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A Taxing Decision:
Uber picks up an
Unwanted GST
Ruling in Australia
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The Federal Court of Australia has ruled that an Uber driver was
supplying ‘‘taxi travel’’ and was consequently required to register
for goods and services tax—bringing a degree of clarity to the tax
implications of participation in the ‘‘sharing economy.’’

In a hit to Uber’s competitive ride-sharing service,
the Federal Court of Australia has ruled that an
UberX driver was supplying ‘‘taxi travel’’ within

the meaning of the goods and services tax (‘‘GST’’) leg-
islation and was consequently required to register for
GST.

Under A New Tax System (Goods and Services Tax)
Act 1999 (‘‘GST Act’’), entities carrying on an enter-
prise with an annual turnover exceeding AU$75,000
must register for GST. Once registered, the enterprise
must generally remit GST of 10 percent in the price
they charge for their goods and services.

However, the GST Act contains a special rule which
requires suppliers of ‘‘taxi travel’’ to register for GST
regardless of their turnover. This was designed to
avoid the problem of taxi drivers who were unregis-

tered for GST charging a lower fare than those who
met the GST turnover threshold and had an obligation
to remit GST.

The GST Act defines ‘‘taxi travel’’ as ‘‘travel that in-
volves transporting passengers, by taxi or limousine,
for fares.’’ Neither ‘‘taxi’’ nor ‘limousine’ is defined in
the Act.

The core issue before the Court was whether, in pro-
viding Uber services to passengers, Uber drivers
supply ‘‘taxi travel.’’ This came down to a matter of
statutory construction.

Uber’s Position

Uber argued that the taxi exception in the GST Act
was only ever intended to apply to the traditional taxi
industry, and should not be construed to extend to a
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new state of affairs. It urged caution before attribut-
ing to the legislature an intention to include, within
words of settled meaning at the time of enactment,
later technological developments unforeseen at the
time.

Uber contended that the term ‘‘taxi’’ is not used as a
catch-all term that describes all point to point trans-
port for a fare. Its ordinary meaning should be heavily
influenced by the underlying regulatory regime. Aus-
tralian State and Territory legislation prescribes es-
sential operational features of taxi services, including
the licensing of taxi drivers, physical features such as
taximeters and security cameras, and the method of
fare calculation. Uber vehicles do not fit the clear
regulatory concept of a ‘‘taxi’’ in Australia. They are
private vehicles, not marked as taxis nor fixed with
taximeters, and Uber drivers are not required to hold
taxi licenses or to calculate fares in accordance with
government regulation.

Uber further submitted that the word ‘‘limousine’’ in
the definition should take its ordinary meaning as a
large, luxury hire car. In contrast, UberX services are
typically provided by ordinary vehicles, and passen-
gers have no choice as to the make or model offered.

Tax Commissioner’s Position

The Commissioner questioned Uber’s proposition that
the regulatory regimes applying to the taxi industry
should be relied upon in construing the word ‘‘taxi.’’
The Commissioner argued it was unlikely that the fed-
eral parliament intended the definition of ‘‘taxi travel’’
to be determined by reference to the State and Terri-
tory regimes. Rather, the ordinary meaning of ‘‘taxi
travel’’ connotes the transportation, by a person driv-
ing a private vehicle, of a passenger at the passenger’s
direction for a fare.

The Commissioner urged the Court not to construe
‘‘limousine’’ in the definition of ‘‘taxi travel’’ as being
confined to luxury vehicles. This would have the illogi-
cal result that taxis and luxury vehicles would be re-
quired to be registered while hire cars that were not
luxury vehicles would avoid the need for registration.

The Court’s Decision

In reaching its decision, the Court cautioned against

taking a literal or grammatical approach to statutory

construction. It considered the concept of ‘‘taxi travel’’

should be construed broadly so as to give effect to the

purpose of the taxi exception, as expressed in the Bill’s

explanatory memorandum. This was to ameliorate

the competitive disadvantage which arose from some
taxi drivers being registered for GST and others not. It
emphasised the desirability of construing the GST Act
in a practical way since suppliers of taxi travel need to
understand whether or not they are obliged to register
for GST despite not meeting the turnover threshold.

The Court regarded the relevant provisions of the
GST Act as ‘‘always speaking,’’ rejecting Uber’s conten-
tion that its services do not fall within the definition of
‘‘taxi travel’’ because the type of technology it uses had
not been contemplated at the time the exception was
enacted.

The definition of ‘‘taxi travel’’ should be given its or-
dinary, everyday meaning and not a trade meaning.
The ordinary meaning of ‘‘taxi’’ is a vehicle available
for hire by the public which transports a passenger at
their direction for the payment of a fare that may or
may not be calculated by reference to a taximeter.
Uber’s approach of highlighting how its service failed
to meet the essential characteristics of the regulatory
concept of a ‘taxi’ was dismissed. The Court noted that
the purpose of State and Territory regulatory require-
ments and the purpose of the federal GST Act are
quite different.

The ordinary meaning of ‘‘limousine’’ is a private
luxurious motor vehicle which is made available for
public hire. Although the UberX driver’s Honda Civic
was not considered to be a luxury car, that did not rule
out the possibility that the cars of other UberX drivers
could be considered ‘‘limousines’’ in the future. The
driver’s car did, however, constitute a ‘‘taxi,’’ and he
was found to have been supplying taxi travel, regard-
less of the fact his car did not have a taximeter in-
stalled.

What Does This Mean?

This decision heralds an end to Uber’s tax advantage
over traditional taxi drivers. It also brings a degree of
clarity to the tax implications of participation in the
‘‘sharing economy.’’ It signifies that the profit-making
opportunities generated by the rise of apps and other
new technology may still be caught by old regulations

which were enacted when such
uses had not been contem-
plated. When dealing with new
forms of technology-supported
enterprise, courts are likely to
take the view that if it looks like
a duck and quacks like a duck,
it probably is a duck.

We expect the Australian
Taxation Office will have a

compliance program to enforce the Uber decision.
Airbnb is also likely to be high on the list of priorities,
particularly in connection to the effect on capital
gains tax exemptions.
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‘‘the Court ... considered the
concept of ‘‘taxi travel’’ should be
construed broadly’’
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