
 
 
7th December 2011 
Mr David Jones 
Director 
Adjudication Branch 
Australian Competition and Consumer Commission 
GPO Box 3131 
Canberra ACT 2601 
 
Dear Mr Jones, 
 
Third Line Forcing Notification lodged by First Class Taxis Pty Ltd 
Notification N95566 
 
Please find below the responses to the questions asked by the ACCC. 
 
Multiple Terminals 
 

1) At present EFTPOS providers have not advanced the handheld units to the 
level where the taxi cab meter end of journey total is transposed to the 
handheld unit at the completion of the journey. As per previous 
correspondence and the further evidence from the Legislative Council, 
Inquiry into the NSW taxi industry  the significant public benefit comes 
from the ability of having the end of journey meter total automatically 
transposed to the EFTPOS terminal at the completion of the journey. 

 
“The Disability Council of NSW noted that “we strongly support and 
highly recommend the introduction of a smartcard system for the Taxi 
Transport Subsidy Scheme with a direct interface/connection to the 
meters used in the taxis” The Council identified the following potential 
benefits from an electronic based card system: 

- easier use by customers 
- reduction in the potential for fraud by drivers and customers 
- accurate and verifiable electronic transaction record-keeping” 

 
 

“Mr Johnson also noted: 
 
Smart card technology should also reduce fraud, as an electronic record is 
produced and the machines I have seen use GPS technology to determine 
a taxi’s position. This position appears on the receipt the drivers give to 
the passengers at the end of a trip. Such technology simplifies matters for 
all parties.” 
 
This is the main premise behind the criteria of having the terminal hardwired 
to the vehicle. Handheld units are presently unable to meet the public benefit 
criteria without hardwiring. If EFTPOS suppliers in the future were able to 
offer the ability to transpose the end of journey meter total to the terminal then 
they would meet the criteria for approval. 



 
Handheld units pose a significant disadvantage to First Class Taxis Pty Ltd as 
the Taxi Service Licence (TSL) operator/manager. As the Bailee controls the 
handheld unit all receipts, accounts, reconciliation and monies for auditing and 
accountability is sent and administered by the Bailee. Please refer to the 2 
attached Tax Rulings.  
 
ATO TR 96/11 RECORD KEEPING-TAXI INDUSTRY. 
 
Section 4. This ruling applies to the operators of taxi licences/plates 
(‘operators’). For the purpose of this Ruling, we consider that an operator 
is a person who either: 
 
(2) leases a taxi licence/plate and conducts a business of plying a taxi cab 
for hire; or 
 
(3) acquires total operational control of a taxi licence/plate and a business 
of plying a taxi cab for hire, under an agreement whereby the owner of 
the taxi licence/plate is indemnified against all costs and liabilities in 
respect of the operation of that business 
 
Section 5. We consider that the responsibility for keeping the records set 
out in this Ruling rests with the operators as defined in paragraph 4 
above.” 
 
Ruling 
 
Section 8. Section 262A of the Act requires operators to keep records that 
record and explain all transactions engaged in by them that are relevant 
for any purpose of the Act” 
 
Section 9. In respect to the taxi industry, we consider that operators 
should keep the following records: 
 

(1) the full identity details of all persons who derive income from 
driving the operators taxis (i.e. name, address, taxi driver 
licence number); 

(2) the details of each operational taxi shift (i.e. date, identity of 
driver, distance traveled, shift hours, total takings for each 
shift, shift expenses);  

 
Section 12. All records must be kept for the statutory period (5 years) as 
set out in subsection 262A(4) of the Act. 
 
 
 
 
 
 
 



Explanations 
 
Section 15. “We consider that it necessary for us to know the full identity 
details of all drivers because these details enable us to check whether 
operators have included takings from all drivers in their income and to 
verify the details as to how the operators and the drivers split the 
takings.” 
 
Section 17. “The details in relation to the apportionment of the takings 
enable us to determine how the transactions affect the amount of each 
person’s liability under the Act” 
 
Section 18. “we consider the information contained on the shift 
summaries is sufficient to enable ATO staff to ascertain the income of the 
operator. The retention of these shift summaries also enables ATO staff to 
verify the details contained in any consolidated takings records that an 
operator may keep” 
 
We also attach ATO TAX RULING 96/7. 
 
It is very clear from the Tax Rulings that the responsibility for ATO record 
keeping and accountability lies with the taxi operator. As the handheld 
EFTPOS unit is not hardwired then First Class Taxis Pty Ltd, as an operator 
cannot maintain the accountability the ATO, QLD TMR and the public 
require. 
 
The operator’s legal requirement is removed by giving all authority of the 
handheld unit to the Bailee. The operator’s ability to assist in fraud and misuse 
investigation is fully removed and all paperwork for such investigation is 
given to the Bailee. 
 
As stated in previous correspondence First Class Taxis Pty Ltd is solely a taxi 
operator we are not a dispatch centre or call centre. Our business is solely the 
administration of Bailees and the management/leasing of Taxi licences. The 
present system First Class Taxis Pty Ltd uses requires all drivers to submit at 
the end of the shift a copy of all EFTPOS transactions completed with the in 
vehicle hardwired EFTPOS terminal, this is solely for the verification, 
reconciliation and storage of these receipts as required by ATO tax ruling and 
QLD TMR auditing purposes. 

 
2) There are no costs associated with the installing of a second hardwired unit in 
 to the taxi cab vehicle. The EFTPOS providers pay all expenses. The 
 TSL Operator or Bailee has no expense associated with installing a second  
 unit. 
 
3) There are currently 4 taxi cab vehicles that have a second EFTPOS terminal 
 installed. These secondary EFTPOS units are all hardwired and have been  
 at the request of the TSL owner. 
 



4) There are no restrictions to the number of EFTPOS units that can be installed 
into a taxi cab vehicle. All of the units can be hardwired also. The only 
restriction would be the storage space required for the terminals and receipt 
printers. The unit must also be readily accessible for the Bailee. Each 
individual terminal must be stored in such a way that it is free from damage 
and interference from becoming contaminated from such things as dirt, 
rainwater, food etc. There is also WH&S issues to consider as the taxi cab is a 
Bailees workplace then TSL Operators have a legal requirement to assess the 
workplace for risks and mitigate as legally required. 

 
Disadvantages to Operators 
 
There are several disadvantages to TSL Operators that need to be considered: 
 
1) Each additional EFTPOS supplier will require the Operator to 

reconcile a different set of transaction reports. These extra transaction 
reports will require reconciliation by the Operators Accounts 
department. This will include bank statement reconciliation. This will 
add additional costs to the Operator in wages. This will ultimately 
result in increasing costs to the TSL Operators for running the overall 
management/operator business. 

2) There will be additional training required by the Operator for all 
bailees. As bailees move from one taxi cab vehicle to another as their 
individual shifts vary then they will be required to be fully trained in 
all EFTPOS terminals in each individual vehicle.  

3) There will also be additional training required for the Operators 
Mechanical staff and call out personnel. This will also require the 
Operator to pay wages for on-going training as new EFTPOS terminals 
enter the Approved Supplier list. 

4) There will be additional costs associated with carry multiple spare 
parts for the complete EFTPOS units. As the units comprise terminal, 
receipt printer, cabling and coding then each individual component 
must have spares. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Real Time Visibility 
 
5) The reason for the Form G Notification is to outline First Class Taxis Pty Ltd 

intended Third Line Enforcing. It is for our forward planning as a taxi 
management/leasing business that we have done this notification. Real time 
visibility is achieved under the Operator Website MT Data access ability. 

 
As First Class Taxis Pty Ltd is not a call centre or dispatch centre we rely 
upon Gold Coast Cabs to dispatch jobs to our vehicles. The First Class Taxis 
Pty Ltd process of Bailee monitoring includes all jobs dispatched from Gold 
Coast Cabs as well as the street hails. This monitoring can only be achieved 
via accessing the MT Data Vehicle Trip Report. 

 
Please see the attached MT Data Vehicle Trip Report. There are 2 attached 
examples. The first example is where the Meter is not integrated into the MT 
Data Dispatch system. The column with Fare ($) has no ability for real time 
recording. This is the facility that First Class Taxis Pty Ltd presently operates 
with. The second example shows whereby the fare is automatically recorded 
and allows for real time analysis.  

 
The spreadsheet includes: 

 
Report Parameters- Date 

    Fleet  
    Car Number 
    TSL Owner 
    Operator 
 

Driver Name-  Job start time & location 
    Job end time & location 

Dispatch method (Street hail, area plotted, auto cover 
job) 

    Job distance 
    Job time 
    Fare 
 

As technology advances then additional parameters we envisage will be added 
to allow for greater transparency. These we believe will include tariff, rate, 
account holders numbers, EFTPOS and cash for each individual fare. 

 
The real time monitoring of EFTPOS transactions can only be achieved if the 
EFTPOS terminal is hardwired to the taxi cab meter which is wired to the in 
vehicle MT Data dispatch system. These advancements will allow the TSL 
Operator and Bailee to increase the transparency of all transactions cash, credit 
card and account holders, which will increase the public confidence and 
Bailee/Operator accountability. The Vehicle Trip Reports will also greatly 
increase the ability to comply with ATO and QLD TMR record keeping and 
auditing. 

 



First Class Taxis Pty Ltd understands that all meter providers and EFTPOS 
providers have the ability when hardwired to achieve this real time visibility 
when combined with being hardwired to the in vehicle MT Data Dispatch 
System. 

 
 
 
Electronic Vs Cash Fares 
 
6) First Class Taxis Pty Ltd operates solely within the Gold Coast Taxi Service 

Area. As the Gold Coast relies heavily upon tourism and the holiday seasons 
then the percentage of EFTPOS varies greatly. It also varies depending upon 
what day of the week it is. As a percentage the EFTPOS represents anything 
from 30% up to 60% of all in vehicle transactions. 

 
Other means for real time visibility. 
 
7) At present there are no other ways to achieve in vehicle real time visibility. 

There are security cameras in every taxi cab as required by QLD TMR 
legislation. These security cameras are there primarily for the safety and 
security of the Bailee and the public. They can not be used by the TSL 
Operator for Bailee monitoring. If a TSL Operator installed their own security 
cameras for Bailee monitoring then there would be legal issues as the interior 
of a taxi cab is considered a public place. 

 
MT Data Dispatch System 

 
As First Class Taxis Pty Ltd is an Operator and not a call centre or dispatch 
centre we can only access the MT Data Operator Website. We are able to 
monitor each individual taxi cab via GPS location. The GPS location will 
colour code the vehicle based upon occupancy status. 

 
Vehicle Status- 

 
Black   Vehicle Vacant no driver logged in. 
Green  Vehicle Vacant Driver Logged in (available for job). 
Dark Green Vehicle Vacant Driver Logged in not plotted for work. 
Orange  Vehicle has fare on board 
Red  Vehicle in distress assistance required. 

 
 
 
 
 
 
 
 
 
 
 



 
Mandated by law 
 
 
9) The aim of the Notification is not to reduce competition but to ensure that 

EFTPOS providers supply First Class Taxis Pty Ltd with the necessary 
infrastructure, processes and auditable paperwork for First Class Taxis Pty Ltd 
to comply with its ATO, QLD TMR audit and public accountability and 
transparency. 

 
As this Notification is for future business operations First Class Taxis Pty Ltd 
has to consider the direction of payments that the traveling public as well as 
state and federal governments will use in the future. 

 
As technology advances the public will move towards a more cashless society. 
This will increase the level of accountability and transparency that each 
individual traveler will require from the taxi operator. This means having the 
infrastructure and auditable process in place to maintain and increase the 
public’s confidence in the EFTPOS transactions within the taxi industry. As 
government departments look at reducing fraud and moving towards a more 
easily accountable system they will move away from paper dockets towards 
smart cards and electronic transactions. This is already evident in previous 
correspondence with regard to the QLD Government TSS scheme, NT 
Government Subsidy Scheme as well as the Victorian Government MPTP 
Scheme. The other government departments that could use a smart card 
system include the Dept. Of Veteran Affairs. The DVA presently represent a 
very large percentage of our business on the Gold Coast. There is also the 
ability of Gold Coast Cabs to move to a smart card system for its own Gold 
Coast based account holders. 

 
Each smart card system must be able to be transacted within the taxi cab 
EFTPOS environment. It must be accepted by the EFTPOS terminal. The 
phrase “as mandated by law” was to ensure that First Class Taxis Pty Ltd 
complies with current and all future legislation that requires the taxi cab 
vehicle to have an EFTPOS terminal that allows for smart card transactions. 
The aim of First Class Taxis Pty Ltd as a management/leasing business is to 
maximize the Bailee income. First Class Taxis Pty Ltd operators under a 
system whereby our income is based on a percentage of the taxi cab vehicle 
turnover. Our business aim is to maximise the vehicle turnover, which will 
correspond, with maximising the Bailee turnover. Therefore our aim is to 
ensure that we have all means available for the Bailee to accept every form or 
payment at the completion of the journey. This includes all present and future 
smart card electronic transactions. 

 
 
 
 
 
 
 



 
 
Approved Suppliers 
 
10) First Class Taxis Pty Ltd considers after initial studies of EFTPOS provider 

websites that the Victorian Dept. Of Transport website for approved electronic 
transactions would closely reflect the First Class Taxis Pty Ltd Approved 
Suppliers list. The only exception would be the handheld units that are unable 
to be hardwired to the taxi cab. If the handheld units had the ability to be 
hardwired then they would be considered in the Approval Process. 

 
 
 
First Class Taxis Pty Ltd response to correspondence from INTERESTED 
PARTIES 
 
After reading all correspondence and responses from interested parties I have several 
issues I would like to clarify. 
 

1) First Class Taxis Pty Ltd is a taxi management and leasing operator. We are 
not a call centre, network or dispatch centre as such we have no control over 
the calls and the dispatch system chosen by the dispatch centre.  

 
2) First Class Taxis Pty Ltd operates under a very transparent Bailment 

Agreement that covers all required QLD legislative requirements. We operate 
and have for many years a very beneficial Personal and Public Liability 
Insurance Scheme for all Bailees. 

 
 
3) First Class Taxis Pty Ltd operates under a Bailee system that is percentage 

commission based. This is the fairest financial system for all Bailees. We do 
not operate under a set pay in arrangement. 

 
4) First Class Taxis Pty Ltd does have a limited ability for “real time monitoring” 

but it is only what is available via the MT Data Operators Website. This 
allows First Class Taxis to have a system in place for Bailee monitoring. The 
transactions for cash, account and credit card are done via the reconciliation of 
receipts and EFTPOS receipts at the completion of the Bailee shift. The 
intention of the Notification is for future “real time monitoring” via advances 
in the integration of the MT Data Dispatch System, Taxi Cab Meter and 
EFTPOS Terminal. This can be achieved by hardwiring the individual units to 
the vehicle. 

 
 
 
 
 
 
 
 



5) The overall response to this Notification from EFTPOS suppliers has been to 
accuse First Class Taxis Pty Ltd of attempting to restrict competition. They 
have viewed the EFTPOS system from their own individual terminals. As an 
Operator we have to view the terminal as a small part of the overall EFTPOS 
system and how it is implemented in to our business. There is simply more 
than just a terminal and a statement. There is receipt reconciliation for our 
entire fleet of 74 vehicles every 12 hours at every shift change over. There is 
banking reconciliation to ensure all Bailees, TSL Owners and we as TSL 
Operators are paid correctly. There is fraud and misuse investigation. There is 
storage of records, staff training, staff retraining for new units, Bailee training, 
spare parts. To simply say First Class Taxis is restricting competition by 
setting a required standard means that these suppliers are unwilling to give 
First Class Taxis as a consumer the standard we require. We take our 
responsibility for ATO and QLD TMR auditing very seriously and trying to 
by-pass the TSL Operator by enticing Bailees to use handheld devices that are 
not hardwired for Operator transparency and accountability undermines our 
business and our ability to operate our business. 

 
6) Several EFTPOS suppliers have stated that this Notification will lead to a 

“reduction in innovation”. First Class Taxis Pty Ltd takes a different view. The 
taxi industry is unique in that the EFTPOS must operate in a dynamic moving 
environment it is simply not attached to a sales counter. This means the 
consumer has the right and expectation that each transaction is fully 
accountability and transparency. The exact same expectations that have made 
the QLD Government, NT Government and the Victorian Government to have 
it legislated that EFTPOS terminals have the end of journey fare automatically 
transposed for payment. Simply using a basic EFTPOS terminal off the 
counter does not offer the industry the required accountability and 
transparency. The “reduction in innovation” is simply EFTPOS suppliers not 
meeting the dynamic market that is unique to the taxi industry. They would be 
far better investing time and money into systems which the taxi operator sees 
as compatible with what is legally required by the ATO and each state taxi 
licencing agency. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 

7) We have attached the L.E.K. QLD TAXI INDUSTRY REVIEW ECONOMIC 
MODEL & POLICY CONSIDERATIONS 2010.  

 
This analysed the economics of individual taxis including Bailees, Operators 
and Taxi Service Licence (TSL) Holders. 
 
It is clearly evident that- 
 
“The Taxi Operator has the largest fixed costs. 
The application of new drivers is below sustainable levels. 
As driver availability reduces and shift coverage reduces the Operator is 
the one that makes the loss.” 
 
This shows that as a Taxi Operator First Class Taxis Pty Ltd has a business 
that relies heavily upon the maintaining and recruitment of Bailees. Several 
interested parties have stated our notification will restrict Bailees conditions 
and earning potential. It is not our objective for this to occur. If Bailees are 
unsatisfied then they are free at any time to cease the Bailment Agreement and 
drive for another operator. The Bailment Agreement is not an employment 
contract and either party is free for it to cease at any time. As can be seen the 
ability for an Operator to remain in business is based purely on the ability to 
have Bailees and shifts covered. If the result of this Notification is that bailees 
leave First Class Taxis Pty Ltd because they feel restricted then ultimately this 
Notification is at the detriment of First Class Taxis Pty Ltd as a taxi 
management business. 

 
8) Cabbiexpress  

 
Under Qld Legislation it is illegal for Bailees to act as call centre and offload 
jobs via a bulletin service, or accept jobs via an internet booking. This 
legislation is in place to protect the public by having an accountable, auditable 
booking system. 
There are multiple meter manufacturers that have the ability to have the meter 
total transposed. These meters are already used on mass in Victoria and Qld. 
 
There is an option for Bailees to lower the service fee. Please note that 
Cabbiexpress is all for the driver but when they promote the lowering of the 
Service Fee it is the driver that lowers the Service Fee thus reducing their 
commission it is not Cabbiexpress that lowers their fee. 
 
 
 
 
 
 
 
 



9) Cabfare 
 

“NGB is aware that since the Dispatch system is connected to the meter 
the same fare information that is available by hardwiring an EFTPOS 
terminal to a taximeter can be pushed wirelessly from a dispatch system 
to an EFTPOS terminal in a taxi. This would deliver the functionality that 
First is seeking without the need for hard-wired connection” 
 
This is totally incorrect. The MT Data Dispatch system that First Class Taxis 
Pty Ltd operates with does not have this ability for this to occur. This is the 
reason we have done this Notification and selected the criteria.  
 
“Modern dispatch systems collect all data that First requires for its 
business systems including its reporting responsibilities for the ATO and 
the QLD Government” 
 
This again is incorrect please see the MT Data Vehicle Trip Report. This is the 
only modern dispatch data that is presently available to First Class Taxis. 
 
 
Page 6  Taxi Live DOES have a charge account system, which gives 
passengers a line of credit to pay fares and related charges. 
 
Page 7 Taxi Live DOES have terminals hardwired to the meter and the taxi 
cabs we presently have several Live terminals in taxi cabs. 
 
Page 10 First Class Taxis Pty Ltd does not store cardholder data as inferred we 
simply assist in the dispute or fraud investigation by confirming or denying 
that an EFTPOS transaction took place at a specified time in one of our taxi 
cabs. We assist to confirming Bailee Name, Bailee Driver Authority Number, 
Taxi Cab location (Suburb), Time and a copy of the receipt for verification of 
card used, amount and if required a signature. 
 
As stated previously First Class Taxis Pty Ltd aim is to maximize Bailee 
income thus maximizing First Class Taxis income. If the Bailee feels they are 
being forced to operate under a Bailment Agreement they do not agree with 
then they are free to cease being a Bailee at First Class Taxis Pty Ltd and seek 
alternative operators to bail a taxi cab from. 
 
Please contact me directly if you require any further information with regard 
to this Notification. 
Yours sincerely 
 
 
 
Shane Smith 
Director  
First Class Taxis Pty Ltd 
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Australian
Taxation
Office

Taxation Ruling
Income tax:  record keeping - section 262A -
general principles

This Ruling, to the extent that it is capable of being a 'public ruling' in
terms of Part IVAAA of the Taxation Administration Act 1953, is a
public ruling for the purposes of that Part.  Taxation Ruling TR 92/1
explains when a Ruling is a public ruling and how it is binding on the
Commissioner.

What this Ruling is about
1. Section 262A of the Income Tax Assessment Act 1936 ('the Act')
requires a person carrying on a business to keep records that record
and explain all transactions and other acts engaged in by the person
that are relevant for any purpose of the Act.  The records to be kept
include any documents which are relevant for the purpose of
ascertaining the person's income and expenditure and any documents
that contain particulars of any elections, estimates, etc., made by the
person under the Act.

2. A person must keep the records in such a manner as to enable
the person's liability under the Act to be readily ascertained.
Generally, a person must keep the records for 5 years after the person
prepared or obtained them, or 5 years after the completion of the
transaction or acts to which they relate (whichever is the later).

Class of person/arrangement

3. This Ruling explains the general application of section 262A to
a person, including a company, carrying on a business.  The Ruling
sets out our views on what are sufficient records to record and explain
all transactions and other acts engaged in by such persons for the
purposes of the Act.  A reference to 'transactions' in this Ruling is to
be read as also referring to 'other acts engaged in' by a person.

4. Although section 262A applies for any purpose of the Act, this
Ruling considers the section as it relates to the income and
expenditure of a person carrying on a business.

5. This Ruling does not consider section 262A as it relates to
Division 13 of Part III of the Act.  We have dealt with this issue in
Taxation Ruling TR 94/14.
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6. This Ruling does not deal with specific business record keeping
provisions, e.g., Division 11 of Part X of the Act (keeping records
about the operation of the Controlled Foreign Companies provisions),
and Schedule 2A and Divisions 3 and 4 of Schedule 2B to the Act (the
provisions relating to calculating car expense deductions and
substantiating car expenses and business travel expenses).

7. This Ruling is the first in a series of Rulings and Determinations
on record keeping.  We may follow it with more specific Rulings or
Determinations as we identify needs.  These may deal with specific
industries or record keeping issues.

8. The Australian Taxation Office ('ATO') has released a
publication called 'A Guide to Keeping Your Business Records'.  This
guide provides further information to persons carrying on a small
business on how to use a simple accounting system and how to
prepare, file and store the records created by this system.

Ruling
Record and explain all transactions

9. Subsection 262A(1) imposes the primary obligation on persons
carrying on a business to keep records that record and explain all
transactions engaged in by them that are relevant for any purpose of
the Act.  We consider that a record will 'explain' transactions engaged
in by a person if it contains information which will enable ATO staff
with accounting skills to understand the essential features of the
transactions.

10. Subsection 262A(2) makes it clear that the records to be kept
under subsection (1) include documents that are relevant for the
purpose of ascertaining a person's income and expenditure.  The
content of the information needed in a record will depend on the
circumstances of each case.  Our view, generally, is that the minimum
information required by ATO staff with accounting skills to
understand the essential features of transactions which relate to the
person's income and expenditure is the date, amount and character
(e.g., sale, purchase, wages, rental, etc.) of the transactions.  In some
circumstances, an officer also will need other information about the
essential features of transactions, e.g., the purpose of transactions and
the relationships between parties to transactions, to understand the
relevance of the transactions to the person's income and expenditure.

11. The records that a person must keep under subsection 262A(1)
must record every transaction that relates to the person's income and
expenditure.  However, we consider that to explain the essential
features of every transaction, a person does not necessarily have to
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make a record of each individual transaction.  Some records are
capable of explaining the essential features of transactions when
considered as a group rather than when considered individually.  We
believe that this is the case where any records of the individual
transactions provide no additional information about the essential
features of the transactions than does a record of the transactions as a
group.  The following examples show how we believe this principle
applies.

Cash registers

12. In the retail industry, many businesses engage in high
volume/low value sales transactions.  Those businesses often use a
cash register to record the transactions.  Where a business uses a cash
register, the rolls of tape produced by the cash register record the
individual transactions put through the register.  We consider that the
rolls of tape provide no additional information about the essential
features of the transactions than do the 'Z-totals' produced by the
register.

13. Therefore, we accept that a person may discard the rolls of tape
after one month provided that the person has reconciled the 'Z-totals'
with actual cash sales and bankings for that period.  The reconciliation
must take into consideration any cash earned that the person used for
other purposes, e.g., personal drawings, minor purchases, etc.  The
person must keep the reconciliation for the statutory period (5 years).
We consider that it is necessary for the person to keep the one month
representative sample so that ATO staff can verify that the 'Z-totals'
are an accurate summary of every individual transaction that relates to
the person's income and expenditure.  The representative sample of the
rolls of tape enables ATO staff to analyse more accurately whether a
person has reconciled the bankings with the 'Z-totals'.  If a person does
not do a reconciliation, the person must keep the rolls of tape for the
statutory period (5 years).  (See Example 1 in this Ruling).

Receipt books

14. We believe that this general principle applies similarly to those
businesses which, due to their nature, do not use a cash register.  It is
often the case that a person carrying on such a business individually
records cash sales as they occur, e.g., in a numbered receipt book.  We
consider that those individual records provide no additional
information about the essential features of the sales transactions than
does a summary recording of all of the transactions for a particular
period.
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15. Therefore, we accept that a person may discard the individual
records after one month provided that the person has reconciled the
summary records with the individual records and the bankings for that
period.  The reconciliation must take into account any cash earned that
the person used for other purposes, e.g., personal drawings, minor
purchases.  The person must keep the reconciliations for the statutory
period (5 years).  As with cash sales put through a cash register, we
consider that it is necessary for the person to keep the one month
representative sample so that ATO staff can verify that the summary
record is an accurate summary of every individual transaction that
relates to a person's income and expenditure.  As with 'Z-totals', the
representative sample enables ATO staff to analyse more accurately
whether a person has reconciled the bankings with the summary
records.  If a person does not do a reconciliation, the person must keep
the individual records for the statutory period (5 years).  (See Example
2 in this Ruling).

No source records

16. There are situations where it is clearly impractical for a person to
record every individual cash transaction.  This may occur where the
recording of each individual transaction would seriously impair the
normal conduct of the business, e.g., where a person carries on a
business that deals in high volume/low value cash transactions and
does not operate from a permanently fixed location.  In those cases, we
will accept that the keeping of summary records of the cash
transactions will satisfy the person's obligations under subsection
262A(1), as long as the person can reconcile the summary records with
the bankings.  The person must make these summary records at
regularly defined intervals, e.g., at the end of each day or shift.  The
reconciliation must take into consideration any cash earned that the
person used for other purposes and should show at least the following
details:  total cash at day end + drawings + expenses - opening float.
(See Example 3 in this Ruling).

Credit cards

17. Where a person accepts payment by credit card for goods or
services supplied to a customer, it is usual for a financial institution to
provide the person with a summary statement of any credit
transactions for a particular period.  That statement records the dates
when the person presents the sales transactions information to the
institution for that period.  Generally, we consider that the individual
sales vouchers provide no additional information about the essential
features of the credit transactions than do the summary statements kept
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by the person.  However, this is not so where a person makes a credit
card sale in one year of income and presents the voucher to the
institution in the next year of income.  We consider that the person
must keep such sales vouchers until the person reconciles them with
the next summary statement.  Once the person records which items on
that statement refer to sales made in the previous year, we accept that
the person can discard the individual sales vouchers.  (See Example 2
in this Ruling).

'Keep'

18. We consider that the word, 'keep', in subsection 262A(1), means
both 'make' and 'retain'.  So, where a record is created in the normal
course of engaging in transactions, the person carrying on the business
must retain that record.  In addition, where no record is created in the
normal course of activities (see Example 3 in this Ruling), we consider
that the person must make a record of the transactions (which could be
a summary of transactions as described in paragraph 11 of this Ruling)
and then retain it.

19. Where subsection 262A(1) requires a person to make a record,
we consider that this would normally require the person to make a
contemporaneous record of the transactions, i.e., a record of the
transactions as they occur or, if that is not possible, as soon as
practical after the transactions have occurred.  What is practicable will
depend on the facts of the case, including the nature of the
transactions.

20. However, we recognise that, for a record which records
transactions as a group, it may not always be practicable for the record
to be contemporaneous.  In that situation, we would accept that the
making of the record is determined by the operation of the criteria
referred to in paragraphs 12 to 17 of this Ruling.

21. There may also be cases where a person who has made a
contemporaneous record may not wish to retain the document in its
original form.  This may be the case where a person must retain large
numbers of documents and wishes to retain them in a more convenient
form, e.g., microfilm, microfiche or CD ROM.  We accept this,
provided that the substitute contains the same information about the
essential features of the transactions as we would obtain from the
contemporaneous records.

22. We consider that these alternative methods of record retention
contain the same information about the essential features of the
relevant transactions where the conversion process, including the
scanning of documents onto CD ROM, produces a true and clear
reproduction of the original document.  The person must provide
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appropriate facilities for the preservation of the records for the
statutory period (5 years).

Manner of keeping records

23. Paragraph 262A(3)(a) provides that a person must keep records
in writing or so as to enable the records to be readily accessible and
convertible into writing.  We consider that a record made and retained
in an electronic form, e.g., magnetic tape, computer disc, etc., is in a
form which is readily accessible and convertible into writing.

24. Where section 262A requires a person to keep records,
paragraph 262A(3)(b) requires that the records be kept in a manner
that allows the person's liability under the Act to be readily
ascertained.  We consider that the person's liability is readily
ascertainable if ATO staff with accounting skills can determine the
person's liability quickly and easily with minimal assistance from that
person.  Where staff  cannot readily ascertain a person's liability from
the records referred to in paragraphs 19 and 20 above, we believe that
the person needs to make secondary records which enable transactions
to be traced and verified through the accounting system of the business
from the source of the transactions to the financial accounts.  These
secondary records, e.g., journals, ledgers and financial accounts,
summarise the records that explain the transactions.

25. Therefore, to enable ATO staff to determine a person's liability
quickly and easily, we consider that the person has an ongoing
obligation for the term of the statutory period (5 years) to keep:

(i) records which record and explain all transactions (see
paragraphs 9 to 17 in this Ruling);  and

(ii) those secondary records that are usual and proper to keep
in the business carried on by that person.  This includes
documents that readily explain the person's financial
position on a regular basis throughout the year, e.g.,
journals, ledgers, etc.

Date of effect
26. This Ruling applies to years commencing both before and after
its date of issue.
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Explanations
Purpose of section 262A

27. Section 262A is a procedural provision introduced into the Act
by the Income Tax Assessment Act 1943.  When enacted, it stated that:

'...every person carrying on a business shall keep sufficient
records in the English language of his income and expenditure to
enable his assessable income and allowable deductions to be
readily ascertained and shall retain such records for a period of
at least seven years after the completion of the transactions, acts
or operations to which they relate...'

28. The original purpose of section 262A was to assist the
Commissioner in checking the correctness of income tax returns
furnished by business taxpayers.  This is apparent from the second
reading speech of the then Treasurer, Mr Chifley, in introducing the
Income Tax Assessment Bill 1943.  In particular, he stated that the
task of the Commissioner in discovering the true income of a taxpayer
is exceedingly difficult where the taxpayer has not preserved his books
and records.

29. Several amendments were made to the original section 262A
until the Taxation Laws Amendment Act 1990 introduced the existing
section 262A.  Clause 42 of the Explanatory Memorandum relating to
the Bill makes it clear that the original requirements of section 262A
were to be retained subject only to some modifications mainly
necessary as a result of the introduction of self-assessment, e.g., the
period for keeping records was reduced from 7 to 5 years.  In
particular, the clause states that:

'the purpose of subsection 262A(2) is to make it clear that all
records of a type previously included in a return form but no
longer required to be included under self-assessment, are to be
retained by the taxpayer for the purposes of examination by the
Commissioner if and when requested by the Commissioner for
the purposes of the Act.'

Record and explain all transactions

30. We consider the word 'explain', in subsection 262A(1), means 'to
enable someone to understand'.  As the purpose of section 262A is to
assist the Commissioner in checking the correctness of business
income tax returns, we believe that it is reasonable to conclude that a
record can 'explain' all relevant transactions engaged in by a person if
it contains information which enables ATO staff with accounting
skills to understand how the transactions relate to the calculation of
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the person's income and expenditure, i.e., it contains information about
the essential features of the transactions.

31. The range of transactions which a person carrying on a business
could enter into, and which could relate to the calculation of the
person's income and expenditure, is potentially unlimited.  This means
that the content of the information needed in a record which would
enable ATO staff to understand that relevance is also potentially
unlimited.  The content always depends on the circumstances of each
case.  However, we believe that information about the date, amount
and character of transactions is the minimum which is needed.  This is
because:

(i) the date enables us to determine the year of income to
which the transactions relate;

(ii) the amount enables us to determine how the transactions
affect the amount of the person's liability under the Act;
and

(iii) the character enables us to determine whether a person has
a liability under the Act, e.g., whether a transaction is
allowable expenditure (purchases, wages, rental, etc.,) or
not;  and whether a transaction is assessable income or not.

32. We also recognise that there are situations where we need other
information about the essential features of transactions to understand
their relevance to the calculation of a person's income and
expenditure.  For instance, to determine whether particular
expenditure is deductible under subsection 51(1) of the Act, we might
need to know about the purpose for the entering into of the
transactions which gave rise to that expenditure.  Additionally, we
might need to understand the relationship between parties to
transactions to determine whether they are 'associates' or dealing at
'arm's length', for the purposes of the many uses of those terms in the
Act.

33. We believe that the phrase 'all transactions', in subsection
262A(1), means 'the whole number of every transaction'.  This means
that a person carrying on a business must keep records of every
transaction that relates to the person's income and expenditure.
However, there are two views of the requirement that those records
must record and explain 'all transactions'.  One view is that to record
and explain 'all transactions', a person must record and explain each
transaction individually.  The alternative view is that, in some
circumstances, a person can record and explain 'all transactions' by
recording and explaining groups of transactions.

34. There are many businesses, particularly in the retail industry,
that engage in high volume/low value sales transactions.  In that
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situation, we consider that we only need to know, generally, the date,
amount and character of the transactions to understand the relevance
of the transactions to the calculation of the income and expenditure of
the persons carrying on those businesses.  We believe that it is
possible for a record prepared according to either view equally to
provide that minimum information about the essential features of the
transactions.

35. However, we recognise that there can be substantially higher
compliance costs associated with a requirement to keep records which
explain all transactions individually than with a requirement to keep
records which record and explain all transactions as a group.  Also, we
recognise that it is important to maintain a balance between effective
taxation administration and the conduct of business free from the
imposition of unnecessary compliance costs.  The adoption of either
view of the requirement equally promotes the purpose of section
262A.  We adopt the latter view because it results in lower compliance
costs.  Therefore, we accept that a person does not have to keep a
record of each transaction individually where any such records provide
no additional information about the essential features of the
transactions than does a record of the transactions as a group.

Cash registers

36. One example of the application of our view involves businesses
that use a cash register to record sales transactions.  The rolls of tape
produced by the register record the date and amount of the individual
transactions put through the register and it is possible to identify from
them the sales character of the transactions.  At the end of a particular
business period, usually a day, the person carrying on the business
makes sure that the register produces a 'Z-total', i.e., a numerical
summary of the total value of the sales transactions put through the
register during that period.  It is often the case that the keeping of the
records of the 'Z-totals' is less costly than the keeping of the rolls of
tape.  We consider that both the rolls of tape and the records of the 'Z-
totals' equally provide information about the essential features of the
sales transactions and that the keeping of either set of records would
satisfy a person's obligations under subsection 262A(1).

37. Where a cash register is used properly, the rolls of tape and the
'Z-totals' produced by the register accurately record the cash sales put
through the register.  However, the sales put through the register may
not always represent all of the sales made by the business.  In that
situation, the 'Z-totals' will not be an accurate record of all of the cash
sales that relate to a person's income.  As it is important for the
effective administration of the Act that any records kept under
subsection 262A(1) record all of the relevant transactions, we consider
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that it is necessary for us to be able to verify that the 'Z-totals' are an
accurate summary of the sales actually made by the business.

38. Usually, cash from the sales made by a business is banked.
Experience suggests to us that an examination of the rolls of tape
produced by a cash register helps us to analyse more accurately
whether the cash deposits can be reconciled with the 'Z-totals' than
when we only reconcile the deposits with the 'Z-totals'.  This is
because the individual records on the rolls of tape help us to identify
non-sales transactions, such as personal drawings or minor purchases.
However, as in paragraph 35 above, we recognise that it is important
to maintain a balance between effective taxation administration and
the conduct of business free from the imposition of unnecessary
compliance costs.  As the keeping of the rolls of tape is often a costly
exercise for a business, we believe that an appropriate balance is
achieved if businesses keep the rolls of tape for one month after they
reconcile their 'Z-totals' with actual cash sales.  This provides us with
a sufficient sample against which to test the accuracy of the 'Z-totals'.

Receipt books

39. We believe that the discussion in paragraphs 36 to 38 above is
also applicable to those businesses which, due to their nature, do not
use a cash register.  Businesses in that situation often individually
record cash sales as they occur, e.g., in a numbered receipt book.  The
receipt book records the date and amount of the individual sales and it
is clear that the transactions recorded are of a sales character.  A
person may make a summary record of the information contained in
the receipt book.  It is often the case that the keeping of the summary
record is less costly than the keeping of the receipt books.  We
consider that both the receipt book and the summary record equally
provide information about the essential features of the sales
transactions and that the keeping of either set of records would satisfy
a person's obligations under subsection 262A(1).

40. However, as with cash sales put through a cash register, sales
recorded in a summary record may not always represent all of the sales
made by a business.  For the reasons discussed in paragraph 37 above,
we consider that it is necessary for us to be able to verify that the
summary records are an accurate summary of the sales actually made
by the business.  For similar reasons to those discussed in paragraph
38, experience also suggests to us that an examination of the receipt
books enables us to analyse more accurately whether the business'
bankings can be reconciled with the summary records.  As with
businesses operating cash registers, we believe that the retention of
receipt books, for one month after a business reconciles its summary
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records with actual cash sales, provides us with a sufficient sample
against which to test the accuracy of the summary records.

No source records

41. We also recognise that it is clearly impractical for some persons
carrying on a business to record every individual cash transaction,
particularly where the business deals with high volume/low value
transactions and does not have a permanently fixed location from
which to operate.  However, we believe that it is practical for those
persons to make accurate summaries of their cash sales at regular,
definable periods, e.g., at the end of a day.  In these cases, we accept
that regularly produced summary records will satisfy the obligation
under subsection 262A(1), as long as the person can reconcile the
records with the cash which is actually banked.

Credit cards

42. A credit card sales transaction involves contracts between a
customer who is purchasing goods or services, a merchant who is
selling the goods or services and a credit card provider, who is usually
a financial institution.  The merchant is involved in two contracts.  In
the first, the merchant sells goods or services to the customer and
agrees to accept the customer's signature on a credit card voucher in
payment of the customer's debt for the goods or services.  In the
second contract, the merchant agrees with the financial institution to
provide goods or services to any customer who presents the
institution's credit card for payment, in exchange for the institution
agreeing to pay to the merchant the price of the goods or services
provided.  It is clear from these contracts that the merchant has an
enforceable debt against the institution once the merchant has
completed the sales transaction with the customer.  This debt is
extinguished when the institution pays the amount of the debt to the
merchant, usually by way of crediting an account that the merchant has
with the institution.

43. The contract with the financial institution usually requires the
merchant to present all sales transaction information and vouchers to
the institution within a short period of time after the transactions.  It is
usual for the institution to send the merchant a regular statement
summarising any credit card transactions for a particular period.  The
summary statement records the dates when the merchant presented the
sales transaction information to the institution and the amount of all of
the transactions.  It is also usual practice between the merchant and the
institution that the merchant keeps a copy of all credit card vouchers
for a certain period and then destroys them.
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44. Generally, we accept that both the credit card vouchers and the
summary statement from the institution equally provide information
about the essential features of the sales transactions entered into by a
business and that the keeping of either set of records would satisfy a
person's obligations under section 262A(1).

45. However, we recognise that there are some credit card sales
which occur near the end of a year of income which the financial
institution will record on summary statements in the following year of
income.  This is because the merchant does not provide the necessary
information to the institution until then.  In that situation, the summary
statement in the current year of income does not provide an accurate
picture of all of the sales of the business for that year.  In maintaining
the appropriate balance discussed in paragraph 35 above, we believe
that a person should keep the individual sales vouchers which record
sales made in the current year of income, but which the person
presents to the institution in the next year of income, until the person
reconciles them with the next summary statement.  Once the person
records which of the notations appearing on the next summary
statement refers to credit sales made in the previous year of income,
we would accept that the person then no longer needs to keep the
individual sales vouchers.

'Keep'

46. There are two possible views of the obligation in subsection
262A(1) to keep records.  The first view is that the obligation only
covers those records which a person would normally create in the
carrying on of a business.  This view assumes that the word 'keep'
means simply 'retain'.  The second view is that the obligation covers
any records which record transactions that are relevant for the purpose
of ascertaining a person's income and expenditure, whether they are
normally created in the person's business or not.  This view assumes
that the word 'keep' means both 'make' and 'retain'.

47. We believe that the Macquarie Dictionary supports the second
view.  It defines 'keep' as:

'to maintain in condition or order, as by care or labour; to record
(business transactions, etc.,) regularly:  to keep records.'

Also, we prefer the second view because it is supported by the purpose
of section 262A.  If we relied on the first view, and a person carrying
on a business would not normally create records of certain business
transactions, then there is a risk that the records kept would not record
all transactions that are relevant to ascertaining the person's income
and expenditure.
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48. The case of Re Aarons; ex parte the Bankrupt  (1977-78)
19 ALR 633 further supports our view that the word 'keep' means
'make and retain'.  The Bankruptcy Act 1966 provides in subsection
150(6) that the Court may exercise its powers under subsection 150(5)
where a bankrupt has 'omitted to keep and preserve such books,
accounts or records as sufficiently disclose his business transactions
and financial position...'  It also provides in subsection 270(1) that a
bankrupt who 'has not kept such books as are usual and proper in any
business carried on by him...' is guilty of an offence.  In considering
whether a bankrupt had failed to keep proper books under these
subsections, Riley J said at 636 that:

'Each provision refers both to the keeping and to the preserving
of books, accounts and records.  Two of the meanings ascribed
by the Concise Oxford Dictionary, 6th ed, to the verb "to keep"
are (a) "maintain (diary, accounts, books) by making requisite
entries" and (b) "retain possession of, not lose or destroy".  It is
clear that it is in the former sense that the verb is used in both
s150(6)(a) and s270(1).'

49. Where our view requires a person to make records, we consider
that the obligation, normally, is to make contemporaneous records of
all transactions.  This is because contemporaneous records are more
likely to accurately record the essential features of the transactions.
They are also more likely to record all transactions entered into by the
person.

50. The Macquarie Dictionary defines 'contemporaneous' as:

'existing or occurring at the same time'.

However, we consider that, in the context of section 262A, a record
will be contemporaneous if it is made as soon as practicable after the
person enters into the transaction.  This is because some businesses do
not have a system which enables them to record transactions at the
same time as they occur.

51. It is clear that it may not always be possible for a person to
record groups of transactions contemporaneously, as the grouping of
transactions may take place over a period of time.  In the
circumstances outlined in paragraphs 12 to 17 above, we accept that
the summary record still accurately records all of the transactions.

52. We recognise the difficulties that some persons have in retaining
large volumes of paper records and the compliance costs associated
with this.  They may want to retain the information contained in those
records in a more convenient form, e.g., microfilm, microfiche and CD
ROM.   Section 25 of the Acts Interpretation Act 1901 defines the
word 'record', where it appears in any Act, as including information
stored or recorded by means of a computer.
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Manner of keeping records

53. Clause 42 of the Explanatory Memorandum referred to in
paragraph 29 above makes it clear that paragraph 262A(3)(a) was
introduced to cover the keeping of electronic records.  It states that:

'Subsection 262A(3) obliges a person who is required by the
section to keep records, to keep those records:

by paragraph (a) - in the English language or, if not in
written form (e.g., in an electronic medium such as
magnetic tape or computer disc), in a form which is readily
accessible and convertible into writing in English.'

54. We consider that the requirement in paragraph 262A(3)(b) that a
person must keep records so as to 'enable' the person's liability under
the Act to be readily ascertained, refers to the ability of ATO staff to
be able to readily ascertain that person's liability.  This is consistent
with the underlying purpose of section 262A to assist the
Commissioner in ascertaining a person's liability.  We recognise that
ATO staff need to have accounting skills to be able to readily ascertain
a person's liability.

55. The Macquarie Dictionary defines 'readily' as:

'1.  promptly; quickly; easily.'

It defines 'ascertain' as:

'to find out by trial, examination or experiment, so as to know as
certain; determine.'

Generally, we would expect that ATO staff with accounting skills
would be able to quickly and easily determine a person's taxation
liability without needing too much assistance from that person.
However, we recognise that because of the complexity of some
businesses, ATO staff will find it useful to have the helpful assistance
of the person and/or the person's representative to readily ascertain the
person's liability.

56. There are circumstances where it is possible for ATO staff to
readily ascertain a person's liability from the records referred to in
paragraphs 19 and 20 above.  This would be the case where the simple
nature of the business is such that those records easily show the
person's income and expenditure (see Example 2 in this Ruling).
However, in most circumstances, businesses do not operate in this
kind of environment and need accounting systems which trace
business transactions from their source to the financial accounts.  In
that situation, it would not be possible for ATO staff to readily
ascertain a person's liability without referring to those secondary
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records, e.g., journals, ledgers and financial accounts, that provide a
record of that system.

57. Paragraph 262A(4)(a) makes it clear that the records which are
to be kept under section 262A must be kept for 5 years after the
records were prepared or obtained, or the completion of the
transactions to which they relate, whichever is the later.  We believe
that this is an ongoing obligation over the retention period.  This view
supports the Commissioner's ability to be able to readily ascertain a
person's taxation liability at any time after the completion of the
transactions.  This is important because the Commissioner has the
power to raise an assessment at any time under section 168 of the Act.

Examples
Example 1

The facts

58. David and Stephanie own a neighbourhood newsagency.
Due to the large number of customers, they operate with the help
of a part-time assistant.

59. Most of the newsagency's sales involve small amounts of
cash, except for some regular customers who have monthly
accounts.  They have a cash register through which they record all
cash sales, including the monthly accounts.  Any cash removed
from the cash register for personal drawings, refunds, minor
purchases, etc., is noted in a separate record used for this purpose.

60. The newsagency makes its trade purchases through a small
number of established publishing and stationery distributors.
These operate on monthly invoice arrangements.  They provide a
delivery docket with each delivery and Stephanie reconciles this
with the items delivered.  David and Stephanie pay the invoices
once a month by cheque after they have reconciled them with the
relevant delivery docket.

61. At the end of each business day, Stephanie reconciles the
contents of the cash register with the cash register tape, taking
into consideration any cash removed from the cash register for
personal drawings, refunds, minor purchases, etc.  After the
reconciliation, Stephanie tears off the 'Z-totals' at the bottom of
the cash register tape and glues them into a book in chronological
order, noting any discrepancies between the 'Z-total' and the cash
contained in the register.  She then banks the cash.

62. Once a month, Stephanie receives a statement from the bank
containing details of her cash deposits.  She reconciles this
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statement with the 'Z-totals' and other records which she has kept.
Stephanie retains the rolls of tape produced by the cash register
for one month after she has reconciled the bank statement with the
'Z-totals' and other records.  She then disposes of the rolls of tape.
However, Stephanie retains the 'Z-totals', bank statements and
other records for the statutory period.

63. At the end of each month, Stephanie also reconciles the
newsagency's sales, purchases and other expenses for that month,
e.g., rent, wages, motor vehicle costs, etc., to determine whether
the newsagency made a profit or a loss during that month.  She
summarises this information on a personal computer.  This forms
the basis of the information used to prepare the newsagency's
income tax return at the end of the year of income.

Our view

64. We consider that either the cash register tape or the 'Z-totals'
would record and explain all cash transactions relating to the
income of the newsagency.  This is because both the tapes and the
'Z-totals' provide similar information as to the essential features of
the cash transactions (see paragraph 12 of this Ruling).

65. As Stephanie keeps the cash register tapes for one month
after she has reconciled the 'Z-totals' and other records with the
bank statement, we consider that this would enable an officer of
the ATO to verify that the 'Z-totals' are an accurate record of the
cash sales made by the business.

66. For purchases, we consider that the invoices, along with
proof of payment from the bank statement, would record and
explain all the purchases of the newsagency.

67. As Stephanie reconciles the newsagency's accounts every
month, we consider that the monthly summary on the computer is
an appropriate manner to keep the records so as to allow the
newsagency's liability to be readily ascertained (see paragraphs 24
and 25 of this Ruling).

Example 2

The facts

68. Kathy owns a small, up-market fashion boutique.  Kathy
only sells a small number of items per day.  Due to the price of
these items, the great majority of sales are by credit card.
However, a small number of low price items are sold for cash.
She manages the business without any assistance.
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69. Kathy does not use a cash register to record her sales.
Whenever she sells an item for cash she provides the customer
with a hand written receipt from a numbered receipt book and
retains a duplicate in the book.

70. For credit card sales, Kathy keeps the merchant's copy of the
credit card voucher and forwards the original to the bank for
payment.  The bank deposits the payments directly into the
business' bank account.  Once a month, Kathy receives a summary
statement from the bank of payments received.  She reconciles
this with her copies of the original credit card vouchers.  She
keeps the credit card vouchers for three months after the
reconciliation and then disposes of them.

71. Kathy checks the receipt book and the contents of the cash
box at the end of the day, taking into consideration any cash
removed for personal drawings, refunds, minor purchases, etc.
She then deposits the cash in the business' bank account.

72. Kathy's boutique relies on a wide variety of sources for the
items that it sells.  These sources are subject to constant change as
Kathy seeks to keep up with the latest trends in fashion.

73. The boutique's trading stock is delivered by courier and is
accompanied by an invoice and a delivery docket.  Kathy checks
that the delivery docket and the invoice correspond to the items
delivered before putting the items on the shop floor for sale.  She
attaches the delivery docket to the invoice and notes in a diary the
due date for payment of the invoice.  Kathy then places the
invoice in a separate box containing all other invoices awaiting
payment.  She pays the invoices by cheque from the business'
bank account on the due date.  Once paid, she transfers the
invoice into another box containing all the other paid invoices.

74. The bank provides a statement of the business' bank account
to Kathy once a month.  She checks this statement against the
deposit book and the cheque butts for any discrepancies.

75. Kathy does not review the boutique's financial position on a
regular basis.  She keeps all the bank statements, deposit books,
receipt books, invoices, credit card statements and cheque butts in
a separate area in the boutique.  At the end of the year of income
she reviews them in order to prepare her tax return.

Our view

76. For credit card sales, as Kathy retains the receipt book and
the bank's summary statements of her credit card sales, we
consider that it is not necessary for her to also retain the credit
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card vouchers.  This is because the individual vouchers provide
no additional information about the essential features of the credit
transactions than do the bank's summary statements (see
paragraph 17 of this Ruling).

77. However, if Kathy makes credit card sales in the current
year of income, and doesn't present the individual credit card
vouchers to her bank until the next year of income, we consider
that she also must retain the individual vouchers until she
reconciles them with the bank's next summary statement.  Once
Kathy records which of the notations appearing on the next
summary statement refer to credit sales made in the previous year
of income, we would accept that she then no longer needs to keep
the individual vouchers.

78. We consider that it is not necessary for Kathy to prepare
secondary records that summarise the boutique's financial position
on a regular basis.  This is because, as the boutique only sells a
relatively small number of items per day, it is possible to readily
ascertain the boutique's liability without referring to any
secondary records.

79. As Kathy does not do a reconciliation of her cash sales, she
needs to keep the receipt books for the statutory period.

Example 3

The facts

80. Peter has a stall at a fruit and vegetable market where he
sells produce that he buys from local farmers.  The market is open
only on weekends where it caters mainly to the casual passing
trade.  Peter operates the stall without any assistance.

81. Peter deals in cash only.  All his sales are for small amounts
of cash which he keeps in a bag around his waist.  Peter does not
provide any receipts or other records to his customers and does
not have a cash register.  At the end of the day Peter puts all the
cash from his waist bag onto a table at home and counts it.  He
writes down his takings for the day (less the float) in a book
which he keeps for this purpose, taking into consideration any
cash earned that was used for other purposes, e.g., personal
drawings, minor purchases, etc., that would have the effect of
providing an incorrect figure of his total cash sales.  He then
deposits the cash in his bank account every Monday.  Every
month, Peter reconciles the amounts in the takings' book with his
bank statement.  Peter retains the takings' book and the bank
statements as a record of his takings.
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82. Peter purchases his produce every Saturday morning.  He
pays for all his purchases with cash.  He withdraws the cash from
his bank account the day before.  He retains any amount he does
not use for purchases as a float.  Peter makes a record of what and
how much he purchased from each farmer in a book he has for
this purpose.  He retains this book as a record of his purchases.

Our view

83. We consider that, although Peter does not make a
contemporaneous record of each individual transaction, the daily
summaries in the takings' and purchases' books of the cash
received and the purchases made explain the essential features of
all of his transactions and enable his taxation liability to be readily
ascertained (see paragraphs 16 and 20 of this Ruling).

Previous Rulings
84. Taxation Ruling IT 2349 is now withdrawn.  To the extent that
the principles in that Ruling are still applicable, we have incorporated
them into this Ruling.
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Australian
Taxation
Office

Taxation Ruling
Income tax:  record keeping - taxi industry -
guidelines for recording taxi takings

This Ruling, to the extent that it is capable of being a 'public ruling' in
terms of Part IVAAA of the Taxation Administration Act 1953, is a
public ruling for the purposes of that Part.  Taxation Ruling TR 92/1
explains when a Ruling is a public ruling and how it is binding on the
Commissioner.

What this Ruling is about
1. This Ruling sets out our views on what are sufficient records for
the purposes of section 262A of the Income Tax Assessment Act 1936
('the Act') to record income from taxi takings.

2. This Ruling should be read in conjunction with Taxation Ruling
TR 96/7, 'Income tax: record keeping - section 262A - general
principles'.  TR 96/7 explains the general application of section 262A
to a person, including a company, carrying on a business.

3. Paragraph 7 of TR 96/7 envisages that we may issue further
Rulings or Determinations on record keeping as we identify needs.
We consider that the taxi industry is an industry which has record
keeping issues which need specific explanation.

Class of person/arrangement

4. This Ruling applies to the operators of taxi licences/plates
('operators').  For the purposes of this Ruling, we consider that an
operator is a person who either:

(i) owns a taxi licence/plate and conducts a business of plying
a taxi cab for hire;

(ii) leases a taxi licence/plate and conducts a business of
plying a taxi cab for hire;  or

(iii) acquires total operational control of a taxi licence/plate
and a business of plying a taxi cab for hire, under an
agreement whereby the owner of the taxi licence/plate is

other Rulings on this topic

TR 96/7
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indemnified against all costs and liabilities in respect of
the operation of that business.

5. We consider that the responsibility for keeping the records set
out in this Ruling rests with the operator as defined in paragraph 4
above.

6. There are also cases where the owner or lessee passes on the
management of a business of plying taxi cabs for hire to another
person, but that other person does not assume total control of the
business.  Often the owner or lessee will maintain some operational
control of the business.  In these cases, the other person may keep the
records on behalf of the owner or lessee.  However, the responsibility
for keeping those records still remains with the owner or lessee.

Definitions
7. For the purposes of this Ruling:

'takings' includes passenger hire fees, tips/gratuities and income
arising from courier services;

'taxi lessee' is a person who leases a taxi licence/plate from a
taxi licence/plate owner and assumes total responsibility for the
taxi operation, the maintenance of all or most of the equipment
and total risk of the business operation.  The leases would
generally be of a long-term nature and be approved/registered by
the relevant State or Territory transport licensing authorities;

'taxi owner' is the legally licensed owner and holder of a taxi
licence/plate;

'taxi licence/plate' is an authority granted by a State or Territory
to ply a taxi cab for hire.

Ruling
8. Section 262A of the Act requires operators to keep records that
record and explain all transactions engaged in by them that are
relevant for any purpose of the Act.  In paragraphs 9 and 10 of TR
96/7 we take the view that a record will 'explain' transactions engaged
in by a person if it contains information which will enable Australian
Taxation Office ('ATO') staff with accounting skills to understand the
essential features of the transactions.  The content of the information
needed in a record will depend on the circumstances of each case.  Our
view, generally, is that the minimum information required by ATO
staff with accounting skills to understand the essential features of
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transactions which relate to a person's income is the date, amount and
character of the transactions.  We also recognise that, in some
circumstances, ATO staff need other information in order to
understand the essential features of the transactions.

9. In respect of the taxi industry, we consider that operators should
keep the following records:

(i) the full identity details of all persons who derive income
from driving the operator's taxis ( i.e., name, address, taxi
driver licence number);

(ii) the details of each operational taxi shift (i.e., date, identity
of driver, distance travelled, shift hours, total takings for
each shift, shift expenses);  and

(iii) the details of the arrangements between the operator and
drivers as to how they will apportion shift takings (i.e., set
pay-in, percentage pay-in) and the amounts apportioned to
the operator and the drivers for each shift.

10. In paragraph 11 of TR 96/7 we take the view that it is not
necessary for a person to keep a record of each individual transaction
where any records of the individual transactions provide no additional
information about the essential features of the transactions than does a
record of the transactions as a group.  The following paragraph sets
out how we believe this principle applies in the taxi industry.

11. In the taxi industry, generally, drivers record information as to
the date, amount and character (i.e., hire charge, tips, etc.) of the
takings for their shift on a shift summary such as a pay-in slip,
envelope or worksheet.  They also record the other information
required in paragraph 9(ii) above on these shift summaries.  We
consider that any record made by a driver of each individual hire
transaction provides no additional information about the essential
features of the operator's takings than does the information provided
on the shift summaries.  Where drivers do not fill out shift summaries,
operators must make a record of the details that would be on the shift
summaries at the end of each shift.

12. All records must be kept for the statutory period (5 years) as set
out in subsection 262A(4) of the Act.

Date of effect
13. This Ruling applies as from its date of issue.



Taxation Ruling

TR 96/11
page 4 of 6 FOI status:   may be released

Explanations
14. We have explained the purpose of section 262A and the
meaning of 'record and explain all transactions' in paragraphs 27 to 35
of TR 96/7.

15. In the taxi industry, we consider that a record which contains
only information as to the date, amount and character of a transaction
is not sufficient to record and explain the transaction.  We consider
that it is necessary for us to know the full identity details of all drivers
because these details enable us to check whether operators have
included takings from all drivers in their income and to verify the
details as to how the operators and the drivers split the takings .

16. We consider that the details relating to the date and total takings
for each operational shift enable us to ascertain the date, amount and
character of the income.  The details relating to the identity of the
driver, distance travelled and shift hours enable us to be assured as to
the accuracy of the takings figures for that shift by determining
whether the total shift takings are consistent in relation to the distance
travelled and shift hours.  The details relating to shift expenses allow
us to reconcile the total takings to the net takings.

17. The details in relation to the apportionment of the takings enable
us to determine how the transactions affect the amount of each
person's liability under the Act.

18. We consider that operators can record and explain all
transactions relating to takings from taxi fares as a group rather than
individually.  This is because the details of each individual passenger
and individual fare provide no additional information as to the
essential features of the transactions than does a record of these
transactions as a group.  We consider that the information contained
on the shift summaries is sufficient to enable ATO staff to ascertain
the income of the operator.  The retention of these shift summaries
also enables ATO staff to verify the details contained in any
consolidated takings records that an operator may keep.

Examples
Example 1

19. Taxi licence/plate owner (Alan) engages a taxi driver (Brian) to
drive taxi shifts for a percentage/proportional share of the shift
takings.

20. Alan is required to keep records as outlined in this Ruling.
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Example 2

21. Taxi licence/plate owner (Alison) leases her taxi licence/plate to
a taxi lessee (Barbara) for exclusive use of the taxi licence/plate for
one year.  The lease is registered with the relevant State transport
authority.

22. Barbara is required to keep records as outlined in this Ruling.

Example 3

23. Taxi licence/plate owner (Amir) enters into an arrangement with
a taxi driver (Baldev) to use the taxi on specified periodic taxi shifts
for which the Amir receives a set amount.  The agreement is not
registered with the relevant State transport authority.

24. Amir is required to keep records as outlined in this Ruling.

Example 4

25. Taxi licence/plate owner (Adriana) enters into an arrangement
with a taxi driver/manager (Bruno) to oversee the business of
operating her taxi licence/plate.  Bruno engages a taxi driver
(Christina) to drive specific taxi shifts.

26. Bruno is responsible only where total operational control for all
aspects of the business of operating the taxi licence/plate passes from
Adriana, and Bruno indemnifies Adriana against all costs and
liabilities in respect of the operation of the business.  Where this is so,
Bruno is required to keep records as outlined in this Ruling.

27. Where total operational control does not pass, Adriana is
responsible, and is required to keep records as outlined in this Ruling.

Example 5

28. Taxi licence/plate owner (Austin) enters into an arrangement
with Best Cabs, the local taxi co-operative, to manage the business of
operating the taxi licence/plate.  Best Cabs engages various drivers to
drive taxi shifts and indemnifies Austin against all costs and liabilities
in respect of the operation of the business.

29. Best Cabs is required to keep records as outlined.
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