[image: image2.jpg]VACC

Victorian Automobile
Chamber of Commerce
ABN 63 009478 209

VACC House
464 St Kilda Road
Melbourne 3004

Phone: 0398291111
Fax: 039820 3401
www.vacc.motor.net.au




- 2 -


30 June 2003
Peter Hallahan

The Secretary

Senate Economics Legislation Committee 

Room SG.64 

Parliament House

CANBERRA  ACT  2600
To The Secretary

INQUIRY INTO LATE PAYMENTS OF COMMERCIAL DEBTS (INTEREST) BILL 2003

Victorian Automobile Chamber of Commerce (VACC), which represents the retail automotive industry, welcomes the opportunity to present a brief submission concerning the proposed Late Payments of Commercial Debts (Interest) Bill 2003. 
VACC supports and commends the introduction of the Late Payments Commercial Debts (Interest) Bill.  VACC and its national association MTAA have been at the forefront of moves to introduce measures to crack down on late payments by big business to their small business suppliers.  

Late payments are a perennial problem for VACC members and can be the catalyst for business failure, even for good businesses. Crash repairers are particularly hard hit by late payments from insurers. In this industry, late payments have become a commercial tool of insurers and the practice is endemic. This often leaves repairers having to meet GST obligations, and settling accounts with suppliers, despite not receiving payment for the work.

VACC started a campaign in 2000 to support its members in the fight against this industry-wide problem.  The collection of data showing the payment habits of insurers has been crucial in providing evidence that indeed some insurers take in excess of 90 days to settle payments.  

The surveys (see attachments) indicate that there has been a significant additional delay in payments by insurers since the introduction of the GST. This has caused the situation to emerge where, as a result of accrual accounting principles, repairers are required to remit GST prior to the receipt of the payment, including GST, from the insurer. This has caused significant cash-flow problems for many thousands of businesses in the repairer trades and for many hundreds of thousands of other small businesses.

There is one issue that we wish to raise in respect to the Bill.  

In our opinion, the definition of small business in Clause 4 should not be confined to businesses employing less than 20 people.  We prefer the UK model, that gradually introduced a late payments regime for small, medium and then ultimately, as of August 2002, all businesses. VACC recommends that the definition of small business include all businesses employing less than 50 people on a full time basis and then after a transition period of 12 months, to be expanded to include all businesses. 

VACC does not see any downside to this legislation and we do not comprehend the point of view expressed by some that big business will cease to trade with small business.  This would be especially so if the definition clause allowed all business, regardless of size or construction, to change penalty interest on late payment.  

We believe that this Bill will assist all businesses improve their cash flow and to avoid difficulties caused by some businesses failing to meet requests for payment within a reasonable timeframe (30 days).  

It is essential that this Bill receive bipartisan support, as it will show the Federal Government’s commitment to assist small business in creating a fairer trading environment.

VACC believes that this Bill warrants the earliest possible consideration by the Parliament and the Bill must be passed as soon as possible.  It will provide significant assistance to the many hundreds of thousands of small businesses who find that payments to them by their suppliers and purchasers are now regularly exceeding normal commercial terms. 

VACC is continuing its survey of crash repairs in relation to payments by insurers.  We will provide the Committee with an updated report when it becomes available (mid July).  

VACC would like to participate in the public hearings, which would enable us to emphasise our key concerns.  

Should you require further information concerning the response please contact myself on tel: 03 9829 1142 or email: drussell@vacc.motor.net.au 

Kind regards

[image: image1.jpg]O )i V)




DAVID RUSSELL

Senior Manager Government & Public Affairs

Attach:

‘Payments by Insurers’ – Survey Report December 2002

‘Payments by Insurers’ – Survey Report April 2002

‘Payments by Insurers’ – Survey Report August 2001
