or by taking a tax position that differs from the ATO view of the law.”

$2.5bn

(5.8%) $35-50bn
Large Black
corporate economy

tax gap

2014/15

$10bn
“Chevron”
extras over
10 years

Positive $1.7bn
Audit

2016/7

corporate
culture
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Source: https://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Australian-tax-gaps-overview/



What's not paid?
Tax Gaps

Large corporate income tax gap — in 2014-15, the net large corporate income tax gap is
estimated to be $2.5 billion (5.8%). This trend has been steady for a number of years,

"I think we've got it about right. We've got the MAAL, we've got the DPT, we've got the
expanded transfer pricing — which hasn't been fully tested yet—and we've got a stronger
Part IVA, which hasn't been fully tested.”

“I am satisfied we have the law, the funding, the capability, and strategy to reduce the
large market gap over time; and importantly to sustainably raise the baseline of voluntary
compliance” Chris Jordan
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Are we fair yet?
Narrowing the gap

General anti-avoidance 2012 Stronger tax benefit test

Public tax disclosures 2014 Publicly available information on tax paid by >$100m

Reportable tax position 2014 Additional filing to ATO of contentious positions

Thin capitalisation 2014 Reduced safe harbour (60%)

Transfer pricing 2014 OECD alignment, penalties

Country by country reporting 2016 More disclosure and information on operations

Tax transparency code 2016 Large corporates additional disclosure

Multinational anti-avoidance 2016 Preventing artificial avoidance of tax presence

Diverted Profits Tax 2017 40% tax where operations in low tax jurisdictions with no
substance

Penalties 2017 Significant increase in penalties for late filing and misleading

information

14



Are we fair yet?
Tax transparency code

A reconciliation of accounting profit to tax expense and to income tax paid or income tax payable

Identification of material temporary and non-temporary differences

Accounting effective company tax rates for Australian and global operations (pursuant to AASB guidance)

Approach to tax strategy and governance

Tax contribution summary for corporate taxes paid

Information about international related party dealings

2015-2016: 56 companies.
2016-2017: 40 companies.

Source: Board of Taxation ‘A tax transparency code - A report to the Government’ dated February 2016
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Are we fair yet?

Tax Assurance Report for Top 1000

Tax assurance report
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Are we fair yet?
The Government

el New laws have helped ¢ le over

New corporate tax laws $1 5 bllllon

By closing international loopholes, and actions by the ATO, more money is being collected from large multinational corporations. As a
result, more money is being invested here, benefiting Australian communities and the economy.

$15 40 7 A

$1.5 billion since Diverted Profits Tax ATO & Tax Multinational Anti-
July 2016 i i Law

ATO action has already From 1 July 2017, large The new Taskforce Preventing large
coflected over $1.5 billion muttinatior porations continues stigate muitinational corporations
from large multinational that move undeclared multinationals and enforce from claiming profits were
corporations. overseas can be tax laws earmed overseas
penalised with a tax of
40%.

$1.5 billion
collected since
July 2016

October 2017

Since July 2016, ATO
action has already
collected over $1.5
billion from large
multinational
corporations.

Watch video »

ALP Polic

B I G MULTINATIONAL

COMPANIES

SHOULD PAY THEIR
FAIR SHARE OF TAX
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Are we fair yet?
Just a little further

Item Amount
Income 100

Expenses 90

Profit 10

Tax payable $0? / $3? / $30?

Which one’s fair?
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When will we be fair?



When will we be fair?
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