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Introduction
This submission relates to the Taxation Laws Amendment Bill (No. 4) 2003.  This Bill relates, in part, to a proposal to apply Fringe Benefits Tax (FBT) on contributions made into redundancy funds for workers.  The Bill also proposes FBT exemption for certain payments to approved worker entitlement funds.  The Bill sets out the criteria for the approval of approved worker entitlement funds.
In a letter dated 28 March 2003, the Secretary of the Senate Economics Committee invited me, as General Manager of the Building and Construction Industry Training Fund (BCITF) (Qld), to make a submission.  Whilst the provisions of the Bill do not impact on the operations of BCITF (Qld), they do impact significantly on the operations of the Queensland Construction Industry Training Fund (QCTF) of which Construction Training Queensland (CTQ) is also fund manager.

Construction Training Queensland is the business name for the Construction Industry Training Council Qld Inc.  The principal role of CTQ, as an Industry Training Advisory Body (ITAB), is to provide advice to the Queensland Government and industry on the priorities and training needs of the building and construction industry in Queensland.  CTQ has two other roles and these are to, respectively; manage BCITF (Qld) and QCTF as referred to above.
The purpose of this submission is to provide information on the impact that the subject Bill will have on the operations and future of QCTF.

Queensland Construction Training Fund (QCTF)

The Queensland Construction Training Fund (QCTF) was established in 1991 as a charitable trust.  CTQ is designated in the Trust Deed as the fund manager.  In fulfilling this role, CTQ provides secretariat services only.  CTQ has no ‘executive’ authority over expenditure of funds.
On 19 April 1996, by way of Deed, the individual trustees of QCTF resigned and were replaced with QCTF Pty Ltd.  The CTQ Management Board approves the appointment of the Directors of QCTF Pty Ltd.

There are currently eight Directors of QCTF.  These are a Chairman, three ‘employer’ Directors, three ‘employee’ Directors and an independent Director who must be a certified practising accountant.

The current Directors are:

Mr Bruce Cull
Chairman (Operations Manager Building, Leighton Contractors)

Mr David Jenkinson
Queensland Major Contractors Association (Abigroup Contractors Pty Ltd)
Mr Jorgen Gullestrup
Communications, Electrical, Electronic, Plumbing and Allied Workers Union of Australia (Plumbing)

Mr Mick Nash
Queensland Major Contractors Association (Thiess Pty Ltd)
Mr Malcolm Raward
Australian Society of Certified Practising Accountants (Raward and Associates)
Mr Greg Simcoe
Australian Building Construction Employees and Builders Labourers Federation

Mr Wallace Trohear
Construction, Forestry, Mining and Energy Union (Construction and General Division)

Mr Peter Veale
Specialist Subcontractors Association (Vealstruct Pty Ltd)
Income to the fund is derived solely from the Building Employees Redundancy Trust (BERT).  BERT provides redundancy benefits for building and construction workers and is a joint union and employer initiative with each having an equal say in running the Trust.  Employees who are retrenched, leaving the industry or retiring from a job have some financial security in being paid a lump sum of money.  The Trust is not-for-profit and part of the interest earned on income derived from investment of BERT funds is provided for training.  These funds are paid to QCTF to distribute as training grants to employers and employees in the building and construction industry.
The allocation from BERT to QCTF is usually made around October in each year once the state of the BERT fund for the previous financial year is determined.  Income to the fund varies but is usually around $1.0M a year.

Expressions of Interest (EOIs) are called from interested parties to bid for the allocation of funds for training.  A policy document ‘Funding Principles for the Award of Training Grants’, which has been approved by the Directors of QCTF Pty Ltd, prescribes the method and principles associated with preparing applications for training grants.  Essentially, there are two types of grants; worker grants and general purpose grants.

Worker grants are grants paid to individual workers who make application to the fund for reimbursement of costs associated with attending a training course or program.  The CTQ Manager Training Services, who acts as Manager of QCTF, deals with these allocations on a delegated basis from the Directors.

General Purpose Grants are usually submitted by employer or employee organisations and are considered by the Directors at their bi-monthly meetings.

There are no specific regulatory requirements associated with QCTF.  The administration of the fund and application of funds is as prescribed in the Trust Deed, and the Memorandum and Articles of Association of QCTF Pty Ltd.

There is no distribution of surplus funds.  Any surplus funds are carried forward from year to year to be used to support training grants applied for by individuals or organisations.  There is a small reserve of $100,000.
Since the inception of the fund, a total of $10.4M has been allocated to support the training of building and construction workers.  The number of workers trained is in the order of 40,000.
Under the provisions of the Taxation Laws Amendment Bill (No. 4) 2003, as currently framed, there is no way that QCTF can be an approved worker entitlement fund unless the criteria for recognition as an approved worker entitlement fund are changed.  As a consequence, the Directors of BERT have no discretion to allocate any funds to QCTF for training without the contributions that are made to generate the funds incurring FBT for the respective employers.  It is highly unlikely that any employers would support a system which incurs additional taxes.
The building and construction industry has always struggled to maintain a healthy and strong skills base.  The fact that these funds will no longer be received for training will seriously impact on the capacity of the industry to develop and support a skills base, particularly in the commercial sector of the industry in Queensland.
I submit that the committee should give consideration to making provisions in the Bill to exempt the BERT Fund from being subject to the provisions of the Bill or at least provide for the BERT Directors to continue their exercise of discretion in allocating surplus funds to QCTF which should be designated an approved worker entitlement fund.
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