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ESTIMATES OF REVIEW AND EXPENDITURE 
Consideration of Tabled Papers 

Resumed from 20 September on the following motion moved by Hon N.D. Griffiths (Minister for Racing and 
Gaming) - 

That pursuant to Standing Order 49(c), the Council take note of tabled paper No 657 (Consolidated 
Fund Estimates 2001-02), laid upon the Table of the House on 13 September 2001. 

HON ALAN CADBY (North Metropolitan) [4.41 pm]:  On 10 February the people of Western Australia went 
to the polls with the knowledge that if the Labor Party won government, there would be no tax increases 
whatsoever.  How did the people know that?  They knew that because in a debate on television Hon Geoff 
Gallop, the then Leader of the Labor Party, stated quite categorically that there would be no tax increases. 

Hon Derrick Tomlinson:  He also said there would be no new taxes. 

Hon ALAN CADBY:  He probably did.  The former Premier, Richard Court, made it quite clear that he believed 
that if a Labor Party was voted into power, the first thing it would do would be to increase the tax burden.  How 
right he was! 

I shall talk briefly about payroll tax.  I apologise for my voice, but I am sure that to some members it sounds 
quite sexy.  Payroll tax is a burden, and many businesses cannot afford it to be increased from 5.56 per cent to 
six per cent.  The budget papers provide a glib explanation for the increase, and state that it is around the average 
of the top payroll rates currently applying in other States.  I read table 3 on page 30 of the 2001-02 Economic 
and Fiscal Outlook.  The rate of payroll tax in Western Australia will move to six per cent, and as at 1 January 
2002 the rate of payroll tax in Victoria will be 5.45 per cent, 4.8 per cent in Queensland, and 5.75 per cent in 
South Australia.  Three States have a payroll tax rate far below that in Western Australia.  Tasmania and the 
Australian Capital Territory, which have a higher rate, have exemption thresholds considerably higher than that 
in WA.  The Western Australian threshold is $675 000, whereas in Tasmania it is $1 million and in the 
Australian Capital Territory it is $1.25 million.   

I will add the total revenue from payroll tax listed in a table at page 6 of the Budget Overview.  In 2001-02 the 
total revenue in payroll tax is estimated to be $33.2 million; in 2002-03 the figure is $99.1 million, which is a 
dramatic increase of $65.9 million in one year; in 2003-04 the figure is $104.2 million, which is an increase of 
$5.1 million over the previous year; and in 2004-05 the figure is $110.2 million, which is a rise of $6 million 
from the previous year.  That is a rise of $77 million over four years, with the biggest increase being $66 million 
in 2001-02 - an increase of 200 per cent - at a time when most sensible forecasters believe business will be least 
able to afford it. 

Another tax placed on business is the removal of the principal residence exemption which will hit business with 
an additional $11 million taxation burden.  These taxes will increase the total burden by $77 million, and the 
projected growth for 2001 to 2003 is expected to be approximately three to four per cent a year.  That estimate 
was made, of course, prior to the recent troubles in America, and I do not know whether that will have a 
dramatic effect on the projected growth for Western Australia over the next two years. 

In a speech the other day Hon George Cash spoke at length about the premium land tax.  It is said that the 
premium land tax will affect only 900 people.  I want to examine not the annual rate of the premium land tax, but 
the cumulative rate if people decide not to pay it in one go, because it is quite frightening.  The revenue from the 
premium land tax - and I will read from another table - in 2001-02 will be $12.1 million; in 2002-03, 
$8.8 million; in 2003-04, $9.4 million; and in 2004-05, $10.1 million.  My first comment about this table is that I 
do not understand the fall of 27 per cent from $12.1 million to $8.8 million over the periods 2001-02 to 2002-03.  
I can only conclude that many people will be forced off their land, which will then be subdivided, and therefore 
the Government will not receive the tax. 

Hon N.D. Griffiths:  I understand the member is going to ask me a question about that. 

Hon ALAN CADBY:  That is correct. 

Hon N.D. Griffiths:  When he asks me a question I will give him an answer. 

Hon ALAN CADBY:  Does the minister have an answer? 

Hon N.D. Griffiths:  I have answers for the member. 

Hon ALAN CADBY:  That makes a change.  The tax of $12.1 million represents a premium land value, if my 
mathematics are correct, of about $1 500 million.  If, as stated, only 900 properties are affected, the average 
valuation of those properties is $1.672 million.  In the other place when this matter was discussed, the issue was 
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raised that these people are asset-rich but cash-poor.  There was some debate about whether they would have to 
sell their family homes.  I understand, although I cannot quote from Hansard, that the Minister for Planning and 
Infrastructure made light of the situation facing these asset-rich but cash-poor people - many of them are into 
their twilight years - by saying that the Gallop Government was doing them a favour by forcing them to sell their 
homes, and if anybody did not agree with that then they were living in pixie land.  It is nice to know that we on 
this side of the House are living in pixie land.  My neighbours will be very keen to hear that.  Many of these 
people have lived in the same houses for 40 or 50 years, and I would not blame them if they did not want to 
move.  What will the liability be?  Instead of making annual payments, payment will be settled on death  - in 
other words, it is a Labor death tax.  What will be the eventual debt to the Government?  To assess the actual 
debt I have used some hypothetical figures, which I think are fairly conservative.  If the minister is shocked at 
the estimated eventual liability, he should consider what it would be like if I used the real figures.  

Hon N.D. Griffiths:  You said you were talking about your neighbour?   

Hon ALAN CADBY:  She lives in pixie land with me.  

Hon N.D. Griffiths:  I was not referring to your colleague next to you, but to your next door neighbour.  

Hon ALAN CADBY:  Perhaps the minister can tell me whether the figures I use in my model are a long way 
out.  I would be pleased to come back later and provide the correct figures.  I have taken what I consider to be a 
reasonable average valuation of $1.672 million. 

Hon N.D. Griffiths:  You are making life easy with a figure of $1.672 million!  

Hon ALAN CADBY:  It is a nice round figure!   

I have estimated that property values will increase at eight per cent a year without taking account of the usual 
spikes.  Is that reasonable?  In some cases values could spike by 10 per cent, 15 per cent or 20 per cent. 

Hon N.D. Griffiths:  Values vary over time.  

Hon ALAN CADBY:  Is the minister happy with that reasonable estimation? 

Hon N.D. Griffiths:  I am never happy; you make your own speech.  

Hon ALAN CADBY:  I will use a rate of eight per cent.  I am not sure what interest rate the Government will 
charge. 
Hon N.D. Griffiths:  Make that up too. 

Hon ALAN CADBY:  I am. 

Hon Dee Margetts:  I believe it is eight per cent.  
Hon ALAN CADBY:  I have used nine per cent because it is in my favour.  I hope that is okay? 
Hon Dee Margetts:  I thought the Government made it eight per cent.  
Hon ALAN CADBY:  That is a very low threshold rate with the home lending rate of 6.29 per cent.  However, if 
interest rates rise by half a per cent in the next six months, they could increase to eight or nine per cent.  Let us 
say that the interest rate is nine per cent and the CPI is three per cent, which figure I got from the budget papers.  
My model is based on property values increasing by eight per cent, a government interest rate of nine per cent 
and a CPI index factor of three per cent.  Based on a valuation of $1.67 million, after the first year the amount 
owed in land tax would be $13 400.  In the second year, the land value would increase to $1.8 million, which 
would incur a debt that year of approximately $15, 472.  Based on a five-year period, the amount owed at the 
end of five years would be $89 761, without any compounding.  I think Einstein talked about the miracle of 
compound interest, although he was not talking about compound interest as a debt.  Over those five years - 

Hon Barry House:  It is a miracle if you are a saver rather than a lender.  

Hon ALAN CADBY:  Those of us who have just learnt about the new superannuation policy for new members 
will understand that compound interest is very important to our final benefits. 

Hon N.D. Griffiths:  You should see Peter Costello about that; it is an outrageous tax.  

Hon ALAN CADBY:  After five years, the tax would amount to approximately $89 561.76.  The compound 
interest would bring the debt to $114 481 - an extra $24 000 in interest alone. 

Hon Barry House:  That is why it is a death duty. 

Hon ALAN CADBY:  Indeed. 

Hon N.D. Griffiths:  What would the property be worth at that stage? 

Hon ALAN CADBY:  Based on my model, it would be worth approximately $2.27 million.   
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Hon Kim Chance:  That destroys the argument a bit.  

Hon ALAN CADBY:  Would members opposite like me to read the values from the chart?  I am sure they would 
be very interested. 

Hon George Cash:  It is a very serious matter, even if the ministers think it is a joke. 

Hon Kim Chance:  I said it destroys the argument. 

Hon N.D. Griffiths:  I have not said it is a joke, but I think you are looking at only one side of the ledger. 

The PRESIDENT:  Order!  

Hon ALAN CADBY:  If the minister had a graphics calculator I could quickly show him how to work it out. 

Hon N.D. Griffiths:  I do not think you should invite interjections.  

Hon ALAN CADBY:  In 10 years, the tax owed would be approximately $254 573.  With compound interest 
over two years, that would create a liability of $386 900 dollars, or, to put it another way, $132 400 in interest 
payments alone.  That would be a huge debt, particularly when it is in interest payments with nothing to show for 
it.  It is not as though the landowners would have borrowed for a holiday, to buy another property or to buy a 
new car.  It would be a debt incurred on Labor’s death tax.  

Because of the tax grab mentality of Labor Governments throughout history, this Labor Government will be 
tempted to reduce the exemption from $1 million to, say, $750 000.  If other parameters were to remain constant 
- we all know they may not; it is easy to raise a payment of two to three per cent - after five years the liability 
would be $148 000 and after 10 years it would be nearly $500 000. 

Hon Kim Chance:  Based on your figures, the equity would be greater.  The equity would rise at a rate faster 
than the cumulative debt.  

Hon ALAN CADBY:  I have based my calculations on the other values increasing at a constant rate.  As I said, 
for my model I needed a figure.  I kept the growth at eight per cent and the interest rate at nine per cent. 

Hon Kim Chance:  Would there be no growth in debt in real terms? 

Hon ALAN CADBY:  When the Government lowers the threshold on the land tax, as it will because it will be 
short of money, and increases the rate, that will be the liability.  I bet that the Government will alter the 
parameters of this land tax as it must to fund the promises it made to the electorate. 

Hon Kim Chance:  We funded those.  It is your Government’s commitments that caused this tax.  

Hon ALAN CADBY:  We are not talking about the Liberal Party’s budget; I thought we were debating the 
Labor budget. 

Hon Kim Chance:  We are talking about the muck up.  

Hon Barry House:  You made more promises. 

Hon Kim Chance:  The coalition’s promises amounted to $762 million, but they were not funded. 

The PRESIDENT:  Order! The Leader of the House does not have the call, Hon Alan Cadby has it.  

Hon ALAN CADBY:  They are being quite helpful because I am struggling with a sore throat, Mr President.  I 
welcome the interjections from the other side. 

The PRESIDENT:  Order! Hon Alan Cadby may welcome the interjections, but the Chair does not.  

Hon ALAN CADBY:  I refer to another couple of Labor promises indicated in its document “Employment and 
Training”.  One of the electoral promises indicated in its document is an allocation of $6.6 million for new 
apprenticeships.  Labor has allocated $6.4 million.  An allocation of $6.4 million for 800 apprenticeships 
amounts to roughly $8 000 per apprentice.  If it were $6.6 million as promised, the number of apprenticeships 
would be 820.  An extra 20 apprenticeships would be available based on the financial promise made by the 
Labor Government.  That may not sound a great increase; nonetheless it would have been a very important start 
to the careers of each of those 20 people.  Another promise made by the Labor Government was $3.4 million for 
new traineeships.  The fact is that Labor has allocated $2.7 million, not $3.4 million.  Once again, with a little 
simple arithmetic, $2.7 million for 800 traineeships means about $3 400 per traineeship.   

[Continued on page 4207.] 
 


