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GST may increase consumer legal costs
k*

C o n su m ers with a legal griev
ance against big businesses m ay  
be a m o n g  the hardest hit b y  a 
Federal g o o d s  and services tax, 
says a p la in tiff law yers’ grou p .

P olicy m an ager fo r  the A u s 
tralian P lain tiff L aw yers’ A s s o 
ciation , M r  S im on  M c G re g o r , 
said any G S T  that ap p lied  to the 
cost o f  litigation w o u ld  on ly  
exacerbate an existing tax in eq 
uity that a llow ed  business — but 
not individuals — to  deduct  
legal expen ses fro m  their tax.

“ Little p eop le  are already  
disad van taged  w hen trying to 
take on  a business in court, be it 
a m an u factu rer or an insurer,”  
M r  M c G re g o r  said.

“ A llo w in g  businesses to  claim  
h a lf o f  their legal fees as a tax  
d ed u ction  is a taxpayer subsidy  
fo r  big busin ess.”

H e said the average cost fo r  
an individual with a m otor  
acciden t, w orker’s co m p e n sa 
tion or product liability cla im  is 
about $ 2 0 ,0 0 0 , assum in g it is not 
settled. A  G S T  co u ld  increase  
that by 10 to 15 per cent, he said.

A P L A  has asked the G o v e r n 
m ent’s tax reform  task force to  
exem p t individuals fro m  a G S T  
o n  legal services.

M r  M c G re g o r  said A P L A  
w as asking that ind ivid u als had  
the sam e right as b u sin e ss : to  
cla im  a tax ded u ction  fo r  their 
legal costs i f  a G S T  w as to  apply.

H ead  o f  the task force , 
S enator Brian G ib so n , said the 
6 5 0  or so su bm ission s it had  
received w ere passed on  to  the 
G o v e rn m e n t “ so m e tim e a g o ” .

“ O verw h elm in gly  [those m a k 
ing subm issions] agree tax  
reform  is required . . . but 
virtually every industry or grou p  
says ‘w e ’re d ifferen t’ w hen it 
co m es to a G S T ,”  he said.

Federal Cabinet m et in Sydney  
yesterday am id speculation that 
the G overn m ent’s tax reform  
package was on  the a gen d a

A cc o rd in g  to  S enator G ib so n , 
C ab in et is still considering  
w hether to publish the report by  
his tax reform  task force .

Treasury said yesterday no  
co m m en t w o u ld  be m ad e “ on  
sp ecu lation ”  about the tax p a ck 
age until it had been released, at 
a date not yet k n ow n .

M ea n w h ile , a report by  a 
Senate C om m ittee  on  Legal and  
C on stitu tion al A ffa irs  has critic
ised the current regim e for

deductibility  o f  legal costs.
T h e criticism  w as m a d e in the 

con text o f  a review  o f  C o m m o n 
w ealth  legal aid fu n d in g  and the  
effect the current tax law  had on  
ind ivid u als’ access to  justice.

In its June 1998 report, the  
com m ittee  said there had been  
w idespread  criticism  o f  the 
deductibility  rules, an d  w as  
critical o f  the G o v ern m e n t fo r  
not th orough ly  review ing them .

There is n o  reliable data on  
the a m o u n t o f  legal costs d e d u c
tions cla im ed  by business^each  
year and o n ly  “ a n ecd o ta l” ev i
dence o f  the im pact o f  d ed u ct
ibility on  decisions by business  
a b o u t  c o n d u c t in g  lit ig a t io n ,  
accord in g  to the report.

Treasury defended the regim e, 
sa y in g  “ n o  in eq u ity  e x ists” 
because business was taxed on the 
“ econ om ic benefit”  o f  litigation  
but individuals were n o t

M r  M c G re g o r  said A P L A ’s 
subm ission was based on the 
understanding that an effective  
G S T  w ould need to be broad- 
based. “ There are no exceptions  
to the G overn m ent’s G S T  p o l
icy,”  for legal services, M r  
M cG re go r  said.
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P a in  to  b r in g  n o  g a in  for p e n s io n e r s
JANET FIFE-YEOM ANS
□  Legal writer

WHEN pensioner Edna Tov/nsend 
tripped on a broken footpath, she frac
tured three bones and lay shaken on the 
ground for several minutes before anyone 
stopped to'heJp.

Mrs Townsend, 86, was pleased to 
receive compensation for her pain and 
suffering from the local council, which 
had allowed tree roots to badly break up 
the footpath.

But under proposed federal government 
changes to the law, pensioners such as Mrs 
Townsend would be stripped of their pen
sion, with compensation payments counted 
ati income; a move condemned yesterday by 
pensioners’ groups and lawyers.

Mrs Townsend’s lawyer, Eugene Arocca, 
is now considering suing the Federal 
Government to test the law and get a court 
interpretation on whether the proposals 
are fair or whether they discriminate 
against people on aged pensions and

others on social security benefits. “We’re 
not talking lots of money here, it’s not like 
they’ve won Lotto or even as if the 
payments are for economic loss, which 
could be ttfken into account as Income,” 
said Mr Arocca, an accredited personal 
injury specialist inf Melbourne.

“Someone whd earfrrlots of money can 
get the same compensation for injuries 
they have received in Accidents, but not 
have them taxed. This1 is discrimination 
against people receiving government ben
efits.”

The Govemmfent plans to save more 
than $48 million in benefits during the 
first three years when the changes 
become law next year. After the first 
$10,000, compensation for pain and suffer
ing will be deemed as income unless it is 
taken in small periodic payments.

The value of the benefits stopped will 
equal the money received.

A spokesman for Social Security Minis
ter Jocelyn Newman said the measures 
were meant to reduce the tendency of

people to “dissipate large amounts of 
money unwisely” and stop benefits being 
used as “the preferred source of income”.

But solicitor Tom XJoudkamp, an offic
ial with the Australian Plaintiff Lawyers 
Association and a member of the NSW 
Law Society's personal fiflury committee, 
said thfe (Government listd forgotten there 
was no facility under the Motor Accidents 
Act, the Workers Compensation Act nor 
in common law to make periodic pay
ments. All compensation came in a lump 
sum.

“It’s extraordinary. They are doing it on 
the basis of trying to protect people from 
themselves,” said Mr Goudkamp.

The APLA will be join groups such as 
the Australian Council of Social Services 
in opposing the changes.

David Deans, chief executive of the 
140,000-strong National Seniors Assoc
iation, said they believed compensation 
should be treated as an asset and not as 
income.
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