Setting Up Your
Foreign Business
in Australia

Employment Outsourcing (EOR)
vs Local Subsidiary

weighing up your setup
options to operate in Australia.



What if there were different routes
available for your Australian expansion,
each suited to your specific business goals
and plans? Well, we have news for your
new venture in Australia...

With a strong investment landscape and a fast-grow-
ing population, Australia offers thriving opportunities for
businesses looking to expand.

But the land of massive opportunity also comes with a
sizeable number of legal and administrative hurdles.

Going it alone without the guidance and guarantee of |o-
cal knowledge could mean various risks for your expand-
ing business.

That’s why following local expertise and advice proves
the ideal way to understand and simplify the process, as
well as minimise the risks that come with entering un-
known territory (AKA a foreign market).




Taking the fast lane with EOR




What is it?

The first option, though lesser-known, is an extremely efficient and
'street-smart' way to go about setting up in Australia. This is known
as EOR (Employer of Record), or Employment Outsourcing.

Employment Outsourcing comes in various forms, though with the
same premise. Services and providers of this may be referred to as:

Employer of Record (EOR)
Portage

Co-Employment

Professional Employer Organisation (PEO)

Global Employment Outsourcing (GEO)

Essentially, this refers to the service of outsourcing most or all of
your business’s employment and administrative duties.

This solution is often adopted by businesses looking to expand
without the hassle of researching and complying with the numer-
ous local laws in the jurisdiction. You simply sign a contract with
your chosen EOR partner and let them handle the heavy lifting
(@admin) for you.
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How does it work?

By outsourcing your employment, you remain in charge for the
day-to-day management of your employees, whilst your EOR part-
ner handles all local employment steps such as employment con-
tracts, payroll, tax & withholdings as well as immigration require-
ments.

The employment outsourcing provider that you choose as your
partner becomes the legal Employer of Record (EOR) of your staff
in Australia.

Your EOR holds all the necessary registrations, insurances and
licences to employ and process the payroll for your team on your
behalf. They are responsible for making sure you remain compli-
ant with all local laws.

This solution provides the opportunity to dip your toes in the Aus-
tralian market and leave the administrative hassle and red tape
behind. This is also a great method to monitor your local stakehold-
ers (clients, suppliers, distributors, etc.) without the constraint of
administrative duties.
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Why outsource employment?
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You want to ensure compliance

All legal employment requirements for your business will be covered un-
der the EOR contract, as they will be listed as the employer of record, and

thereby be fully accountable for all employment obligations.

You want to fast-track your expansion

With the help of a capable & knowledgeable EOR partner,

you can be operational in just one week.

You want to have fewer administrative duties

Partnering with an EOR means they take care of what would usually be
your administrative responsibilities including public liability, payroll tax,
worker’s compensation and creation of employment contracts, which

gives you the chance to concentrate on your core competencies.

You want to nurture your current market

As the employee in Australia will be freed from administrative duties, you
can ensure all attention is directed towards developing your business and

operations in Australia as well as nurture your current stakeholders.
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You want to relocate members of your team

If you need to relocate members of your team from your parent company
instead of hiring locally, look for an EOR partner that has an On Hire
Labour Agreement (OHLA). By possessing this agreement, your EOR

partner can organise your team member’s sponsorship on your behalf.

You want an all in one solution

If you prefer having one point of contact for all of your international ex-
pansion needs, Employer of Record is the solution for you. The only re-
quirement is a commercial agreement with the local EOR to be up and

running.

You don’t require a local office / facility

This solution will suit if you don’t require a local office (storage facility, IT
infrastructure or factory) for goods or services you supply and are instead

happy for your team member to be hosted at a co-working space,.

You are after a temporary commitment

This solution is the most convenient if you are looking to opt for a light
presence (Representation Office) or a very small team as you have no

need to incorporate or register with any local authorities.
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Setting up for the long haul
with a local subsidiary



If you’re looking to operate in Australia
longer-term, then you’ll likely want to set
yourself up as a local Australian business.

When expanding to Australia, you may have long-term expansion
plans in mind. In order to directly employ your Australian team as
well as sign local contracts, you can incorporate a fully owned and
registered local entity.

In Australia, the most common and most recommended way to do
so is to establish a legal entity in the form of a subsidiary. A typical
structure is the Proprietary Limited (PTY LTD) format.

By definition, a subsidiary is a separate legal entity with limited
liability which has its own identity for tax and legal purposes.

Because it remains legally independent, all Australian potential
liabilities remain with the subsidiary. The Australian subsidiary

must have at least 1 resident director in Australia, but the company
can be wholly owned by a foreign shareholder.

Usually depending on the shareholders’ structure, the capital for
your subsidiary can either be:

- An AU $1PTY LTD if there is only one shareholder.

- An AU $100 PTY LTD when there is more than one shareholder
(in order to facilitate the split of the shares).
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How does it work?

As a separate legal entity which has its own identity for tax and le-
gal purposes, your subsidiary remains legally independent, which
means that all potential liabilities remain with the subsidiary. This
can further protect your parent company from prosecution.

With a subsidiary, you are able to sell and invoice locally, in AUD.
As such, your business will be entitled to register for and claim
back the Goods & Services Tax (otherwise known as GST).

You’ll also be able to directly employ staff, which sets strong foun-
dations for the business’s local growth. That said, even though the
businessis independent, itis still highly recommended to outsource
your HR & Payroll when the subsidiary is in its infancy (and perhaps
even beyond) to ensure you remain compliant.

This solution provides the opportunity to establish a well-struc-
tured, local presence in the Australian market in order to be clos-
er to your clients, suppliers or other stakeholders in the region. You
will have far more autonomy with limited liability.
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What are the steps?

1. Incorporate as a Subsidiary

You’ll need an Australian Company Number (ACN) and may
want to lodge an audit exemption. This exemption is possi-
ble for the first financial year (some exceptions apply). Finan-
cial years can also be amended to match with your HQ.

2. Establish a Local Directorship

The local director needs to be an Australian resident, must
be over 18 years of age and must apply for the Director Iden-
tification Number (DIN) in order to verify his/her identity.

3 « Register with the Australian Taxation Office

Post incorporation, you’ll need an Australian Business Num-
ber (ABN) & a Tax File Number (TFN) in order to trade in Aus-
tralia. The company can register for Good & Services Tax
(GST) & must register for Pay As You Go Withholding in order
to be able to hire employees (PAYG)

4. Apply for Workers’ Compensation Insurance
5. Choose a Default Superannuation Fund

6 « Register for State Payroll Tax
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Ask Yourself...

What are your goals for your Australian expansion?
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opening a local entity

- strong local presence

- able to sign contracts

- more admin

- minimises liability for parent company
- ideal for a secure presence
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EOR vs Subsidiary Comparison

EOR VS. Subsidiary

as little as one week* ‘ several months

administrative duties

all handled by local partner ‘ equivalent to any local business

compliance

guaranteed by local partner ‘ your responsibility as a business

flexibility

must liquidate entity once
project is completed or
business goals change

easy to enter and exit
market as you please

lighter presence designed for full autonomy from parent
hiring & managing small team, company, able to sign contracts
not to operate independently locally, and report for tax etc.

www.thepolyglotgroup.com *dependent on processing times
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Extra things to consider



Sending your employees
vs hiring locally

When setting up your business in Australia, building a team
is key - whether it's a single representative or multiple em-
ployees. This means two main options: relocating your ex-
isting team member(s) or hiring locally. If this is part of your
strategy, we’re here for you, every step of the way.

Sending your own staff to Australia

You may have one or more team members who you would
like to send to Australia as your new representative(s).

If so, seeking support with immigration (visa sponsorships
etc.) is key. A practical solution is to choose a local partner
with the power to hire and sponsor your staff on your behalf.
This is done through an official On-Hire Labour Agreement
(OHLA). The OHLA provides your nominated employee with
a work visa valid for up to 4 years.

Hiring staff locally in Australia

With a strong and highly skilled workforce, Australia is also
home to an abundance of skilled workers from which to
choose when hiring for your business.

Whether you seek executive-level, multilingual, permanent,
or temporary talent, a local Talent Acquisition provider can
source and select top professionals for you.
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Plan it Out...

If you're ready to dive into Australia, here are a few key questions
to ask yourself. This can help you lay down your growth strategy.

Y

What are my business
goals in this country?

To get closer to clients and distributors?

To better understand the market?
To sell products and services locally?
To grow the team?

What are my initial, short-
term and long-term plans
for team structure?

How will my reporting

structure and communication

be organised?

How much local & technical
expertise as well as cultural
knowledge is required?

Will you engage expatriates or local
talent?

How much responsibility
will my employee(s) have?

Which entities, bodies, or
other authorities should /
will you need to report to?

Each country will have its own spe-
cific government authorities for tax-
ation, employment (e.g. for workers'
rights), and other purposes.
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How does the culture in
this new market differ?

The local business culture will
likely influence sales techniques,
common customs and norms, and
client / corporate relations.

Do | understand the
psyche of the local
workforce?

Local market conditions, such
as going through a recession

or growth, will likely impact peo-
ple's mental state, morale, and
work patterns.

Which aspects of my
business plan, company
culture and values are
core or non-negotiable?

Based on your strategy, your busi-
ness plan may either remain the
same or need to accommodate
for differences in the local market,
economy, and culture.

How will | facilitate
cooperation and
cohesion across borders?

Cross-cultural training may be
beneficial for your global teams, as
well as implementing tools and sys-
tems for internal communication.
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It's no wonder Australia is an exceptional place
in which to do business.

Its strong economy, skilled and multilingual
workforce, competitive tax structure and stable
political environment make it an ideal location
to expand your business.

Time to weigh up your most viable options, consult a
trusted local partner, and set yourself up for success in
Australia!

See also...

Doing Business in Australia Glossary

Factsheet on Australia | GlobalPedia

How to Expand Your Business to Australia

Disclaimer: This document is based on recent laws and regulations and does not purport to be com-
prehensive nor is it intended to replace legal advice needed in specific transactions. Whilst every effort
has been made to ensure accuracy, no responsibility can be accepted for errors and omissions, however
caused. No responsibility for any loss occasioned to any person acting or refraining from actions as a result
of material in this document is accepted by the contributors of this document at Polyglot Group. If advice
concerning individual problems or other expert assistance is required, the services of a competent pro-
fessional advisor should be sought. Australian laws and regulations and government policy are constantly
changing. It is important that investment decision concerning Australia not be made on the basis of the
information contained in this document and without prior reference to an appropriate specialist.

www.thepolyglotgroup.com


https://www.thepolyglotgroup.com/blog/8-excellent-reasons-to-invest-in-australia/
https://www.thepolyglotgroup.com/blog/8-excellent-reasons-to-invest-in-australia/
https://www.thepolyglotgroup.com.au/bundles/kick-start/
https://www.thepolyglotgroup.com/
https://www.thepolyglotgroup.com/blog/doing-business-in-australia-glossary/
https://www.thepolyglotgroup.com/globalpedia/australia
https://www.thepolyglotgroup.com/how-to-expand-your-business-to-australia/

your
one-stop
shop for
global
business
expansion.

t: +612 9518 4388
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