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Courier and Taxi
Truck Association

DN 25970873778

14 August 2009

Keith James
Chairman of Working Group
Post Implementation Review into the Alienation of Personal Services Income Rules,

The Board of Taxation
C/- The Treasury
Langton Crescent
CANBERRA ACT 2600

Dear Mr James

Re:  Submission by the Courier and Taxi Truck Association into the Post
Implementation Review of Alienation of Personal Services Income Rules,

Reference is made to your correspondence of 15 July 2009 inviting the Courier and Taxi
Truck Association (CTTA) to make a submission to the above mentioned Review,

We take this opportunity to thank your staff, in particular Belinda Black, for enabling the
CTTA to lodge its submission on an extended time basis.

From the income and expenditure information that are included in the CTTA submission
you will see the extent the Association has gone to in involving individual independent
contractors in various States to provide their actual cost position so that it can be
forwarded to the Board of Taxation for inclusion in this review.

Should you require any further explanation or comment please do not hesitate to contact
the secretariat.

Yours faithfully

Kathy Rob%ltson MCIT
Chief Executive Qfficer
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CTTA Submission to the Board of Taxation Personal Services Income Review

Background:

When the implementation of the Alienation of Personal Services Income Rules was (o be put into
place in the early 2000°s the road transport industry and in particular the Courier and Taxi Truck
Association (the CTTA) made substantive submissions to the Australian Taxation Office, the

Government and the Opposition.

The outcome is explained in NAT 6996, PDF as detailed below:-

Personal services income for road transport workers

WORKING OUT IF YOUR INCOME IS PSI

As a road transport worker, the income you receive is personal services income (PSI) if:

] you're earning the income as a sole trader or through a
company, partnership or trust, and
E the majority (more than 50%) of the income is for the skills, knowledge, expertise or

eflorts of the person who performed the services.

If you operate through a company, partnership or trust, when we say ‘you’ or ‘your’, we are

referring to that business.
WHAT INCOME IS PSI?

In the road transport industry, there are two important factors that affect whether your income is

PSI:

| whether or not the person who drives the truck or vehicle owns it
= the type of truck or vehicle used.

EXAMPLE

A truck driver transports goods for two separate contracts in a week.
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Ownership and type of truck/vehicle used, Is the income received for transporting the
goods PSI?

Contract 1 Truck driver owns and uses a semi-irailer to transport the goods.

The income is not PS1 as the majority of the income is:

B generated by the semi-trailer which is a substantial income-~producing asset

B not for the skills, expertise or efforts of the driver.

Contract 2 Truck driver uses a truck owned by someone else.
The income is PSI as the majority of the income is generated by the driver’s skills, expertise or

efforts in driving the truck.

As the driver doesn’t own the truck, no income they receive is related to the truck,
Soime common examples of PSI in the road transport industry, due to the majority of the income

received being for the person’s skills, knowledge, expertise or efforts, include:

= a truck driver who is paid to drive a transport company’s semi-trailer either on long-haul
trips or shorter journeys

[ ] a courier driver who collects and delivers goods.

PERSONAL SERVICES INCOME FOR ROAD TRANSPORT WORKERS
WHAT INCOME IS NOT PSI?

Income you receive from income-producing assets

This includes income generated by a semi trailer, as the majority of the income is for the asset.

Income generated from your business structure
This includes income generated by the substantial assets, many employees or contractors, sizable

operations or goodwill of a large transport company.

FURTHER INFORMATION:
Further information is available in the body of the publication and other ATO publications which

cover the:
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B The results test;

] The 80 percent rule;

™ unrelated clients test;
| Employment test;

E Business premises test

MOST IMPORTANT OUTCOME:

The most important outcome of the process was that the status quo remained and thousands of

courier and taxi truck contractors were able to stay in business.

PRIMARY POSITION OF THE CTTA:

At the time of implementation of the Alienation of Personal Services Income Rules, the primary
position put forward by the CTTA was the fact that the independent coniractors were not in a
financial position to have a marginal rate of tax deducted at source and still afford to stay in

business.

There was an enormous amount of fear among independent contractors in the road transport
industry and it took a concerted campaign with the Transport Workers’” Union of Australia before
Members of Parliament started to understand the real impact had the Alienation of Personal

Services Income Rules proceeded.

CTTA was also very concerned with the view held by some in the ATO that the tax could be
deducted at source and then when a refund was due the independent contractor could claim it

back at the end of the financial year.

This belied the fact that one such deduction of tax at source would mean that the independent

contractors would not be able to continue to work at all.
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THE 2009 POSITION:

Unfortunately the only real change in the courier and taxi truck industry in the last six years has

been the ever increasing price of unleaded and diesel fuel.

This increase, especially in 2008, meant that a large number of independent contractors in all

States and Terrilories could not afford to continue to pay for their vehicle and running costs.

CTTA has undertaken an ongoing assignment of face to face audits with independent contractors
in a number of States. In all, the Association would audit some 1,800 on an annua} basis and
CTTA has built up very comprehensive statistics in each of the last six years which details

income and costs.
The individual assessments seek answers on the lollowing:-

Type of vehicle;

Age of vehicle; ,
Kilometres travelled per week for business;
Cost of the investment;

Fuel costs;

Registration and third party insurance costs;
Vehicle comprehensive insurance;

Business insurance costs — ¢.g. transit insurance, sickness and accident etc.;

A S R S O T o A

Maintenance and repairs;
10.Tolls; and

11.Mobile phone — business only.

The independent contractors have continued to be a part of the annual income and costs audits
and in the following 16 pages we present the actual data for multiple States,
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Established Criteria against which the Board will Evaluate Selected Legislation:

In noting the Board’s evaluating criteria for the selected legislation, the CTTA makes the

following comments.
1. Gives effect to the Government’s policy intent.

When this issue of the Alienation of Personal Services Income Ruiles was dealt with in
the early 2000°s it was the then Opposition, now Government who strongly supporied the
CTTA and the TWU and encouraged the then Government to understand the real impact

outcome had the policy been implemented. The cost to small business would have been

Immense.

CTTA calls on the Government to continue its policy and support of the road transport

industry on the issue of the Alienation of Personal Services Income Rules.
2. Legislation to be expressed in a clear, simple, comprehensible and workable manner.

It is accepted that due to the legal terminology that must be the foundation for Acts and
Regulations that there will be a large number in the community who will not understand

the stated purpose of legislation,
The Alienation of Personal Services Income is no different.

It took a great deal of time and energy from respected legal representatives and ATO

officials to draft and explain, to a point, the reasons behind the proposed Alienation of

Personal Services Income Rules.

It is therefore essential that any information to be supplied to the public is truly cleat,

simple, comprehensible and workable mannet.

CTTA/Board of Taxation/PS1 Review August 2009 Puge 6



18/08 2009 13:15 FAX [dioos
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3. Avoids unintended consequences of a substantive nature.

Should the Alienation of Personal Services Income rules become operative in the courfer
and taxi truck industry the consequences would be harsher now due to the direct result of

the global financial crash.
4. Takes account of actual taxpayer circumstances and commercial practices.

CTTA believes that this criterion is the most important of all. It is for this reason thal the
Association has continued with the individual income and expenditure audits,
The results of these audits prove that the incomes have not increased at the same rate as

the cost.

The turnover in the industry is still extraordinarily high with many principal contractors
witnessing turnover in the 80 to 90 percent region. Unfortunately there are ¢ircumstances

where an entire fieet will be replaced within a 12 month period.,

Accordingly we invite the Board of Taxation to fully examine the information contained

in the audits that form part of this submission.
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