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TAXATION LEGISLATION AMENDMENT BILL 2015 
Third Reading 

MR W.R. MARMION (Nedlands — Minister for Finance) [12.30 pm]: I move — 
That the bill be now read a third time. 

MR W.J. JOHNSTON (Cannington) [12.30 pm]: This bill was considered in truncated detail last night. I make 
the point that we did not get to properly examine clause 14. There was some confusion about who was on their 
feet at the time, but that happens. Basically, the government, having rejected the Labor Party’s plan for sensible 
and proper savings in the budget at the time of the 2013 election, now finds itself in a panic position, having to 
raise significant taxes from small to medium enterprises in Western Australia. This bill is part of that process. 
We went in some detail through the government’s decision to act in the way it did. The member for West Swan 
in particular asked the minister why he chose this path. 
The ACTING SPEAKER (Mr N.W. Morton): Sorry, member, there are a number of conversations happening, 
which is making it difficult for me to hear, and I am sure Hansard as well; so if we have conversations, please 
take them outside. 
Mr W.J. JOHNSTON: The member for West Swan explored the alternatives to this decision. The minister said 
that alternatives had been considered, but he would not tell us what they were. That is an unsatisfactory 
approach, because the community cannot decide whether what the government is doing is the best option. There 
may have been another option that was better for the community. 

We also learned last night that the government has effectively rejected, in their entirety, the 
Economic Regulation Authority’s recommendations on payroll tax. I have not taken a lot of soundings from 
organisations about that, but I note that the government has had that report for quite a long time. I think the draft 
report came out at the end of 2013, and the final report was released in the middle of last year. One way or 
another, if I am wrong on that date, it has certainly been at least five months if not longer since the ERA’s final 
report. I remember having a briefing session last year, with the member for Willagee, from the head of the 
Department of Housing about matters raised by the ERA in respect of the Department of Housing, so I know that 
the report has been around for a long time. Last night we found out that the government has effectively rejected 
the recommendations in their entirety. That might have been a good idea. 

Mr B.S. Wyatt: The final report was released on 30 June 2014. 
Mr W.J. JOHNSTON: I am indebted to the shadow Treasurer for looking that up for me. The government has 
had the report for 10 months, and has not responded to any element of it. I wonder why the government would 
get a report done when it will not even respond to it. Clearly the government has rejected the report. The bill 
covers very briefly the issue of land tax, and I point out that there were a range of recommendations on land tax. 
Once upon a time, the Chamber of Commerce and Industry of Western Australia strongly supported the ERA-
style arrangement of broadening the base and lowering the rate of payroll tax. I understand that at the 
2013 election campaign the Chamber of Commerce and Industry departed from its previous support for a broad 
payroll tax with no exemptions but a very low rate, and now wants to see a rate with a threshold. I am not sure 
that the Chamber of Commerce and Industry supports the government’s position of eliminating the threshold for 
companies with large payrolls. 
Last night we were also able to have a think about the effect of the payroll tax on exporters. We did not look at it 
in great detail, but I make the point that a goods and services tax and a payroll tax are identical in their impact on 
employment. A business with 75 per cent of its costs based on services and inputs pays GST on those inputs, but 
rebates that GST against the GST paid by its customers. Imagine a supermarket operator—a classic example—
whose final customer is an ordinary citizen and not a business. The customer pays the supermarket a GST of 
10 per cent. If the product is valued at $100 and the GST is 10 per cent, the customer pays $110, $10 of which is 
the tax. However, before the supermarket remits that tax back to the tax office, if the supermarket has paid $90 
for its inputs, and has therefore paid $9 in GST, that $9 is deducted from the $10 paid by the customer, so only 
$1 is remitted to the tax office. The one cost that a business does not get input tax rebates is its payroll. That is 
the way the system works; everybody understands that. Ten per cent of the amount of the payroll is included in 
the goods and services tax that is remitted back to the federal tax office. That is why, in respect of wages, payroll 
tax and a goods and services tax, or a value-added tax—however it is described—impact on employment in 
exactly the same manner. 

The big difference that we were talking about last night, which is why I am raising it here, is that a payroll tax is 
paid on exports, whereas a GST is not charged on the labour component of an export, because export industries 
are input tax rebated. They do not have to pay the GST on the value of their exports at the point of export. 
Although the GST does not have a distortional effect on internationally traded goods, payroll tax arguably does. 
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I am not arguing, and I did not argue last night, that that is necessarily a bad thing. I am just making the point 
that that is the way the system operates. 

We had a discussion about the formulas in the bill. I draw the attention of the house in particular to clauses 13 
and 14 on page 9 of the bill, with the formulas for the calculation of the tapering value under this arrangement. 
We are leaving the thresholds to be calculated through a formula, whereas I pointed out that the annual threshold 
amount and the upper threshold amount could be specified in legislation. The minister said that the government 
did not do that because on 1 July 2016 the annual threshold is moving from $800 000 to $850 000. The minister 
also said that the Commissioner for State Revenue would do the calculations, not the employer. I make the point 
that it is always better for people to have the greatest amount of information. Simply relying on a website where 
they put in information and then get an answer is one way of doing it, but the other way to do it is to do that and 
give people the tools to make their own assessments. I do not think it is unreasonable to say that, for simplicity, 
it would have been better to have the values specified rather than having these extraordinarily complex and 
impenetrable formulas written here. 

I draw members’ attention to the formula on page 11, line 29, which states — 

AAT− [(W − AAT)×TV] 

I know the Acting Speaker understands that no more than I do when I read it, and I imagine that most people in 
the community when they read it will be just as bamboozled as I am. To the extent that the minister could have 
put figures in that formula, it would have been better. 

Mr W.R. Marmion: I am sure the bookkeeper in the organisation will be able to work it out. 

Mr W.J. JOHNSTON: Yes, minister. I am not going to reflect on the business of bookkeepers. I know when I 
ran the Labor Party a bookkeeper would come in for half a day a week — 

Mr W.R. Marmion: They would have been able to follow that pretty easily. 

Mr W.J. JOHNSTON: Sure. We were fortunate that we were not large enough to need to pay payroll tax, but I 
can tell members we paid all the other taxes, and would it not be better to be able to get away without having a 
bookkeeper? Anyway, Australia has the highest rate of personal income tax returns prepared by advisers rather 
than individuals of any country in the Organisation for Economic Cooperation and Development. That reflects 
the complexity of our tax laws. Our tax law complexity was driven by courts in the 1960s and 1970s ruling 
against commonsense. We now have very complex tax laws driven by the unusual decisions of courts back then. 

Mr W.R. Marmion: I do not disagree with you on that. 

Mr W.J. JOHNSTON: Yes, I am sure. 

If the minister remembers, we also had a bit of a discussion about clause 11. This clause will bring the Land Tax 
Assessment Act 2002 in line with changes introduced by the Building Act 2011. The minister acknowledged that 
this was an oversight in the Building Bill when it went through the chamber. I did not extensively participate in 
the Building Bill debate, but I remember that it was a very, very thick piece of legislation, and I accept that 
sometimes people make mistakes—we all do. Despite having 120 000 public servants, I am sure that the 
government sometimes makes mistakes. I accept that that was an oversight and that sometimes these things 
happen. But I was not very satisfied with the answers to questions about what has happened in the period since 
the Building Bill became an act and when this bill will become an act. There is the very narrow issue of strata 
titles issued by councils. Let me read from the bill’s explanatory memorandum — 

… deals with circumstances where land is the subject of a strata plan, but the plan does not require 
approval from the Western Australian Planning Commission. 

So, it is a narrow group of strata titles. The EM continues —Amendments have been made to the Strata 
Titles Act as a consequence of the enactment of the Building Act 2011. Section 5B(2) of the Strata 
Titles Act now requires a strata plan lodged for registration to be accompanied by: 

• an occupancy permit granted under an application mentioned in the Building Act section 
50(1)(a); or 

• a building approval certificate granted under an application mentioned in the Building Act 
section 50(1)(b). 

At the moment, the Taxation Legislation Amendment Bill 2015’s glossary refers to something else—other issues 
from the former arrangement. I am not quite sure what has happened over the last couple of years. If the 
instrument referred to under the current wording of the Land Tax Assessment Act does not exist and is not being 
used, I am not quite sure how it has been given effect. I am sure the minister might explain that to me in his third 
reading reply. It is only a minor issue, but it is certainly important. 
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I know the minister will be very excited to include an answer to the question about the title of the bill. The short 
title we have been asked to agree to is the “Taxation Legislation Amendment Act 2015”. But, of course, there 
already is a Taxation Legislation Amendment Act 2015. The minister said that perhaps this legislation will be 
called the “Taxation Legislation Amendment Act 2015 (No. 2)”. We agree with that. As the minister said—he is 
an engineer—this seems very logical. I am not an engineer, but I agree with him, and it certainly does seem very 
logical. I accept that there is a procedure to deal with this matter, but I am unaware of what that procedure is. 
Maybe the Governor has the right to give the act its final name. Maybe that is done by the Governor in Executive 
Council; I do not know. If that is the case, the minister has helped me with my political education. It is 
something that would be great to know. The minister explained why it happens, and I agree with his reasons for 
why it happens—it is logical—but he did not let us know the mechanism for that to happen. I look forward with 
bated breath for the minister’s explanation. 
We also dealt with Part 2, which amends the Duties Act 2008 in respect to the very narrow issue of 
superannuation funds owning property. For many years, superannuation funds, of course, invested in property, 
but they were not able to borrow for that purpose. Back in the 1990s, a small superannuation fund in Queensland 
topped the annual returns list. How it had achieved that massive return was detailed in a business magazine. It 
came out that the superannuation fund had bought shares in a proprietary limited company because it could not 
borrow money, and the proprietary limited company then borrowed money and invested it. That year, it had 
picked the right investment and, because of the leverage, its return was massive. That sounds very attractive and 
people might think that is a really good thing for superannuation funds to do, but, of course, as the minister 
knows from his time as a business consultant, with leverage comes risk, and that is what superannuation funds 
try to avoid. Superannuation funds try to avoid risk because their horizon is 30 years, not a short time, and one 
year’s return does not give people security in retirement. 
Having said all those things, superannuation funds have always been excluded from borrowing because we do 
not want them to take that risk. Let us assume that a superannuation fund took a large risk. If a fund has 100 000 
members, their retirement profiles would be such that some people would retire this year, some in 10 years’ time 
and some in 30 years’ time. If the fund takes a risk and a person retires while the risk is still on foot, they would 
have the benefit of the short-term gain from that high risk. When the risk comes to fruition, the value of the 
investment falls and the only people left to take the heat for that are the people who will retire in 10 or 30 years’ 
time. That is why we do not want funds to take the extraordinary risk of borrowing against assets that might 
decline in value. But many people still want to avail themselves through their superannuation funds of these 
types of opportunities through this leverage risk. That is why the arrangement in this legislation is that if a 
superannuation fund has only one beneficiary, it can transfer an asset from the beneficiary of the fund to a 
custodian on behalf of the trustee of the fund. That is a very, very narrow issue. There is a benefit to taxpayers 
because they can transfer the asset without paying—I think it is—the $20 nominal duty. They can transfer the 
asset from themselves to the superannuation fund through the process of the custodian, not the trustee, so in that 
way they do not have to pay duty on that transfer. However, of course, they had to pay duty when they bought 
the asset initially. Then we can see, starting at line 22 on page 3, an exclusion in that if the fund has more than 
one member, they lose the benefit. Then we can see in proposed section 123 at line 18 on page 4 that the tax 
commissioner can reverse out the benefit, and the date at which the benefit is reversed out is the date at which 
the super fund is covered by more than one person. The reason for doing that is so that the risk and the benefits 
align. Clearly, if the fund has only one person as a beneficiary and they are taking risks, they share the benefit of 
the risk—the upside—and if there is a failure of the risk and there is a downside, they suffer the consequence. 
However, in terms of the investment profile and their desire to retire at whatever date, they are on both sides of 
that risk; whereas with more than one person in the fund, the second person may have a different retirement 
profile and therefore a different appetite for risk. This is therefore a very clever way of ensuring that the 
beneficiary of the risk also bears 100 per cent of the downside of the risk. I think it is a very clever provision, 
and that the people behind that process have been very clever in the way they have designed the arrangement. I 
do note again from the explanatory memorandum the question that it is a custodian and not the trustee; and again 
that is regarding the question of the liability, the debt not being held actually by the fund but by the custodian on 
behalf of the fund, which is very, very technical but clearly worth ensuring. 
I want to finish my third reading contribution by saying one more thing, Leader of the House. 
Mr J.H.D. Day: Thank you for that. 

Mr W.J. JOHNSTON: I was interested to note last night, when we were participating in the consideration in 
detail stage, a document put out by Christian Teo Purwono and Partners, a law firm that operates in Indonesia. 
People in the chamber may be aware of my interest in Indonesia. It is a briefing paper titled “Mining Policy 
Reform—is GOI Willing to Pay the Price for More Revenue from the Mining Industry?” GOI, for the benefit of 
Hansard, means government of Indonesia. Of course this is not directly related to the legislation we are looking 
at, but there is on page 3 of this document a great quote that I should read in because I want to bring it back to 
the details of the bill. It quotes a World Bank report and states — 
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These concerns were summarized in the 19 March 2015 edition of The Jakarta Post as follows: 

“Indonesia could fall victim to its unrealistic and overly ambitious tax collection target, and 
the government’s frantic and quick-fix approach to boost state revenue could also backfire in 
the medium-term, the latest World Bank report on Indonesia reveals.” 

The Taxation Legislation Amendment Bill 2015 is exactly the same for Western Australia. We have had a 
reckless approach and quick-fix approach by the state government over the past six and a half years to our 
taxation revenue and spending. The Taxation Legislation Amendment Bill 2015 is just another symptom of that 
recklessness. Unrealistic and overly ambitious is what The Jakarta Post said of the government of Indonesia in 
that World Bank report. It is exactly what we have found here in Western Australia with the state government 
and the current Premier—unrealistic and overly ambitious expectations of revenue, and that is why we have 
ourselves in the deep problems that the state confronts today. 

Debate adjourned, pursuant to standing orders. 
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