Response to: ICRC 

Draft Report on the Taxi and Hire Car Industry

Les Hanbidge, Owner / Operator TX 9

1 The ICRC recommends ‘deregulation’ of the industry

2 The essential elements of the proposal , so far as existing Taxi plate owners are concerned are:

a) A phased in approach to deregulation over three (3) years. (an arbitrary choice of period)

b) Existing plate holders be coerced to surrender their existing plates in return for a ‘safety net’ payment ( in other words compensation) up to a maximum of $105,000.00 ( an arbitrary figure chosen without regard to the commercial value of such licences)

c) The compensation payment diminishes to zero (0) after three (3) years , thus seeking to coerce owners into realising on their asset while they can

d) Those who elect not to accept the ‘safety net’ compensation suffer the further penalty that they cannot re-enter the industry for five years.

e) Those who elect not to accept the ‘safety net’ compensation will have their asset reduced to nil after five years.

3
In essence, therefore, what is proposed is a scheme, which presents existing owners with two choices;

a) Surrender the licence and receive a ‘safety net’ payment

b) Don’t surrender and accept obliteration of a $255,000.00 plus, asset.

4      On any view, this is grossly unfair.  In substance it amounts to a coercive scheme to enable the government to acquire existing plates without paying just compensation.  On the face of it such a scheme is contrary to section 23(1)a of the Australian Capital Territory (Self Government) Act 1988, which states that “Subject to this section, the Assembly has no power to make laws with respect to: (a) the acquisition of property other than on just terms …”  However the Northern Territory self government act 1978 also precludes the acquisition of property other than on just terms (s50) and clearly demonstrates the application of this section.

5 Quite apart from this constitutional guarantee of ‘just terms’ (which is not mentioned by the ICRC), the need for payment of fair compensation was clearly recognised by both the Frehills Inquiry and the ACT Assembly Standing Committee on Planning and Urban Services. Frehill’s concluded ( see p 23 of ICRC Draft Report) that for reasons of pragmatism and equity, compensation should be available where substantial losses occurred due to policy changes’.  With regard to hire plates, the Standing Committee stated (see page 26 ICRC Draft Report) that:  ‘The government should establish a fair / equitable transition involving appropriate compensation to existing licence holders’.

Just Terms

The ‘safety net’ proposals are not based on commercial reality.  As stated on page 36 of the report ‘ there is a degree of subjectivity associated with safety net levels’.

No prudent investor is going to invest $250,000.00 to secure a return of as stated $26000.00 (top page 37 ICRC Draft Report) to have the investment devalued by that amount each year reducing to nil.  Assets that are well managed and pay sound returns generally increase in value.  Certainly the capital value of an asset is not normally depreciated by the amount of income earned each year.  The ‘safety net’ proposal demonstrates a complete lack of understanding of commercial reality and sound accounting principals.

Just compensation is an amount paid so as to compensate and not financially disadvantage those affected, and is related to the assets value. (Before this report $280,000.00, and on which the ACT government collected stamp duty)  If the ACT government wished to resume licences this is the starting point.  The ICRC report seems to ignore the fact that it was the ACT government itself that established the regulated market for taxi licences which it now proposes to abolish, and that the government has reaped enormous profits over the years from the auction of licences.  In these circumstances, to seek to deprive taxi plate holders of their property rights without fair compensation is unjust, coercive, unethical and immoral.  The proposal displays a cavalier disregard of the financially distrastrous effects that the scheme (if implemented) will have on owners and drivers.  Furthermore, whether the public will ultimately benefit from deregulation is anything but clear.

