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RACING AND WAGERING WESTERN AUSTRALIA TAX AMENDMENT BILL 2006 
Consideration in Detail 

Clauses 1 to 3 put and passed.  
Clause 4:  Section 3 amended -  
Dr G.G. JACOBS:  I move - 

Page 2, line 16 - To delete “gross” and substitute -  
nett 

The minister made some comments about the definition of “gross revenue”.  This bill redefines the definition of 
“gross revenue” as used in accountancy.  It reinvents the wheel.  Had the bill used the words “gross profit 
revenue” or “net revenue”, we could have assumed that if we deduct the moneys that are paid in winnings from 
the moneys that are paid to RWWA for wages, we will get the net figure.  An accountant’s understanding of 
“gross revenue” would not involve the formula of total moneys minus winnings.  It would involve some kind of 
net component.  One can refuse to accept a calculation based on net revenue.  Another term has been used in the 
explanation of the methodology in the explanatory memorandum.  It is proposed to change the methodology for 
Racing and Wagering Western Australia’s off-course racing totalisator wagering from that currently based on 
turnover to one based on gross profit.  The concept of gross profit means more to the uninitiated, like me, than is 
the case with gross revenue.  I have flagged various other questions, but perhaps the minister could walk me 
through the rationale behind redefining “gross revenue” from what everybody else understands the term to mean. 

Mr M. McGOWAN:  I thank the member for Roe for his suggestion.  The government will not support the 
member’s amendment.  The government is providing a tax cut for the industry and is converting the taxation 
system to the same system that applies to the Burswood Casino.  That change has been sought by the industry.  If 
we were to pursue the course of action suggested by the member for Roe, the methodology for the tax to be 
applied would be different from that applying at the casino.  We would, in effect, have to lift the tax rate because 
once expense deductions - for example, in the form of income tax - are put in place, a system will be created in 
which tax cuts will be uneven across clubs, and a new layer of bureaucracy will be created.  That would perhaps 
require increases in tax rather than decreases. 

I will explain to the member the way the system currently works.  If a $1 bet is received by the TAB, it is placed 
in the totalisator pool.  It is not TAB revenue; it is controlled by the totalisator pool.  The only TAB revenue is 
the commission from the $1 bet which, on average, is 16c before expenses.  The 16c is used to pay stakes, 
distribute to clubs, and meet administration costs and all those sorts of things.  The remainder of the bet, 84c, is 
paid to the punter as winnings.  Punters get 84 per cent of what they pay, and the industry gets 16 per cent as 
dividends.  The bill proposes that the tax be applied at this point - that is, on the 16c retained as gross revenue - 
before the TAB meets its expenses.  The mechanism that is applied at the casino is the mechanism that the 
government proposes to apply in this case.  The member for Roe asked whether any accountants have looked at 
the system and been happy with it; the director general of the department is a Fellow of the Australian Society of 
Certified Practising Accountants, and I am reliably assured that he is very happy with the system that the 
government is putting in place. 

Mr M.J. COWPER:  Further to the member for Roe’s point, I ask the minister about off-course racing revenue 
in Western Australia.  The TAB revenue is 16 per cent.  What is the current tax level and what will it be under 
the new regime? 

Mr M. McGOWAN:  The tax is currently levied against the dollar.  Therefore, if a punter places a $1 bet on a 
horse or a greyhound, the tax is levied against the $1 at a rate of five per cent.  This legislation will apply a rate 
of 21 per cent, but only on revenue.  The 21 per cent will be net of GST, which will effectively make it 11.91 per 
cent.  Although the rate increases, the amount of money it is applied to is profit only, rather than the entire 
amount.  In effect, it is a tax cut from five per cent, under the existing scheme, to 3.5 per cent.  This has been 
warmly welcomed by the industry because it means revenue is calculated against profits only rather than against 
the entire takings of the industry.  That is more consistent with business practice: tax is applied only on what is 
earned, rather than on takings. 

Mr M.J. Cowper:  Does that go directly to RWWA, or does it go via - 

Mr M. McGOWAN:  The tax cut will go directly to the industry body, which is Racing and Wagering Western 
Australia.  It can then be used to increase stakes and so forth, although it has already been factored in by RWWA 
with respect to its expectations of future stakes. 

Mr M.J. Cowper:  What does that equate to in dollars, based on current turnovers in Western Australia? 
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Mr M. McGOWAN:  After this legislation is in place, there will be a further $12 million per annum benefit to 
the industry.  That will obviously grow as the industry grows and the tax benefit grows over time. 

Mr M.J. Cowper:  So if you have a good year, regardless of whether the tax goes down - 

Mr M. McGOWAN:  Yes; it is like all tax. 

Mr M.J. Cowper:  How do we track that money into the future? 

Mr M. McGOWAN:  Like all tax, the earnings of the industry are reported annually.  If taxes are cut, more 
money will go into the pockets of individuals rather than to the state.  The prediction is $12 million.  The 
Department of Treasury and Finance and the Department of Racing, Gaming and Liquor have examined this 
matter, and the assessment is for a $12 million benefit. 

Mr M.J. COWPER:  The minister said that gross benefits will go to infrastructure requirements, primarily in 
regional Western Australia.  What is the plan for that money? 

Mr M. McGOWAN:  I think the member is confusing this with the infrastructure grants program announced by 
the state government, which is administered by me.  However, I accept advice from RWWA on where the money 
should be spent.  Even though it is state money, RWWA is the industry body and it is best placed to advise the 
government about best benefit for money across the state.  It has generally come up with pretty good advice.  A 
$12 million tax cut will go to the industry, which will be reflected in higher stakes and distributions around the 
industry. 

Mr M.J. COWPER:  Will that money go directly back into the industry, or will there be a proliferation of office 
jobs, computers and such things?  I would like that money to reach the areas it is most needed, rather than being 
siphoned off for various other initiatives. 

Mr M. McGOWAN:  Both political parties supported the establishment of Racing and Wagering Western 
Australia.  It was agreed that the industry should have an overarching body that runs itself.  That is what has 
been done.  It is up to RWWA to run the industry; it is the body responsible to do so.  My impression, for what it 
is worth, is that RWWA runs a pretty lean operation, given the complexity and size of the industry across 
Western Australia.  It is the envy of every other state, because fewer people are involved in administration, and 
greater numbers of people are involved in the industry, with a greater return for people who have made 
investments.  It is up to RWWA to determine what it does with the money, just as it is up to anyone who receives 
a tax cut to decide what is to be done with it.  I will not direct RWWA about who sits in what job in which 
office.  I think it would be inappropriate for any minister to try to do that; in fact, under the law, it is impossible 
for me to do so.  

Mr A.J. SIMPSON:  At the start of consideration in detail the minister mentioned the amount of tax paid by the 
industry compared with the amount of tax paid at the casino.  If I spent one dollar at the Burswood Casino, one 
dollar at a TAB and one dollar at an on-course totalisator, what is the breakdown of that dollar for each of those 
cases?  The minister mentioned that 84 per cent of moneys go back to punters and 16 per cent goes back to the 
industry.  Does the same formula exist for the casino?   

Mr M. McGOWAN:  If a dollar is spent on a horse bet, 84c is returned to punters and 16c goes to the industry 
for returns to the jockeys, owners and so forth.  The tax is applied to the 16c.  The casino is quite different.  We 
apply a tax to whatever the players lose on the gaming machines.  There are different tax rates on tables and for 
the international room.  The rate is the same as that for the gaming machines, which is what the industry - not 
us - asked for.  That is what we have done. 

Dr G.G. JACOBS:  Can the minister walk me through the mechanics of moneys collected by the off-course 
totalisator and how that translates to extra money for Racing and Wagering Western Australia to devote to the 
industry? 

Mr M. McGOWAN:  I am not sure whether I heard the question correctly.  This is a tax cut so that RWWA will 
have more money to spend on the industry. 

Dr G.G. Jacobs:  What are the mechanics of that for, for instance, a TAB that I may go into to have my very 
rare bet?  Are all the moneys handled by RWWA? 

Mr M. McGOWAN:  RWWA or the TAB - they are the same thing - manages the pool.  All the money that 
goes in - $1.3 billion per annum - is managed by RWWA.  For every dollar, 16c is retained for the industry.  
From that 16c in every dollar, a fee is paid to each of the agents.  The agents get a fee for every bet.  They 
become more successful depending on how many bets are taken at their agencies.  Their customer service and 
the quality of their facilities may affect the number of people they attract.  They get additional fees depending on 
how many bets are placed at their agencies.  Increased turnover is in their interest because they get their fees 
from that.  The fee paid from RWWA depends upon the takings.  That is how it works. 
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Dr G.G. JACOBS:  I mentioned in my second reading debate contribution that I would ask the following 
question.  Can the minister quantify the amounts represented by “A” and “B” to the state?  The bill states - 

“A” is the amount of all moneys paid to RWWA in respect of those wagers; . . .  

Is it possible to quantify “B”? 

Mr M. McGowan:  “A” represents the $1.3 billion turnover, which is the amount of money punters across the 
state spend.  “B” is the 84 per cent that is paid by the TAB - that is, RWWA - back to the industry. 

Dr G.G. JACOBS:  That is 84 per cent of the $1.3 billion? 

Mr M. McGowan:  Yes, back to the punters.  What is left is available for running the operation, including tax, 
stakes and all those sorts of things. 

Dr G.G. JACOBS:  The minister’s calculation is that it is about $12 million? 

Mr M. McGowan:  No, the $12 million is the amount of the tax cut going back to the industry once we cut the 
tax on the government’s take. 

Dr G.G. JACOBS:  I understand. 

Amendment put and negatived. 

Clause put and passed. 

Clause 5 put and passed. 

Title put and passed. 
Leave granted to proceed forthwith to third reading. 

Third Reading 

Bill read a third time, on motion by Mr M. McGowan (Minister for Racing and Gaming), and transmitted to 
the Council. 
 


