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Dear Jarrod 

REVIEW INTO THE AUSTRALIAN TAXATION OFFICE'S USE OF GARNISHEE NOTICES 

Thank you for the opportunity to provide feedback to your review on the use of garnishee 
notices, particularly with respect to their use against vulnerable small business taxpayers. 

The Office of the NSW Small Business Commissioner (OSBC) took 14,800 enquiries from 
NSW small businesses in 2017, and expects this number to reach 17,000 this financial year, 
on a range of topics including many on government agency interactions. 

Through these enquiries, and a broad range of other proactive small business initiatives 
across NSW, we have assisted more than 23,200 small businesses. With this experience, we 
can provide a strong voice within government for small business concerns. 

Our major achievements are outlined in our Annual Report 2017 "Making it easier to do 
business" (attached). 

1 — Strategies to manage tax debts by way of garnishee notices 

Notices issued to third-party employers are not an issue for the small businesses that we 
deal with, the most likely reason being that the small business owner does not undertake 
employment outside of their business. 

The instances in which we are aware of small business owners taking on work as an 
employee are usually when their business is struggling and they have debts they are trying to 
pay from a different source, and this may be after notices have been issued or orders 
granted. A smaller number would be transitioning to employment due to a sale of business, 
or having established the business as a self-managed concern. 

Notices issued to trade debtors is also not something we often see at the OS BC. 

We would note that we have had some questions referred to our office relating to small 
business as the third-party (as an employer or trade debtor, for example). This is likely 
because the small business does not deal with these matters routinely and may be confused 
about it. 

Whilst the Australian Taxation Office may consider the use of garnishee notices a cost-
effective approach (low cost of issuing the notice with a chance of some return) we would 



suggest that the cost be viewed in broader terms when making the decision to issue the 
notices. 

For the small business taxpayer transitioning to paid employment, the notice may contribute 
to the termination of that employment, or push them towards participation in the "black 
economy". 

For the small business as a third-party, compliance will be a source of some confusion and 
business disruption. Whilst it may serve as a warning to them also, if they are in danger of 
owing tax, it may also work as a disincentive to compliance, and push them towards tax 
avoidance strategies. 

The Office of the NSW Small Business Commissioner offers a negotiation and dispute 
resolution service that can assist NSW small businesses with a range of issues including tax 
debt. We would suggest that referrals to our agency that will enable our officers to liaise with 
the small business taxpayer in relation to the whole of their business may be a more effective 
strategy, as it would help them to better prioritise their creditors, and potentially offer a way 
for them to trade out of difficulty, rather than wind up or move towards the black economy. 

ATO internal dispute resolution may be used similarly, although the fact that the staff 
managing the process are employed by the ATO is likely to mean that the small business 
operators would not trust them and result in a communication roadblock. 

2 —  Policies and procedures for issuing garnishee notices, including how the A TO considers 
circumstances of taxpayers such as vulnerable small businesses and individuals 

Small business operators are frequently using the income from their business to support their 
family's basic needs. 

We find that tax debt often arises when their business model is not effective, particularly 
when there is an external shock (such as rapidly changing consumer demand, larger 
businesses competing in their market, or developments and infrastructure works contributing 
to a short or medium downturn). 

Whilst we accept that there are businesses that have a model based in part on unlawful tax-
avoidance, we would think that the use of garnishee notices on those businesses is already 
less likely to be a good recovery strategy. 

The most effective use of garnishee notices, in terms of short term revenue, is therefore most 
likely to be the honest businesses whose business is suffering due to an external shock or 
family crisis. However, should the garnishee notice force the winding up of a business that 
would otherwise been able to trade-out, or exacerbate an existing family crisis, this may be a 
worse longer-term revenue outcome for the Australian Government (setting aside the 
obvious social impact concerns of taking money from a third-party employer, trade debtor, or 
bank that would otherwise have been used for the basic needs of food, clothing, and shelter 
for the taxpayer and their family). 



The OSBC would submit that the use of third-party negotiation and mediation services is a 
cost-effective option. 

Our office can take enquiries from small business and any other party (government agency 
or large businesses, as well as other small enterprises) to discuss strategies for further 
interaction that will lead to better outcomes for the parties concerned. The service aims to 
improve the economic conditions and make NSW the best state to do business, and is at no 
cost. 

In addition, we can arrange facilitated conferences between the parties, appoint mediators, 
and structure negotiations in any way that suits each party's needs, before or after filing in a 
court. This service has a cost ($152 per hour party, usually $456 - $760 each in total) but 
remains a cost-effective option, particularly as the debt goes above $10,000. 

14czt:Imn, 

Robyn Hobb OAM 
NSW Small Business Commissioner 

25  June 2018 
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