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PAY-ROLL TAX ASSESSMENT AMENDMENT (EXEMPTION FOR TRAINEES) BILL 2018 
Second Reading 

Resumed from 21 March. 

MR D.C. NALDER (Bateman) [1.27 pm]: I stand to make a contribution today on the Pay-roll Tax Assessment 
Amendment (Exemption for Trainees) Bill 2018. I will start by acknowledging that the intent of this bill is to limit 
to $100 000 the salary component of people who are entitled to seek an exemption for payroll tax. It also seeks to 
implement measures focused on training new employees rather than existing employees. It highlights a second 
phase, which is not part of this bill but states a policy intent to look at removing exemptions altogether and 
replacing them with a grants scheme. The Liberal Party has considered this bill and although we encourage the 
state to look at any poor behaviour whereby employers are looking to game the system, we will not support this 
bill in the house. Today I will articulate the arguments and the reasons for our concerns with this bill and why we 
will not support it.  

Mr D.J. Kelly: You are defending the rorts. 

Mr D.C. NALDER: That is precisely what we thought members opposite would try to do—to say that we support 
the rorts. However, we will step through the arguments about why we will not support this bill. We do not believe 
it deals with the rorting of the system. We will make those arguments known in this place so that people can make 
up their minds about whether or not we have taken the appropriate action. 

I want to spend a little time on this because as a result of this bill, and the briefings that we received from Treasury, 
I have taken the liberty to research and gain as broad an understanding as I possibly can on payroll tax in the state 
of Western Australia. I would like to share a few statistics with the house. Firstly, the data that has been obtained 
from state budget papers across the nation shows that, all in all, Western Australia is looking to generate around 
$3.2 billion a year from payroll tax against a total across the nation of around $23.8 billion. If we look at the 
number of people in the workforce in each state, Western Australia’s workforce population of 1 339 000, and 
according to the Australian Bureau of Statistics’ labour force statistics, the current payroll tax revenue 
per employee is around $2 408. The next closest state is New South Wales, with $2 171 per employee. But if we 
look at an average of all the other states in Australia excluding Western Australia, the average is 
$1 839 per employee. In Western Australia alone we are generating a tax against businesses for employing people 
of an additional almost $600 per employee, compared with the average across the rest of this country.  

Western Australia currently taxes its businesses in the form of payroll tax much more than any other jurisdiction 
in Australia. I raise that because arguments were made in the briefing that we received that Western Australia has 
the most generous exemption scheme compared with other states. The Department of Treasury provided 
information that the exemptions in Western Australia were approaching $80 million, or 2.4 per cent of payroll tax. 
The payroll tax exemption per state over forward estimates is 2.4 per cent, or $80 million. New South Wales is 
one per cent, or $85 million, Victoria is only $6 million and Queensland is $36 million. I share those to provide 
some interesting statistics that make it look like we are quite generous in allocating exemptions. It works out to 
around $59.75 per employee, if we use the ABS labour force statistics. That is compared with a national average 
of $17.64. It is a more generous scheme. If we were to remove those exemptions, the gap of payroll tax that 
businesses are paying between us and the other states actually grows.  

Mr D.J. Kelly: What is the importance of that?  

Mr D.C. NALDER: I thank the member for the question. The importance of this is pretty straightforward. The 
state’s economy has been struggling and is going through major structural reform following its mining boom. 
There is no question about that. We already tax all businesses on employing people more than any other jurisdiction 
in this country. One of the arguments put forward to the Liberal Party during the briefings was that we have an 
overly generous exemption scheme. If we look at it purely on an exemption basis, it looks like that is the case. But 
if we take into consideration the payroll tax that is paid in every jurisdiction, our businesses pay much more than 
the exemption. With all the exemptions, we still have the highest payroll tax in the nation.  

Mr B.S. Wyatt: Do you therefore accept that rather than make the argument that you did, that it is okay to rort — 

Mr D.C. NALDER: No. 

Mr B.S. Wyatt: —which was a policy response anyway, to increase the threshold or lower the rate? 

Mr D.C. NALDER: No, I am setting up the argument. 

Mr B.S. Wyatt: That is exactly your argument. 

Mr D.C. NALDER: No. I thank the Treasurer for trying to verbal. I appreciate his attempts to verbal me because 
under no circumstances are we saying any such thing. I am just laying the framework for the arguments in talking 



Extract from Hansard 
[ASSEMBLY — Wednesday, 11 April 2018] 

 p1859a-1863a 
Mr Dean Nalder; Mr Zak Kirkup; Acting Speaker; Dr Mike Nahan 

 [2] 

about what the current payroll tax arrangements are in Western Australia relative to the rest of Australia. Part of 
the arguments put forward by the government as a reason for dealing with exemptions to payroll tax was that we 
had the most generous exemptions in Australia. But when we look at the exemptions and combine them with the 
total payroll tax of Western Australia, we see that Western Australian businesses are paying more payroll tax 
per employee than any other state in Australia. 

Mr B.S. Wyatt interjected. 

The ACTING SPEAKER: Treasurer!  

Mr D.C. NALDER: I know that I am making the Treasurer feel quite uncomfortable, because as I lay out these 
arguments, he is going to experience more discomfort with what I highlight in this speech today. This is 
inappropriate; this is a tax grab by the government and has nothing to do with the rorting, and I will mount the 
arguments to demonstrate that case.  

Several members interjected.  

The ACTING SPEAKER: Members.  

Mr D.C. NALDER: We have just been hearing from the Treasurer that we have an issue with rorting from 
businesses in Western Australia. I will quote from the Treasurer’s second reading speech. It states — 

Immediate changes were necessary to address the tax avoidance behaviour of many employers who have 
been using the exemption primarily for the purpose of minimising their payroll tax liability, rather than 
using the exemption to address real skill gaps in their business. 

I have had a look at WA employees in training as a proportion of the workforce and I have taken that information 
from the ABS and the National Centre for Vocational Research. It shows that over the last six years the percentage 
of the workforce in training has declined. It has been declining for the last six years and is approaching 2.5 per cent. 
We are down from 3.5 per cent. The government is putting forward an argument that we have this growing 
arrangement of inappropriate behaviour by businesses that are rorting the exemptions on the payroll tax system, 
yet the percentage of people in training, including apprentices, has been declining for the last six years.  

Mr D.J. Kelly interjected. 

The ACTING SPEAKER: Minister! 

Mr D.C. NALDER: It hardly shows growth of the systemic rorting issues within the payroll tax exemption that 
the Treasurer is claiming. What I find fascinating about this, and we will explore it a little further, is that we have 
had only anecdotal evidence from the government that there has been rorting. No specific evidence has been 
supplied. When government members talk about tax avoidance, they are making a very serious claim on 
businesses. I hope they are going to pass that on to the appropriate authorities so that they can explore, investigate 
and charge those people who are avoiding tax, because that is what we should be doing here. We do not, for one 
minute, support any business that is gaming the system for its own benefit, but the government is making the claim 
that there is tax avoidance. We are saying put up or shut up. Put up the evidence that there is tax avoidance, because 
we are not seeing that whatsoever. 

Several members interjected.  

The ACTING SPEAKER: Members!  

Mr D.C. NALDER: Further to that, in the briefing we heard about the former government’s attempts to close 
some of the loopholes; the Treasurer acknowledged it. Over the last three years we have seen a reduction in 
exemptions claims from around $90 million down to $80 million. We have seen a decline. In the last three years 
we have hardly seen further compounded growth. I come back to the point that our economy is recovering. Our 
economy has been going through structural reform. The government is about to pull the rug out from under 
organisations that may need to reskill their employees to ensure that they are more productive. We are going to 
pull the rug out from under them by doing this tax grab. That is inappropriate. It is the reason the opposition cannot 
support this bill. 

Mr D.J. Kelly: Say something specific. Deal with the specific cases of rorting that have been talked about. 

Mr D.C. NALDER: We are asking the government to provide them. Just to clarify, there is no evidence of 
systemic rorting. There is no specific evidence of any rorting. Exemptions have been falling for the past three 
years. The number of trainees, as a percentage of the workforce, has been falling. 

Mr D.J. Kelly: You sound like you’re going back to your old banking days. 

Point of Order 
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Mr Z.R.F. KIRKUP: I refer to standing order 95. The constant noise and interruptions from the Minister for Water 
are becoming burdensome. 

The ACTING SPEAKER (Mr S.J. Price): There is no point of order. Members, can we hear the member in 
silence, please. 

Debate Resumed 
Mr D.C. NALDER: Thank you, Mr Acting Speaker. 

Mr D.J. Kelly: It is royal commission into banking rhetoric. 

The ACTING SPEAKER: Minister! 

Mr D.C. NALDER: I have plenty of time, so I am happy to actually take that on. I am proud of the service that 
I provided to the ANZ bank for 18 years. I am proud of the people whom I worked alongside, who actually worked 
hard to deliver the best possible service for the people of Australia. 

Mr D.J. Kelly interjected. 

Mr D.C. NALDER: The minister is a disgrace. 

Mr D.J. Kelly interjected. 

The ACTING SPEAKER: Minister for Water!  

Mr D.C. NALDER: At a high level, we have talked about the fact that there is a claim of tax avoidance, yet we 
have seen no specific evidence of that. Claims for exemptions by businesses have been reducing since measures 
were put in place back in 2014–15. As I said before, the number of trainees as a percentage of the workforce has 
been falling for the last six years. There is hardly something systemic here. 

I will spend some time looking at specific issues with this bill. We are talking about removing those businesses 
that can rort. If a business is going to rort and a new set of rules is put in place, that business is going to explore 
ways of exploiting those new rules. One of the rules is going to be the introduction of a $100 000 base salary. On 
the surface, I do not necessarily disagree with the intent—$100 000 sounds about right. I would not mind if it were 
$80 000. However, that is not the point. The point is that this is based on someone’s base salary. If I were an 
organisation that wanted to game the system and the government put in place a new measure of a $100 000 base 
salary, what would stop that organisation from establishing a base salary of $99 000 and adding on a lot of different 
fringe benefits for the employee, which do not get calculated, so that it can still claim the trainee exemption? How 
does that solve rorting? This is where I am getting to the detail of the bill. As I have said, we are not supporting 
people who rort the system, but we want to see the evidence. Secondly, we are saying that if the government is 
going to put measures in place, it has to make sure that they are robust measures that will stop the rorting. 

The second issue concerns new employees. The government is removing an exemption for existing employees. 
The example I want to give is a mine that is closing down in Ravensthorpe. There may be an opportunity for 
a business to reinvent itself. There may be an opportunity for it to protect its employees by reskilling them into 
other areas. However, we are removing any possible support around payroll tax exemptions for anybody who has 
existing employees. What the government is doing is that if anybody wants to take this to the nth degree, it will 
potentially cost existing employees their jobs. I do not think that is necessarily appropriate. At the same time, as 
I have said, when a state goes through the economic times that Western Australia has over the last decade, there 
are fundamental shifts in the requirements of the workforce. We know that we have been shifting from construction 
to production in Western Australia. What we want is for the employee base to be reskilled to be able to confront 
tomorrow. That is not what this government is considering undertaking. Again, I think it fails on that basis. 

The other point is to do with the fact that these exemptions are generous. As I said, these exemptions equate to 
$59.75 per employee in Western Australia against a total average for the nation of $17.64. It sounds generous 
when we look at it as simply as that. When I take into account that the average payroll tax per employee in 
Western Australia comes in at $2 408 compared with the average for the rest of the country of $1 839, we can see 
that we already pay considerably more payroll tax than any other state in Australia. That $2 408 is after the 
exemptions are removed. If the exemptions are added back, it goes up to $2 467 per employee. We are talking in 
excess of $600 more per employee than the average across all other states. That is a burden that our employees 
will take on. The government is removing this exemption, which will ultimately put the burden back on employers, 
who are already facing a larger burden for running a business and employing people in Western Australia than any 
business in the rest of the country. Again, it is totally inappropriate. If anything, we should look at ways to reduce 
payroll tax and reduce the burden on Western Australian businesses. 

The other thing that goes to the heart of this bill and the issues members on our side of the chamber have is the 
proposed intent that has been flagged through this bill. On the one hand, the Treasury briefing says that all moneys 
saved through these measures will be retained for training purposes, then further on in the Treasury briefing it says 
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that it will create $100 million in savings for the government. I sit there going, “Hang on, if it is going to be retained 
for training, that means we are still going to spend it. How is it saving $100 million?” I think it has something to 
do with the national partnership agreement on training. It seems a little strange that on the one hand the government 
is advising that the money will be retained for training and on the other hand it is telling us that it will create 
$100 million in savings for the budget. I might be missing something. I look forward to hearing the response from 
the government on this issue. 

The opposition has looked seriously at this bill. There is no way that we support any mechanism that would allow 
businesses to game a system. In fact, they were challenges that the previous government faced. We put measures 
in place to ensure that we could reduce the effects of gaming. We have seen a reduction in the exemptions from 
$90 million down towards $80 million a year. When I look at the complete picture of payroll tax, I do not believe 
it is a big deal when we charge approaching $600 per employee more and we are providing a higher average in 
terms of exemptions—about $40 an employee more than every other state. If we talk about rorting of the system, 
we need to see genuine evidence of that. I have looked at the statistics on the number of people in the work force 
and the percentage of people in training as a proportion of the total work force, which has declined over the last 
six years. I hardly see a system that is growing or which suggests that there is a systemic issue in the exemption 
process.  

If the government is going to move from an exemption basis to a grants system, a major point I have is that I find 
it embarrassing that government members would stand up and suggest that they know better than business what 
the appropriate training requirements are for their staff. That is the message being sent by government—that 
businesses are not providing the best possible training for their employees or trying to generate the greatest 
productivity of their employees, and that the government knows best. Government members are saying that they 
know what specific training a business’s employees require. I believe that is absolutely ludicrous. If the 
government cannot define the rules for an exemption basis and it wants to put in place greater bureaucracy and red 
tape for businesses so that they have to jump over hurdles to receive an exemption or a grant to be able to ensure 
that their staff are adequately trained, the government should give up now. I think it is a disgrace if people believe 
that the government or government bureaucrats have a better understanding of the training requirements for 
Western Australian employees than their employers. I believe that all businesses in Western Australia should be 
horrified at the thought. We already have too great a burden of red tape and bureaucracy on businesses that operate 
in Western Australia and, if anything, we should be doing whatever we can to reduce that burden. The government 
has introduced a grants scheme that will create additional hurdles; it is adding to the red tape and bureaucracy that 
businesses in the state of Western Australia will face. This will make our businesses in Western Australia less 
competitive than businesses elsewhere in Australia. We cannot sit by and allow that to happen. 

To reiterate my main points, the opposition does not support rorting of the system but we have seen no specific 
evidence of rorting. We see no systemic rorting of the payroll tax exemptions. The percentage of the workforce in 
training has been falling from 3.5 per cent to 2.5 per cent. If we do not have growing systemic rorting, why is the 
government making a systemic change to policy? If there are specific issues, the exceptions should be managed. 
The government should not make wholesale policy changes that catch everybody else who is doing the right thing 
and punish them for a few outliers who may be doing the wrong thing. The government should deal with the 
outliers—the people who are doing the wrong thing—without adversely impact on everybody else in 
Western Australia who is doing the right thing. The government should give them the freedom to go on and 
prosper, to run their businesses how they see fit, and to look at how they can improve the productivity of their 
workforce without a government looking over their shoulder and dictating how they should run their businesses. 
That is what the government is attempting to do through phases 1 and 2 of this bill. We will not sit by idly and 
allow that to happen. We will do everything we can to raise the alarm in Western Australia about this cash grab 
that the government is trying to go after. 

Finally, I reiterate that we do not for one minute condone inappropriate behaviour regarding exemptions to payroll 
tax, but we do not have the evidence to support the wholesale changes that will be made to the act and the wholesale 
changes that are being proposed for exemptions to payroll tax. 

DR M.D. NAHAN (Riverton — Leader of the Opposition) [1.53 pm]: I would like to follow on from the 
member for Bateman, the shadow Treasurer, and reiterate that we objectively looked at the Pay-roll Tax 
Assessment Amendment (Exemption for Trainees) Bill 2018 when we were in government. We looked particularly 
at the issues of the rapid growth in exemptions and expenditure, and exemptions for payroll tax for training. It was 
a special time in Western Australia when employment growth was very high, wages growth was very high and 
a lot of structural change was occurring. There was the construction boom and we were going to a production 
boom. We were concerned about certain characteristics of the use of the exemptions, so we looked into the source 
and analysed it. We put in measures, particularly capping the share of the workforce that was eligible for the 
exemptions, which we thought would perhaps reduce expenditure more effectively across firms, and strengthened 
the program. We identified a source of the problem—excessive use—and sought to address it. The government, 
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however, has chosen to phase it out altogether in a two-stage process and go into grants. That is essentially what 
we have been told will happen. As the member for Bateman indicated, the basis for this is a claim by the 
government that systemic rorting through excessive use—systemic tax evasion of the system—remains. We asked 
the government for evidence. We are not arguing that there is no evidence, we just want to see it. Government 
members and their advisers have been unable to provide that evidence. We are talking about training in an 
environment in which training is declining and a business sector that is going through a major transformation, as 
the member for Bateman outlined, from investment, to production, to diversification of our economy. Training is 
absolutely essential for not only employing new people, but also retraining old employees. The government’s 
proposal is to basically abandon a major program to support training and go to grants. We do not know what the 
grants will be. We do not know what the system will be. We do not know what the allocation will be but the 
government is implementing a two-stage process to phase out payroll tax exemptions, which have been used in 
this state for many years. They were put place in by a previous Labor government and are used in virtually all 
other states in the nation. 

If the government was serious about this issue, it would have undertaken a thorough review by consultants, 
bureaucrats, or somebody, provided evidence and put it forward as the basis for the bill. The government would 
also give some indication of where it was going with grants. The government would also ask whether it can fix the 
exemption system in the payroll tax arrangement rather than throw it out because we know that there are problems 
with grants, particularly with targeting in the bureaucracy. However, the government has not done that. It has told 
us, as we understand it, that all the money saved—I have heard $60 million will be saved in the first tranche, then 
$40 million—will remain in the training system. We asked the advisers where the savings would go from the first 
tranche of reforms that are proposed in this bill. They said that it will essentially backfill a national partnership on 
training with the commonwealth that has not been renewed for the last year, and which still has not been renewed. 
The idea is that the partnership will not be renewed, which will constitute the ongoing savings from this bill. I think 
the $60 million would be used to backfill for the national agreement; I might be wrong, but that is what we were 
told and it was implied in responses to our questions. However, we contacted the commonwealth and were told 
that the money for the national agreement is in the commonwealth budget for all the states, and will remain in the 
next budget and across the forward estimates. The money is there to renew the national partnership but the national 
partnership is changing. Before, it came largely without strings attached but now, a new agreement will have some 
strings attached to it. I am not sure what the strings will be, but the money from the commonwealth is there to be 
had. Our concern is that although this will generate savings and the savings in one year might replace the money 
lost from the lack of a national partnership, in the medium term, the national partnership will be renewed and the 
money will go to savings; it is a backdoor way to increase payroll tax. 

If that is what the government is doing, it should be honest about it and tell us. We will definitely not support the bill 
if that is the case. The other issue is that we asked for a systematic understanding of tax avoidance and asked how it 
could be addressed. The central point here is that all the training arrangements that receive an exemption have to 
receive the approval of the Department of Training and Workforce Development. The department has the ability to 
vet, control, restrict and alter the eligibility and detail of the exemptions. In other words, it has the ability to crack 
down on tax evasion. Why does it not do it? We know that firms know more about optimal training arrangements for 
their workers than bureaucrats. We also know that grants have a fundamental problem in that they are often—in fact, 
usually, almost inevitably—surrounded by a large amount of red tape, delays and difficulties. 

Debate adjourned, pursuant to standing orders. 
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