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Commonwealth of Australia 

Competition and Consumer Act 2010- subsection 93 (1) 
NOTIFICATION OF EXCLUSIVE DEALING 

To the Australian Competition and Consumer Commission: 

Notice is hereby given, in accordance with subsection 93 {1) of the Competition and 
Consumer Act 2010, of particulars of conduct or of proposed conduct of a kind 
referred to subsections 47 (2), (3), (4), (5), (6), (7), (8) or (9) of that Act in which the 
person giving notice engages or proposes to engage. 

PLEASE FOLLOW DIRECTIONS ON BACK OF THIS FORM 

1. Applicant 

(a) Name of person giving notice: 

First Class Taxis Pty Ltd 

(b) Short description of business carried on by that person: 

First Class Taxis Pty Ltd is a taxi management company. Part of its bu~im::~s 
model is to act as a Bailor for taxi cabs under its management to taxi drivers 
(Bailees). It has giO\'Illl from 1 licence under management in 1995 to today 
managing and leasing 73 taxi licences on the Gold Coast. This business 
success in the very competitive taxi industry has been achieved by setting in 
place major infrastructure, workforce and IT resources. The continued 
success of First Class Taxis Pty Ltd's business is based upon the continual 
monitoring oftaxi driver (Bailee) performance. This incJudcs financial, 
Occupational Health & Safety (OH&S), fatigue monitoring, extensive 
driver training as well as 24/7 driver and breakdown support facilities. The 
end result is the continual increase in service levels and satisfaction from 
the travelling public. First Class Taxis Pty Ltd offers full mechanicaL panel 
beating, Road Worthiness Certificate and LPG Certificates to the taxi 
industry and the public. 

First Class Taxis Pty Ltd is a taxi management business and docs not act in 
any capacity as a network call centre or dispatch centre. It does not sub 
lease taxi licences or operate a set pay in operation. All Bailees sign and 
operate under a Taxi Bailment Agreement setting out the operating 
conditions of both Bailor and Bailee. Every Bailee's income is on a 
commission basis will full Comprehensive Insurance and Personal Accident 
Injury insurance coverage supplied by First Class Taxis Pty Ltd. 

(c) Address in Australia for service of documents on that person: 

First Class Taxis Pty Ltd PO Box 2499 Burleigh DC QLD 4220 
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2. 1\otified arrangement 

(a) Description of the goods or services in relation to the supply or acquic.,irinn 
of ,,vhich this notice relates: 

This notice relates to the use, and/or acquisition ofEFTPOS (Electronic 
Funds Transfer at Points of Sale) terminals and services that arc used in ta.-xl 
cabs to process passenger fares. 

In this notice, EFTPOS Services relates to the electronic recording, storage 
and auditable accounting system associated vvith each EFTPOS system 
transaction. 

(b) Description of the conduct or proposed conduct: 

First Class Taxis Pty Ltd proposes to require each Bailee to use :md/c;r 

acquire EFTPOS Facilities only from a supplier approvc;d by Firsi Class 

Taxis Pty Ltd ("Approved Supplier"). 

First Class Taxis Pty Ltd will reasonably approve EFTPOS Suppl!~:s :.h...:t 

satisfy an of the follov .. ing criteria: 

1) Provide a payment system which allows the Bailee to process Eon-cas:: 

payment systems. 

2) Provide a payment system which does not permit payment r;( ;J.nv 

monies (excluding Bailee commissions, rebates) into an accoun:: oth~r 

than those accounts nominated by First Class Taxis Pty Ltd i11 

conjunction with the Bailee. First Class Taxis Pty Ltd -;hall rcqum U~t; 

Bailee to accept as a condition of the First Class Taxis Pty Ltd RadnH:~nt 

Agreement that ALL monies from EFTPOS Transactions (cxc!udini.5 

Bailee commissions, rebates) be deposited into a bank account 

nominated by First Class Taxis Pty Ltd in conjunction with the Bailee. 

3) Provide processing services which facilitate the distribution betwe~n 

First Class Taxis Pty Ltd and the Bailee of passenger fares received by 

.... vay of EFTPOS. First Class Taxis Pty Ltd shall require the Bmke ~cl 

accept as a condition of the First Class Taxis Pty Ltd Bailment 

Agreement that a copy of ALL transaction reports (daily, bi "''eeldy, 

weekly or monthly) issued by the EFTPOS Supplier be also sent to first 

Class Taxis Pty Ltd for accountability, reconciliation, auditing a::d 

record keeping purposes. 

("Criteria") 
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3. Persons, or classes of persons, affected or likely to be affected by the 
notified conduct 

(a) Class or classes of persons to which the conduct relates: 

The Bailecs (taxi cab drivers). 

(b) Number of those persons: 

(i) At present time: 

280 

(ii) Estimated within the next year: 

The number of taxi cab vehicles under management and leasing at First 

Class Taxis Pty Ltd has remained steady for the last 2 years. Based upon the 

current economic climate and the fact taxi licences are regulated hy the: 

Queensland Government (Transport and Main Roads TMR) First Class 

Taxis Pty Ltd envisage the current numbers will remain steady for the next 

few years. 

As such the number of active Dailees will remain about the same 280. 

(c) \Vhere number of persons stated in item 3 (b) (i) is less than 50, their names 
and addresses: 

Not Applicable. 

4. Public benefit claims 

(a) Arguments in support of notification: 

TRANSPARENCY AND ACCOUNTABILITY 

Taxi passengers as end customers of First Class Taxis Pty Ltd, as well as 

members of the general public, will benefit from a transparent and 

accountable EFTPOS system. 

EFTPOS terminals and services that satisfy the "Criteria" will allo~ the 

passenger the option of electronic payment at the end of the journey. If the 

passenger elects to pay by EFTPOS then a receipt will be issued to confim1 

the transaction. A copy of the receipt will be given to the passenger and a 

further copy will be printed for the Bailee. At the completion of the Bailee's 

shift, the Bailee will place ALL EFTPOS transaction receipts into the pay-in 

envelope. These receipt numbers will also be recorded in the bailee pay-in 
computer entry. 

The Approved Supplier will deposit all monies (excluding Bailee 
commissions, rehates) into a hank account nominated hy First Class T::nds 
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Pty Ltd in conjunction with the Bailee. This allows for bank sl:ttlemenl 

statement reconciliation of the transaction. 

The Approved Suppliers will also send a bi-weekly, weekly, fortnightly or 

monthly report of all transactions occurring in all vehicles with the details 

of date, time, amount and Driver Authority (DA) number. This allovvs r irst 

Class Taxis Pty Ltd to verify each transaction with date, time, Driver 

Authority (DA) and fare amount. 

Taxi passengers will benefit from these records because the records will be 

used for dispute resolution and anti-fraud confirmation. Currently, First 

Class Taxis Pty Ltd handles on average five (5) EFTPOS Transactio!"! 

disputes per week. The recording system outlined above allows Fir~t Class 

Ta.xis Pty Ltd to electronically and manually locate the dispttLeci , ; 

fraudulent receipts and verify the transaction status. The ability to cnmpare 

receipts, bank statements and transaction report statements will enstm~ t:•m 
any fraud or discrepancy can be assessed via a reliable reconciliatic:: 

process. 

Thus, the "Criteria" allows for an auditable process to occur when the :1ccd 

arises, as it frequently does. 

This recording system and the ensuing transparency and accounta'"'llity 

cannot be achieved if first Class Taxis Pty Ltd is not able to monit•Jr and 

verify EFTPOS Terminal transaction receipts, bank settlement statt:mcr:ts 

and Approved Supplier Transaction reports. 

The general public also benefit from the recording system described at"lc, vc 

because the records will also be used for Australian Taxation Officl! (ATO) 

auditing, PA YG and GST reporting. This includes Bailee GST reporting 

and taxation reporting. These records are also used for the yearly 

Queensland Transport (TMR) Operator Accreditation auditing. 

The system will also assist in the accountability of Bailees w the 

Department of Immigration & Citizenship, or other authorities. 

QUALITY CONTROL 

Taxi passengers, as well as the Bailee's, will also benefit from better quality 

control of the transaction. 

This quality control comes from have the full ability to record and store nil 

journey transactions, receipts and the ability to reconcile this with bank 

settlement statements and EFTPOS Supplier transaction reports. 
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The business of First Class Taxis Pty Ltd is to manage and lease taxi 
licences of behalf of licence plate owners. The gross income for the Taxi 

Licence Owner and Operator is derived based on a percentage commbsion 

of vehicle turnover. The bailee's income is also derived as a percent<tge uf 
vehicle tum over for their designated shift. 

To ensure the correct income is calculated First Class Taxis Pty Ltd relies 

upon the Bailee to submit the correct total shift income. This shift income is 
the total of all cash, EFTPOS, docket and account tmnsactions. 

The "criteria" will allow First Class Taxis Pty Ltd to ensure the concct 

receipts, transaction reports, bank statements as well as all fare monies is 

deposited into the specified account. This ability to reconcile with the 

EFTPOS Suppliers Transaction Reports, bank statements and indi\ idual 

Bailee transaction receipts will result in the correct public fare payment as 

well as commission to the Bailee, Operator and Owner thus ensuring the 

quality of the transaction is correct and verifiable. If the Bailee is nor 

required to submit the monies into a specified bank account than First Class 

Taxis Pty Ltd will be unable to verify via bank statements and transaction 

reports. First Class Taxis will be unable to ensure the correct amount h.:rs 

been paid for the journey. This may result in the travelling public being 

incorrectly charged with no auditable process to dispute the payment. It will 

also result in the Taxi Licence Owner and Operator not receiving the coJTCct 

shift percentage commission and gross income. Ultimately this will result in 

a reduction in Owner and Operator income and the incorrect income 

reporting for the Bailee. This has ATO ramifications as the responsibility 

for all transaction record keeping lies with the Taxi Licence Operator not 

the Bailee. 

This process of reconciliation and quality control also allows for Taxi 

Licence Owner, Bailee and Operator A TO PA YG and GST reconciliation. 

These financial reporting requirements are also required at audits conducted 

yearly by Queensland Transport (TMR). 

This quality control relies upon the ability of First Class Taxis Pty Ltd to 

have in storage every transaction receipt with a reconcilable bank settlement 

statement and EFTPOS Supplier Transaction Report. This will ensure the 

quality control of the EFTPOS transaction the travelling public expect and 

demand in the changing mobile EFTPOS transaction. 

Public benefit comes from the ability of First Class Taxis Pty Ltd to recover 

and track from every transaction: date, time, Drivers Authority (Dr\) and 

fare amount. 
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Please find attached 2 examples of acceptable EFTPOS ~uppt:er 

Transaction Reports. 

(b) Facts and evidence relied upon in support of these claims: 

First Class Taxis Pty Ltd relies upon the description and arguments <:cl ••ni in 
items l(b) and 4 (a). Please find attached evidence and facts to support ~he 
claim. 

5. l\larket definition 

Provide a description of the market(s) in which the goods or <,c;,:Iccs 
described at 2 (a) are supplied or acquired and other affected markets 
including: significant suppliers and acquirers; substitutes availabll.! for t:;c 
relevant goods or services; any restriction on the supply or acquisiticm ·':1f 
the relevant goods or services (for example geographic or legal restrictions): 

The market can reasonably be defined as the market for the <,upply ~~ f 

EFTPOS services in Australia. 

The EFTPOS market has gwwn significantly. Almost all busines~t:~ rc(_uire 

EFTPOS facilities, the market is large and im:ludcs all major banks ar:d 

financial institutions. The Taxi industry is not immune to the pendrati,.,n : f 

EFTPOS facilities. The industry has Cabcharge, Ta\:iEPay (\Vcstpu;;l, G\·1 

EFTPOS (StGeorge), Cabfare (National Billing Groups). Ta'<i Award-: Pty 

Ltd to name a few. 

6. Public detriments 

(a) Detriments to the public resulting or likely to result from the notification, ~r: 
particular the likely cfTect of the notified conduct on the prices of the goods 
or services described at 2 (a) above and the prices of goods or seni.-.:es in 
other affected markets: 

first Class Taxis Pty Ltd considers that the proposed arnmg~.:mcnt will 

result in limited, if any, public detriment because of the following reasons 

(categorised into relevant sections of the public): 

CUSTOMERS 

(1) Taxi passengers arc charged a service fee for using lht: mobile 

EFTPOS facility in a taxi cab. Currently all terminal providers 

charge a flat 10%. This service fee has remained the smne ~ven 

though more entrants have come into the market. ThercfC1rc :he 

level of competition in the relevant market will most likt'ly nor 

have a financial impact on the taxi passenger. This scr. kc fcc 

is advised to the passenger via the Bailee verbally and ,·:a 

stickers placed inside and outside of the taxi cab. Any finunr.illl 
benefit!' come from the ability of First Class Taxis Pty LtJ li' 

Page 6 of 14 



negotiate more favourahle trading terms and condition.;;. rlea'>e 

find attached examples of two transaction receipts from 

separate EFTPOS Suppliers showing the 10% service fee. 

(2) The proposed conduct docs not torcclose to any cxt<.:nt the 

customer's ability to choose whether they wish to pa:· for the 

journey with cash, credit card, dehit card nr an approYecl 

voucher system. 

BAILEES 

(1) Bailee's can still decide which supplier they \Vant t<J us<.:, 

provided the supplier can satisfy all the "criteria'' conditivns. 

EFTPOS SUPPLIERS 

(l) The purpose of the proposed arrangement is not t') den' a:nr 

EFTPOS Supplier but to establish and maintain .:.omc ::>y:,tt.:ftJ 

of quality control over the product and ~ervicec. a:,sociated 

with it. The ability to reconcile the transaction vi<t a!! 

auditable process allows First Class Taxis Pty Ltd t() offer il 

quality product to the customer with ail the advantages 

explained above. 

(2) EFTPOS Suppliers have the ability at any time r(' arprc•ach 

First Class Taxis Pty Ltd to be added to the ~\ppruH:d 

Suppliers list where the "criteria· are meL First Class Ta:<J s 

Pty Ltd will not unreasonably refuse or den) a Supp1ioer3 

request to be considered and added to the Appro' ed Suppliers 

list if the "criteria" is met. 

(b) Facts and evidence relevant to these detriments: 

Annexed to this notice and marked "A" are the copies of tax invoices from 

two competing EFTPOS Suppliers. It shows that both competitors impnse 

the 1 0% service fee. 

Annexed to this notice and marked "B" are the examples of acceptahk 

EFTPOS Supplier Transaction reports. From these examples it shows 

clearly Driver Authority (DA), Taxi Cab Nwnber (Taxi ID), Date, Time, 

Journey Fare Amounts. 
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7. Further information 

(a) Name, postal address and contact telephone details of th~: person al![hori c,cd 
to provide additional infonnation in relation to this notification: 

Mr Shane Smith 

First Class Taxis Pty Ltd 

PO Box 2499 

Burleigh DC QLD 4220 

0755221525 

Daled ......... \~.-:..qJ.~.-~.Q~ ............................. . 

~-~-~.
1

:.~~-~71.k~~~~ .................. . 
(Signature) 

......... ~\~ ..... ~C~ ... >.>:~:-E\ ................. . 
(Full Name) :\ 

............. h!'?.~~---~ ... ~~ ... \.: ...... ~:r. ... 
(Organisa~}~l)A. ~ . 
................ 1..: .. ~ ..... ':='1!-:: ..................................... . 
(Position in Organisation) 

AUST. COMPETITION & 
CONSUit~ER COMMISSION 

C'~.:-·~·::·"?:<:1. 



DIRECTIONS 

l. In lodging this f01m, appJicants must include all information, including supporting 
evidence that they wish the Commission to take into account in assessing th,!ir 
notification. 

Where there is insufficient space on this form to furnish the required information, 
the information is to be shown on separate sheets, numbered const::cutively and 
signed by or on behalf of the applicant. 

2. If the notice is given by or on behalf of a corporation, the name of the corporatiun 
is to be inserted in item l (a), not the name of the person signing the notice, and 
the notice is to he signed by a person authorised by the corporation to do so. 

3. Describe that part of the business of the person giving the notice in the course of 
the which the conduct is engaged in. 

4. If particulars of a condition or of a reason of the type referred to in section 4 7 .·>f 
the Competition and Consumer Act 2010 have been reduced in whole or in pan to 
\\<Titing, a copy of the writing is to be provided with the notice. 

5. Describe the business or consumers likely to be affected by the conduct. 

6. State an estimate of the highest number of persons with whom the entity giving 
the notice is likely to deal in the course of engaging in the conduct at any time 
duringthencxtyea~ 

7. Provide details of those public benefits claimed to result or to be likely to result 
from the proposed conduct including quantification of those benefits where 
possible. 

8. Provide details of the market(s) likely to be affected hy the notified cunduct, in 
particular having regard to goods or services that may be substitutes for the good 
or service that is the subject matter of the notification. 

9. Provide details of the detriments to the public which may result from the proposed 
conduct including quantification ofthose detriments where possible. 
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4 (b) Facts and evidence relied upon in support of these claims: 

This Notification is to clarify the position of First Class Taxi~ Pty Ltd. The "criteria'' 
has been amended based on issues raised by ~'Interested Parties" and the ACCT. 
Below are exerts from the Australian Taxation Office regarding record keeping in the 
Taxi Industry. As Operator of the Taxi Service Licence (TSL) First Class Taxis Pty 
Ltd takes its legal responsibilities seriously. 'Ibe procedures on which the "criteri;-J' 
are based along with the driver pay in entries and the Bailment Agreement allo,vs 
First Class Taxis Pty Ltd to maintain the level of record keeping that satisfic~ 'JUth tJ-.e 
ATO and Queensland Transport (Dept ofTMR). 

Please find attached the ATO Taxation Ruling TR 96/11 

ATO TR 96/ll 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 nperator 
is a person who either: 

(2) leases a taxi licence/plate and conducts a business of plying a taxi cah 
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 

aho\·e." 

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 operator~ 
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, identi~· 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. 
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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 
\'erify 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 A TO staff to ascertain the income of the 
operator. The retention of these shift summaries also enables A TO staff to 
''erify the details contained in any consolidated takings records that an 
operator may keep" 

V./c 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. First Class Taxis Pty 
ltd therefore require as part of its "criteria" to have "processing services 
which facilitate the distribution between First Class Taxis Pty Ltd and the 
Bailee". As part of the Bailment Agreement the Bailee will agree that "a cop}' 
of ALL transaction reports (daily, bi-weekly, weekly or monthly) issued 
by the EFTPOS Supplier be also sent to First Class Taxis Pty Ltd for 
accountability, reconciliation, auditing and record keeping purposes", 

If the Bailee and the EFTPOS Supplier can meet these conditions then our 
"criteria" is met and the Suppliers EFTPOS terminal will be approved. 

The Operator's legal requirement is removed by giving all authority to the 
Bailee. The operator's ability to assist in fraud and misuse investigation i~ 
fully removed. The operator's and taxi licence owners income is also greatly 
affected if the Bailee is not required to submit all income generated from their 
shifl in a taxi cab. 
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ELECTRONIC Vs CASH FARES 

First Class Taxis Pty Ltd operates solely within the Gold Coast Taxi Serqce 
Area. As the Gold Coast relies heavily upon tourism and the holiday seasons 
then the percentage ofEFTPOS varies greatly. It also varies depending upt•n 
'\.\-hat day of the week it is. As a percentage the EFTPOS represents anything 
from 30% up to 60% of all in vehicle transactions. As you can now understand 
if First Class Taxis Pty Ltd is wmhlc to recover EFTPOS monies via a 
standardised bank account with reconciliation procedures then a large <tmot;n'. 
of cash flow and Taxi Licence Owner income will remain unaccountable. Thi!' 
\\ill also affect our ability as Operators to substantiate driver and O\Vncr 

income for the A TO, Dept of Immigration & Citizenship and QLD Tnmspnr~ 
(T\1R). This will also limit our ability to assist in any fraud or dispute 
investigation. 

Fl;TURE TECHNOLOGY 

The aim of the Notification is not to reduce competition but to eusurc ttl,· 
EFTPOS providers supply First Class Taxis Pty Ltd with the necessary 
infrastructure, processes and auditahle papcnvork for First Class Tax\:, Pcy LtO:: 
to comply vv·ith its A TO, QLD TMR audit and publi<.: accountability ani.! 
transparency. 

As an Operator we have to view the terminal as an integral part of th.: ,)\'emil 
EFTPOS sysll:m and how it is implemented in to our business. 'I here is :o.ir:tply 
more than just a terminal and a statement. There is receipt rcconciliutiot! ~~)r 

our entire fleet of 74 vehicles every 12 hours at every shift change over. The:-(: 
is banking reconciliation to ensure all Bailees, TSL Owners and we :ts 
Operators are paid correctly. There is fraud and misuse investigation. There ;s 
storage of records, staff training, staff retraining for new units, Bailee train n:g, 
spare parts. We take our responsibility for ATO and QLD TMR auditing very 
seriously and not providing the "criteria" severely limits our business a::, 

Operator. We require and expect transparency and accountability if it not forth 
coming it undem1ines our business and our ability to operate our business 

The taxi industry is unique in that the EFTPOS must operate in a dynamic 
mo\'ing environment it is simply not attached to a sales counter. Thi~, means 
the consumer has the right and expectation that each transaction is fully 
accountability and transparency. Simply using a basic EFTPOS terminai off 
the counter docs not otTer the industry the required accountability, 
transparency and quality control. 
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1) V!'e have attached the L.E.K. QLD TAXI INDUSTRY REVIEW ECO}-;OMIC 
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 drh·er availability reduces and shift coverage reduces the Opc.-ator 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 recruiting and maintaining of Bailees. The r.axi 
driver (Bailee) is the cornerstone ofthe industry. They are the provider of:hc 
sc·rvice. As an Operator First Class Taxis Pty Ltd provides them with the tools 
to generate an income. We Bail the taxi cab in the required legislative 
roadworthy condition. We invest time and money in driver training, tatigue 
monitoring, shift and vehicle rostering, vehicle maintenance and breakdown, 
call out facilities. All these business functions are based on our ability tn 
recruit and maintain the best drivers from our industry. First Class Taxi:, Pty 
Ltd understands the precarious state the Australian and Queensland Taxi 
industry is in with the lack of qualified taxi drivers. As the LEK Industry 
Review points out the number of drivers entering the industry is far below th<.: 
level to sustain the current taxi shifts available. There are not enough new 
drivers entering the industry to maintain the current required service levels. 

Ultimately First Clac;s Taxis Pty Ltd must maintain its current Bailee numbers. 
The largest fixed costs in the industry are with the Operator. l he Bailment 
Agreement is not an employment contract that locks the Bailee or the Bailor 
in. it can be ceased at any time. The Bailee if not satisfied with our Bailment 
Agreement can cease offering their services as a Bailee to first Class 'l axis 
Pty Ltd. TI1e Bailee has a choice to operate with the "criteria" or not There are 
many Operators on the Gold Coast that do not have enough Bailee's tc• cover 
all their shifts and if the end result is Bailee's leaving First Class Taxis Pty I.td 
then these other Operators will benefit and First Class Taxis Pty Ltd suffer. 
l..~ ltimately the decision is with the Bailee to which Bailment Agreement they 
will operate under. If they feel restricted then ultimately this Notification is at 

the detriment of First Class Taxis Pty Ltd as a taxi management business. 
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First Class Taxis Pty Ltd aim is to maximise Bailee income thus maximising 
First Class Taxis Pty Ltd income and Taxi Licence Owner income. 

By approving this ~otification it wiU allow First Class Taxis Pty I ,td !P 

continue to operate its business with full accountability, transparency ;md 
reconciliation. 

Please contact me directly if you require any further infom1ation with rcga;-d 
to this Notification. 

Yours sincerely 

Shane Smith 
Manager 
First Class Taxis Pty Ltd 

Pleas!.! find attached: 

1) TR 96/11 
2) TR 96/7 
3) LEK Qld Taxi industry Review 
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lf A I) 

CABCHARGE: 
TAH INVOICE 

GOLDCOASTCABS 131008 
TAXI W QLD 
MERCHANT 1 D: -~~Lf 
TERMINAL ID: .. 
CLIENT 10: 
DRIVER DA: _-... 
DR I IJER ABN: ......_... 
------------ --·---....... ---........ -. ·~ . 
PICJ< UP :SUBURBS 
DEST :BROADBEACH 
CA.RD:3760"i9 005 
E~P1RV: 02/12 
AI'1E>-! CHARGE A/C 
---·---------·-- .. ------·--- ~--
FAF:E 
OTHER CHARGES 

E:..-tr·as: 

$17.20 
$0.00 

-----------........ ~~- ---·--·- ~-. 
TOTAL FARE $17.20 
If·4C. GST 

SERtJ ICE FEE $1 • 72 
GST ON SERVICE FEE $0.17 
---~---------- ---------- ... -
TOTf~ ALID $19.09 

:/~. 
- ~-----·-----· 
S GNATURE: 
*** DRIVER RECEIPT *** 

11/09/11 15:16 044022 



[Live }taxlflay 
TAX INVOICE 

EFTPOS FROM WESTPAC 

TAXI !D 
DRIVER 10 
TRANSACTION 0809110101 
TIME 08SEP11 18:~3 
PICK UP Suburbs 
DROP OFF Suburbs 
FARE $30.45 
OTHER CHA~GEG 50.00 
{inc. GST) 
SERVICE FEE 53.05 
GST ON SVC. FfF $0.31 
---------~--~-----------
TOTAL $33.81 

•-------·EFTPOS--------• 
TERMINAL ;o 
MERCHANT !D 
1NVIROC 
T !ME 
STAN 
MASTERCARD 
MasterCard 

000262 
08SEP11 18:42 

000361 
CREDIT 

AID: A0000000041010 
TC ADE17F4FDD5A0198 
CARD ...... 6175(C) 
AUTH JD R0/429 
SALE S33.81 
rOTAl AUOS33.81 

APPROVED 00 
~---------~-------~----~ 

:IIVe] taxlEpay 
------------~---------~-

SH!FT REPORT 

----BATCH SfART---
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SOFTWARE Tax:POS 100 
TAXI !0 
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Operator Payment Report 

Payment Reference No: 02011 F1,1141fl 

Payment Date: 

Period From: 
Period To: 

16/12/201 1 
i2!12.'20i 1 
14'12.'2(1 ~ 1 

Member ID: 6111 Trading Name: Firs: C " T;wis Name: Leonie Smith 

Taxi ld Driver ld Terminalld Batch If Pay Docket Date Fare Extras 
Method 

GCOi 17 77322878 72797353 111200 Debit 11/12/2011 22:1·1 $17.00 $0.00 

GC0117 77322878 72797353 111200 Debit 12/1 ?/2011 01:58 $18.70 so.oo 
GC0117 77322878 72797353 121200 MastHCwd : 2J 1 ?i20' 1 19:48 $39.10 so.oo 
GC0117 77322878 72797353 131200 AMEX 13i12/2011 21:51 $52.40 S2.00 

GC0117 77322878 72797353 131200 Visa 14/12/2011 00:39 $14.40 $0.00 

GC0117 77322878 72797353 131200 Debit 141121201102:28 $17.50 $0.00 -·-- - -
Sub-Total for Terminal 72797353 $159.10 $2.00 

Total for Payment Run No: 0201112161419 $159.10 $2.00 

Important note: Changes to payments due to public holidays 
Tuesday 27/12 payment will now be processed Thursday 29/12 
Tuesday 3/1 payment will now be processed Wednesday 4/01 
We apologise for any inconvenience and wish you and your families a safe and happy holiday season. 

Operator Pay Run Report (Detail) Payment Ref No: 0201112161419 

Payment Date: 16/12/2011 

Total Fare Commissions Total Paid 
(incl GST) 

S17.00 $0.51 $1"1.51 

S18.70 S0.56 $19.26 

$3S.1C S1.56 $40.66 

$54.40 S1.36 $5!).76 

S14.40 $0.58 $14.98 

S17.50 $0.52 $18.02 .... _. 
$161.10 $5.09 $166.19 

- -
$161.10 $5.09 $166.19 

Page 1 of 1 

(C)Copyright 2008 TaxiEpay Ply Ltd 
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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 JVAAA of the Taxation Administration Act 1953, is a 
public ruling for the purposes of that Part. Taxation Ruling TR 9211 
explains when a Ruling is a public ruling and how it is binding on the 
Commissioner. 

What this Ruling is about 

I. Section 262A ofthe 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 ('A TO') 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 A TO 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 A TO 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(l) 
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 



Taxation Ruling 

TR 96/7 
FOI status: may be released page 3 of20 

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 A TO 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 I 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 A TO 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 A TO 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 

1 7. 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(l), 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 ofthis Ruling) 
and then retain it. 

19. Where subsection 262A(l) 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 A TO 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 1 7 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(l), 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 A TO 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 A TO 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) ofthe 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(l), 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 ofthe 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(l ). 

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(l) 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 ofthe 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(l ). 

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 



Taxation Ruling 

TR 96/7 
FOI status: may be released page 11 of20 

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(l ), 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(l). 

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(l) 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 2 70(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. 



Taxation Ruling 

TR 96/7 
page 14 of20 FOI status: may be released 

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 A TO 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 
A TO 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 A TO 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, A TO 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 staffto 
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 A TO 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 A TO 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 ofthis 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. 

Example3 

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 ofthis 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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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 rulingfor 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 9617, 'Income tax: record keeping- section 262A- general 
principles'. TR 9617 explains the general application of section 262A 
to a person, including a company, carrying on a business. 

3. Paragraph 7 ofTR 9617 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 oftaxi 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 
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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 1 0 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 ('A TO') 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, A TO 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 9617 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 of6 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 3 5 
ofTR 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 A TO staff to ascertain 
the income of the operator. The retention of these shift summaries 
also enables A TO 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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Example2 

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 ofthe 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 ofthe operation of the business. 

29. Best Cabs is required to keep records as outlined. 
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L.E.K. 

Context and Disclaimer-Terms of Access and Receipt 

• L.E.K. Consulting Pty Ltd (L.E.K. Consulting) wishes to draw the following important provisions to your attention prior to your receipt of or access to the L.E.K. report 
(the L.E.K. Report) including any accompanying presentation and commentary (the L.E.K. Commentary). 

• The L.E.K. Report and any L.E.K. Commentary have been prepared for Department ofTransport and Main Roads (the Client) in accordance with a specified scope 
of work described in the letter of engagement with the Client (the Engagement Letter). L.E.K. Consulting may provide upon request a copy of the Engagement 
Letter; 

• Any person or entity (including without limitation the Client) which accepts receipt of or access to the L.E.K. Report and any L.E.K. Commentary (the Recipient) 
agrees to be bound by the terms and conditions set out below; 

• In receiving or accessing any part of the L.E.K. Report and any L.E.K. Commentary, the Recipient acknowledges that: 

L.E.K. Consulting has not been asked to independently verify or audit the information or material provided to it by or on behalf of the Client or any of the 
parties involved in the project; 

the information contained in the L.E.K. Report and any L.E.K. Commentary has been compiled from information and material supplied by the Client and 
other third party sources and publicly available information which may (in part) be inaccurate or incomplete; 

L.E.K. Consulting makes no representation, warranty or guarantee, whether express or implied, as to the quality, accuracy, reliability, currency or 
completeness of the information provided in the L.E.K. Report and any L.E.K. Commentary or that reasonable care has been taken in compiling or preparing 
them; 

no part of the L.E.K. Report or L.E.K. Commentary may be circulated, quoted or reproduced for distribution outside the Client's organisation without the prior 
written approval of a Director of L.E.K. Consulting; 

the analysis contained in the L.E.K. Report and any L.E.K. Commentary is subject to the key assumptions, further qualifications and limitations included in 
the Engagement Letter and the L.E.K. Report and L.E.K. Commentary, and is subject to significant uncertainties and contingencies, some of which, if not all, 
are outside the control of L.E.K. Consulting; and 

any L.E.K. Commentary accompanying the L.E.K. Report is an integral part of interpreting the L.E.K. Report. Consideration of the L.E.K. Report will be 
incomplete if it is reviewed in the absence of the L.E.K. Commentary and L.E.K. Consulting conclusions may be misinterpreted if the L.E.K. Report is 
reviewed in absence of the L.E.K. Commentary. The Recipient releases L.E.K. Consulting from any claims or liabilities arising from such an incomplete 
review; 

• L.E.K. Consulting is not responsible or liable in any way for any loss or damage incurred by any person or entity relying on the information in, and the Recipient 
unconditionally and irrevocably releases L.E.K. Consulting from liability for loss or damage of any kind whatsoever arising from, the L.E.K. Report or L.E.K. 
Commentary including without limitation judgements, opinions, hypotheses, views, forecasts or any other outputs therein and any interpretation, opinion or 
conclusion that the Recipient may form as a result of examining the L.E.K. Report or L.E.K. Commentary. The L.E.K. Report and any L.E.K. Commentary may not 
be relied upon by the Recipient, and any use of, or reliance on that material is entirely at their own risk. L.E.K. Consulting shall have no liability for any loss or 
damage arising out of any such use. 

• The L.E.K. Report and L.E.K. Commentary are strictly confidential and for the sole benefit of the Client. No person other than the Client (and the employees, 
directors, and officers of, and professional advisers to, the Client) or a Recipient (who has agreed to be bound the terms herein) may access the L.E.K. Report or 
L.E.K. Commentary or any part thereof. The Recipient undertakes to keep the L.E.K. Report and L.E.K. Commentary confidential and shall not disclose either the 
L.E.K. Report or L.E.K. Commentary or any part thereof to any other person without the prior written permission of a Director of L.E.K. Consulting. 
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L.E.K. Economic model 

L.E.K. has analysed the economics of individual conventional taxis in Brisbane 

• L.E.K. was engaged by DTMR to develop an economic model of the taxi industry with a focus on 
conventional taxis 

- the analysis is based on recent per shift earning reports and operating costs collected from five 
Brisbane operators covering -700 drivers 

- in addition, a number of interviews with key industry stakeholders have been conducted to 
supplement the findings 

• The model focuses on the earning potential and associated costs for a single conventional taxi operating 
within the Brisbane network 

- it captures the associated economics for each party along the lines of revenue, costs, and return 

• This analysis has been completed over an eight week period 

Note: This report is based on a point in time in the economic cycle 
and based on reported revenues and costs provided by a sample of 

Brisbane's taxi operators. Whilst it provides insights into the economics 
of the taxi industry, the economics of individual operators can 

differ substantially from the general picture provided in this document 

DTMR Taxi Industry Economic Model 2 
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L.E.K. Economic model 

The analysis is based on data collected in a relatively weak economic climate 

Australian Real GOP growth 
(FY1991 -15F) 

Percent 
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• The demand for taxi services is highly correlated with 
both domestic and global economic conditions** 

• This presentation is based on data representing the 
current economic conditions; thus industry economics 
could improve in the future 

Note: *Approximately 65% of domestic tourism trips are same day trips and 35% of trips are overnight; **total taxi jobs are highly correlated with 
OECD GDP (R-Sq = 0.86) and international tourism trips to Australia (R-Sq = 0.98); taxi jobs are also correlated with the growth in domestic GDP (R-Sq 
= 0.99) and the level of domestic tourism (R-Sq = 0.95) 
Source: ASS; SIS Shrapnel; ATIA; L.E.K. analysis CONFIDENTIAL 
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L.E.K. Economic model 

Taxi revenue varies widely per shift, averaging $311 

Per shift gross revenue, 
distribution by time of shift 
(2009-10) 
Number of shifts 
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Source: DTMR, Brisbane operator data; L.E.K interviews and analysis 
DTMR. Taxi Industry Economic Model 4 

• A conventional taxi in Brisbane is estimated to earn 
an average of -$311 per shift 

- the $311 figure accounts for total gross 
revenue plus GST, but excludes the levy on 
fares paid by credit card 

• However, in any given shift, multiple factors impact 
how much revenue each taxi generates 

- revenue can be dependent on the time of 
week as Friday or Saturday nights will 
generate more revenue than Monday days 

- driver performance also has a big impact as 
more experienced drivers might have a better 
capability to generate revenue during a shift 

• While the variability will decrease when looking at a 
longer period, different taxis will still generate a 
wide range of annual gross revenue earnings 

Note: Analysis based on a data sample 
for Brisbane conventional taxis in 2009110 
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L.E.K. Economic model 

Based on available shift data, an average a conventional taxi is in service for 85°/o 
of total potential shifts, or 11.9 out of the 14 weekly shifts 

Percent of total potential shifts worked, 
by time of shift 
(2009-10) 
Percent 
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Source: DTMR, Brisbane operator data; L.E.K interviews and analysis 
DTMR. Taxi Industry Economic Model 
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Note: Analysis based on a data sample 
for Brisbane conventional taxis in 2009110 
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L.E.K. Economic model 

Based on this data, a conventional "average taxi" generates $193K gross revenue 
per annum 

Distribution of annual gross revenue per taxi (incl. GST) 
Percent probability 
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Note:* $311 includes GST, but does not include a levy on credit card payments 
Source: DTMR, Brisbane operator data; L.E.K interviews and analysis 
DTMR. Taxi Industry Economic Model 6 

$193K 

10% of taxis 

$215K 

Note: Analysis based on a data sample 
for Brisbane conventional taxis in 2009110 

f 

$235K 
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L.E.K. Economic model 

Five parties are involved in the delivery of taxi services 

Annual taxi revenue (excl. GST), 
allocated across players 
(2009-10) 
Thousands of dollars 
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Note: * Figure represents the aggregate of the all the individual drivers of the taxi 
Source: DTMR, Brisbane operator data; Annual reports; L.E.K interviews and analysis 
DTMR. Taxi Industry Economic Model 7 
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LE,K. Economic model 

The returns for each industry participant include a compensation for labour and/or 
profit 

Annual return and costs for conventional taxis 
by player (excl. GST) 
(2009-10) 
Thousands of dollars 

200 
181.9 

• The take-home pay for drivers represents the 
money earned by the driver as compensation for 
the work 

• Operator return is considered to include both the 
operator's salary equivalent and profit 

150 ~ I I - - the cost of the operator's labour is not tracked 
Driver take-home pay as an expense 

100 

50 

+-Operator salary 
equivalent (and profit) 

Licence owner 
dividend 

~ 
Booking company 
profit 

0~---------------------------------------------------------------------
Total Drivers* Operator Owner Booking Payment 

company services 
provider 

Note: * Figure represents the aggregate of the all the individual drivers of the taxi 
Source: DTMR, Brisbane operator data; Annual reports; L.E.K interviews and analysis 
DTMR. Taxi Industry Economic Model 8 

• The licence owner dividend represents an approx. 
6% return on the value of a taxi licence 

• The returns for both booking companies and 
payment services provider are pre-tax profits based 
on their existing cost structure 

Note: This data presents indicative 
returns for a conventional Brisbane 
taxi based on a 2009110 data sample. 

Actual economics for individual taxis or 
operators might vary substantially 

from these figures 

CONFIDENTIAL 



L.E.K. Economic model 

Each party has a varying level of exposure to changes in revenue. Operators are 
most exposed 

Annual return for conventional taxi 
Three revenue scenarios 
Thousands of dollars 
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Revenue sources 

• EFTPOS* fare surcharge. 
Varies with fare 

• Fixed affiliation fees 
• EFTPOS* fare surcharge 

Varies with fare 

• Fixed licence lease fees 

• Variable fare revenue 
• Fixed driver insurance 

contribution 
• Largely fixed costs 

• Variable fare revenue 

Revenue 
exposure 

Medium 

Low 

Low 

High 

Medium 

Note: This data presents indicative returns for 
a conventional Brisbane taxi based on a 2009110 

data sample. Actual economics for individual 
taxis or operators might vary substantially 

from these figures 

Note: * EFTPOS fare surcharge is from the payment services provider levy on fares paid by credit card 
Source: DTMR, Brisbane operator data; Annual reports, L.E.K interviews and analysis CONFIDENTIAL 
DTMR. Taxi Industry Economic Model 9 



LE.K. Economic model 

A comparison of bus driver hourly wages to taxi driver hourly pay highlights a 
substantial difference in compensation 

Driver pay benchmarking 
(2009-10) 
Dollars per hour 

Weekday 
60 
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median (scenario 2) 
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Public Private : Median Max Median Max Public 
operator* 

Private : Median Max Median Max 
operator* operator**" o\..._ ________ ..,../~ _ .I v --y---

operator**" • \.. .1~ _ J v ~ 
Taxi driver hourly pay is Scenario 1 Scenario 2 Scenario 1 Scenario 2 

based on assumptions of (11.5 productive (9.5 productive (11.5 productive (9.5 productive 
number of productive hours per shift) hours per shift) hours per shift) hours per shift} 

hours per shift 

Note: *BT hourly rate based on pay point 0402, Brisbane City Council Enterprise Bargaining Agreement (EBA6) 2005, Schedule 10 Passenger Services Employees 
(Bus Operators, BO). Rate as from 01 July 2009. Excludes special night allowance; **Grade 4,5,6 average for 2009; /\Assumes 150-200% penalty rates for 
Saturday and Sunday shifts respectively; 1\1\Sample of operator data for May 201 0. Drivers included in sample must have driven a minimum of 8 shifts over the 
month. Excludes GST 

Source: Brisbane City Council EBA 6 Ext II; Wageline; Operator data; Fair Works Australia; L.E.K. interviews and analysis CONFIDENTIAL 
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L.E.K. Economic model 

Licence owners are compensated through licence fees (approx 6°/o return) and 
capital appreciation which amounted to an average of 4.3°/o p.a. over the last 
seven years 
Market value of Brisbane taxi licences 
(2003-10) 
Thousands of dollars 
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Source: BSX Equity market; L.E.K. Interviews; L.E.K. interviews and analysis 
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Lease Fee 

Annual fee: -$25.1 k 

Licence value: -$420k 

Licence fee amounts to 
-6% dividend 
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L.E.K. Economic model 

A range of factors determine the revenue per taxi. Many of these factors can be 
influenced by Government, in particular fares, licence numbers and driver supply 

Degree of Government Influence ~~~~~=+ 
high • ~ low 

Source: L.E.K. interviews and analysis 
DTMR. Taxi Industry Economic Model 12 
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L.E.K. Economic model 

New driver applications have fallen below the level required to maintain the 
current number of drivers 

New driver applications vs. applications required to maintain sustainable level of supply 
(2008 -11F) 
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Source: DTMR, Brisbane operator data; L.E.K interviews and analysis 
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L.E.K. Economic model 

If a decline in driver supply drove down shift coverage from 11.9 to 10.0 shifts per 
week, operators could make a loss 

Annual taxi return, 
by number of shifts per week 
(2010) 
Thousands of dollars 
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Source: DTMR, Brisbane operator data; L.E.K interviews and analysis 
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0 Driver return 

• Operator return 

./'';t 
• I 

If the current level of new driver applications 
persists, operators may only be able to cover 10 

out of 14 shifts per week (down from -12 
currently) 

Note: Analysis based on sample data for 
Brisbane conventional taxis in 2009110. Actual 

economics for individual taxis or operators 
might vary substantially from these figures 
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L.E.K. Economic model 

A range of factors determine the revenue per taxi. Many of these factors can be 
influenced by the Government 

Example levers to 
increase driver supply 

1./ntroduce provisional 
driver accreditation 

2.Review accreditation 
requirements 

3. Subsidize cost of 
English assessment 

4. Advertise driving a 
taxi as a career 

Degree of Government Influence 
high .. ... 

Source: L.E.K. interviews and analysis 
DTMR. Taxi Industry Economic Model 
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LE.K. Economic model 

Summary 

• A typical conventional taxi attracts gross revenue of $193K with an additional $7K of payment services 
provider fees for non-cash payment 

• Net of third party costs, annual indicative average per taxi 

- driver pays amount to $78K 

- operator salary equivalent and profit amounts to $11 K 

- licence income is $25K 

- profits for the booking company and payment services provider are $1.7K and $3K respectively 

• For individual taxis, revenues can differ with an estimated 80°/o generating between $160K and $213K 
(incl. GST) 

• Operators and to a lesser extent drivers are exposed to variation in revenue 

• Factors driving the revenue per taxi include driver supply, which is currently not sustainable as new driver 
applications are substantially below churn rates 

Note: Analysis based on sample data for Brisbane conventional taxis in 2009110. 
Actual economics for individual taxis or operators might vary substantially from these figures 

Source: L.E.K. interviews and analysis 
DTMR. Taxi Industry Economic Model 16 
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