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STAMP DUTY ON RENTAL BUSINESSES 
Grievance 

MR J.N. HYDE (Perth) [10.07 am]:  My grievance is to the Treasurer, on whom I call to cut and make fairer 
stamp duty on rental businesses.  We must decrease the financial impost and the red tape associated with stamp 
duty on businesses that hire out goods, particularly the many small and family-run businesses.  A number of 
party-hire equipment businesses exist within my constituency.  In our changing lifestyle, with more people in the 
work force, rather than dining at restaurants many people use outside caterers.  Self-employed people hire out 
glasses and other equipment and are required to pay stamp duty on every hiring activity.  A transaction as small 
as the hiring out of a dozen white wine glasses - as distinct from red wine glasses - for 30c each attracts stamp 
duty.  

The Government must examine this situation to see whether more fairness can be introduced into the system and 
the tax made more relevant, or if indeed a tax should continue to apply.   

The threshold at which this tax applies has been set at the very low figure of $25 000 for many years.  The 
requirement for the tax to apply at that threshold level is a joke.  I call on the Treasurer to consider doubling that 
figure so that stamp duty will kick in at a realistic level, the amount of red tape will be reduced and small 
businesses will be allowed to thrive.   

As one of seven colonies, we are in competition with other States.  As is the case when charging other taxes, we 
must remain competitive.  Compared with the stamp duty paid in other States on these transactions, Western 
Australia’s impost is the highest.  

One of the remarkable things I noticed as a new member seeing things through fresh eyes was that despite eight 
years of an allegedly pro-business coalition Government, taxes such as that were allowed to not only remain but 
also prosper.  I believe it is incumbent upon the Treasurer to fix up this taxation situation and look at it afresh.  
One of the big imposts on my constituents is the amount of paperwork they must deal with.  A small business 
with a $35 000 or $40 000 turnover has not only a goods and services tax requirement but also the additional 
burden under the state rental tax of more paperwork for a very small return.  One of the businesses in my 
constituency pays between $40 and $100 per month on not a particularly big turnover.  For the State to receive a 
mere $40 a month, the business must undertake about eight to 12 hours a month of paperwork.  Twice a year it is 
also required to submit private financial data from the business so that it can request a service reduction rate.  We 
must address the service reduction regime in this State.  I believe it is a ridiculous impost on small business at 
the moment.  It probably arose in the nineteenth century when people were using abacuses and probably pigeons 
to get messages across.  It is not appropriate in this day and age. 

I acknowledge that the Treasurer is looking at revenue neutral situations in the adjustments of taxation in this 
State.  I hope that within that construct we are acknowledging that clerks and others are dealing with the receipt 
of a mere $40 a month from this business, a situation which is perhaps replicated by 1 200 small businesses 
throughout the metropolitan area.  It means large staff costs and other add-ons are incurred in collecting a small 
amount of money.  If the threshold were raised, they would be able to use their time more productively in 
ensuring that perhaps the big businesses that should be paying tax, at hopefully a lower tax rate, pay that tax in 
full.  Even the lobby group for the hiring businesses, the Australian Finance Conference, acknowledges that the 
tax is uneven.  Because of the way it is written, it captures some businesses and not others.  Some businesses 
may be providing the same service, but they are not paying an equal tax.  If we can make the tax fairer, we will 
ensure that those who should be paying are paying and that one-person, small businesses are not paying as big an 
impost.   

I also believe that we should be looking at rewriting the rental business duty provisions so that this State’s 
legislation is consistent with that of other jurisdictions.  The rate in this State at the moment is 1.8 per cent; in 
New South Wales, it is 1.5 per cent; in South Australia, it is 1.8 per cent but with a different threshold; and in 
Queensland, the rate is much lower at 0.43 per cent but with a threshold at a lower rate.  From my quick 
assessment of various States, it seems that this State’s level of 1.8 per cent should come down and the threshold 
of $25 000 should perhaps be doubled so that the tax becomes a fairer impost on small businesses. 

This may be a very small issue.  I believe the Government should be applauded for looking at the minutiae of tax 
in this State instead of simply supporting the status quo.  Let us look at the reality.  By bringing the reality to the 
attention of the Treasurer, I believe that, at very little cost to the Government, this small tax could be adjusted to 
become much fairer. 

MR E.S. RIPPER (Belmont - Treasurer) [10.15 am]:  I thank the member for Perth for highlighting some of the 
inefficiencies in the State’s current tax system.  In response to those inefficiencies and nuisance taxes, the 
Government has commissioned a review of state business taxes.  The Government has prepared a response in the 
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form of a draft white paper, which is now out for consultation.  Because of the State’s financial circumstances, 
the Government has not been able to promise large reductions in the overall collection of business taxes.  The 
Government has had to say to the business community that it must be revenue neutral.  However, even within 
that constraint, it is apparent that we can make progress in reducing nuisance taxes and compliance costs on 
businesses. 

Rental business duty is one of those taxes for which compliance costs are high compared with the amount of 
revenue raised.  The Office of State Revenue has been concerned about problems with the current rental business 
duty provisions.  Those problems include some of those mentioned by the member for Perth, such as the service 
cost reduction and the duty free exemption threshold.  The Government raises about $23 million a year, or 
0.8 per cent of total taxation revenue, from stamp duty on rental business.  The revenue has been growing slowly 
over the years.  If we compare this State’s circumstances with those of other States, Western Australia has one of 
the highest tax rates in this area.  The relatively high rate of duty of 1.8 per cent may act as an incentive for 
agreements to be structured in such a way as to take advantage of lower rates of duty in other jurisdictions.  Hire 
purchase agreements are not subject to duty despite in many ways being similar to leasing arrangements.  
Therefore, as well as moving to other jurisdictions, people may seek to use hire purchase agreements rather than 
undertake a rental business because hire purchase agreements do not have duty payable. 

The compliance costs are high.  Taxpayers are required to self-assess their liability and lodge returns with the 
Office of State Revenue.  Because a number of businesses operate not only in this jurisdiction but also in other 
jurisdictions, they need to have systems that conform and comply with the different requirements of different 
States. 

In the business tax review we sought feedback from business on its problems with the taxation system in this 
State.  We sought its suggestions for ways of reducing compliance costs.  The report is very good.  I am pleased 
with the work that the Department of Treasury and Finance was able to do on this matter.  The draft white paper 
contains proposals for 43 separate measures to improve the State’s business tax system.  However, it is only a 
draft white paper.  The formal consultation period is drawing to a close.  I think that the time for the receipt of 
submissions has closed.  A reference group representing various business and professional interests, including 
experts on taxation, is still assessing public feedback and providing further advice to me. 

What is proposed in the draft white paper is the replacement of the current rental duty system with what the 
paper calls a hire of goods regime.  This would involve a progressive system of taxation with a substantially 
lower rate of 0.75 per cent for equipment financing arrangements and 1.5 per cent for other hiring arrangements.  
Importantly, this would make Western Australia consistent with New South Wales and the Australian Capital 
Territory, reducing cross-jurisdictional issues and consequent compliance costs about which people have been 
complaining.  Smaller businesses would be able to submit quarterly rather than monthly returns under the 
proposal. 

The most important point is that the annual exemption threshold would be raised to $50 000.  This would mean 
that approximately 150 taxpayers would be removed from the base at a cost to revenue of about $110 000 a year.  
That last statement really highlights the potential for reform because of those 150 taxpayers incurring all those 
compliance costs to raise only $110 000.  That is not a reasonable way in which to raise taxation revenue. 

I believe that the member for Perth will find that the complaints of his constituents will be to a large extent 
answered if the Government is able to implement the proposals in the draft white paper on the business tax 
review.  That paper is a package.  We cannot have a circumstance whereby all of the positives for particular 
businesses are implemented but none of the proposals that would raise the revenue, which is still necessary, is 
implemented.  The package cannot be cherry picked so that a proposal such as this, which is good from the point 
of view of the businesses affected, is picked up and another tax proposal that might increase the tax burden on 
another business is rejected.  Provided that we can get that mature response from the business community, we 
can go ahead with the reforms that have been proposed.  The business community understands that in any reform 
there will be winners and losers.  However, despite there being some losers, it must understand that the overall 
direction is in the best interests of the State.  I am pleased that the business community has responded maturely 
to date.   

I have also been pleased with the way people have participated in the consultation process.  Recently, I walked 
into the Governor Stirling Towers building and met Joe Lenzo from the Property Council of Australia who was 
walking out the door.  I asked him what he was up to and he said that he had just attended a meeting of the 
Government’s reference committee on the business tax review.  That is an example of the willing commitment 
people have made to get a better tax system for businesses in this State that will benefit the State’s economy, 
businesses and the State Government.  

The ACTING SPEAKER (Mr A.J. Dean):  Grievances noted. 
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