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BUSINESS TAX REVIEW (ASSESSMENT) BILL 2003 
BUSINESS TAX REVIEW (TAXING) BILL 2003 

Cognate Debate 
On motion by Hon Nick Griffiths (Minister for Racing and Gaming), resolved – 

That the second reading debate for orders of the day No 165, Business Tax Review (Assessment) Bill 
2003, and No 166, Business Tax Review (Taxing) Bill 2003, be dealt with cognately. 

Second Reading - Cognate Debate 
Resumed from 10 April. 

HON GEORGE CASH (North Metropolitan) [5.30 pm]:  We are dealing with the Business Tax Review 
(Taxing) Bill 2003, which is a Bill to amend the Land Tax Act 2002 and the Pay-roll Tax Act 2002, and the 
Business Tax Review (Assessment) Bill 2003, which is described as a Bill for an Act to amend the Land Tax 
Assessment Act 2002, the Land Tax Assessment Act 1976 and the Pay-roll Tax Assessment Act 2002, and for 
related purposes.  Members will be aware that under the Constitution Acts Amendment Act, in particular section 
46(7), when a taxing Bill is introduced, there is a requirement that that Bill deal with that taxing measure alone.  
As a result of that, although the subject matter of the business tax review that has been carried out by this 
Government could have perhaps been dealt with in one Bill, because we are also dealing with taxing measures, 
there has been a need to split the Bills.  In that regard, we are happy to debate them cognately, although I 
indicate to the House now that having considered the content of the Bills and the impact on the business 
community, the Opposition will not support either Bill. 

It is important that we recognise where we have come from, because if we do not know where we have come 
from, there is a good chance we have no idea where we are going to.  By way of history, I should indicate that in 
September 2001, the Treasurer announced that he intended to conduct a review of state business taxes.  I was 
very pleased to hear that, because the issue had been raised in the previous Court coalition Government on a 
number of occasions.  In fact, some of the work had been commenced during the period of the former 
Government.  However, the current Treasurer - I give him credit for making the decision - formally made the 
decision to proceed with the formal review of state business taxes. 

Before we move too far down the track, it is important to recognise that, in the main, Western Australia relies on 
commonwealth grants and funding and that the state tax base is relatively narrow.  In fact, it comprises relatively 
few individual taxes.  In the main, the breakdown of WA tax collections is that the State derives about 33 per 
cent of state taxes from payroll tax, 19 per cent from stamp duty, 16 per cent from motor vehicle taxes, 13 per 
cent from financial transaction taxes, 10 per cent from land tax, four per cent from gambling, and five per cent 
from other taxes.  That in itself indicates how narrow the state tax base is.  Notwithstanding that, the fact is that 
the State still derives a significant amount of money by way of state taxes, and the business community, along 
with others in the community, has complained from time to time that the current taxing arrangements are in fact 
inefficient in the way in which the taxes are designed and that there is room for improvement. 

In 2001 the Treasurer announced that there should be a review of state business taxes, and he set up an 
independent group.  The terms of reference required that independent committee to review and examine all state 
taxes in Western Australia, and the committee’s overall objective was to make recommendations on how the 
Government could improve the efficiency, equity and simplicity of the State’s tax system.  A particular emphasis 
was to be placed on minimising compliance costs. 

One of the parameters that was set, which obviously inhibited the committee from making some drastic 
recommendations, was that the committee’s recommendations were to have no net budgetary implications; that 
is, they had to be revenue neutral.  Therefore, from the very beginning, so to speak, the committee was restricted 
in what it would be able to recommend in due course. 

The review was conducted by the Department of Treasury and Finance.  A considerable number of industry, 
taxpayer and community groups were approached, and a number of those that were approached made formal 
submissions to the committee.  The final report of the committee was submitted to the Government in February 
2002.  Having received the final report, the Government gave consideration to the recommendations that had 
been made - I believe 43 recommendations were made by that committee - and the Government has made a 
number of announcements since the middle of 2002 about the proposed taxing package that it intended to submit 
to the Parliament.  In general terms, the Government has said that the objective was to attempt to reduce the 
number of state taxes, to try to simplify tax rate scales for the major remaining taxes, to improve 
interjurisdictional harmonisation, to improve tax administration and to improve Western Australia’s tax 
competitiveness. 
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I said that the committee originally reported to the Government in February 2002.  In June 2002, after the 
Government had considered the committee’s earlier recommendations, the Government released a draft white 
paper titled “Streamlining Western Australia’s Tax System: Fewer, Fairer and Simpler”, and that document was 
submitted for public comment.  In general terms, the streamlining of the tax system, as the Government 
portrayed it, was said to be aimed at delivering a tax system - similar to those issues that I raised earlier - that 
was worded in the following terms: that has fewer taxes, is fairer, less distortionary, more competitive, simpler, 
and minimises taxpayers’ compliance costs.  In general terms, the committee had picked up the requirements set 
out in the original terms of reference. 

The proposition that was put to public comment was that, as part of the package of reforms being proposed, there 
would be a reduction in state taxes.  At the time the Government referred to six of the taxes as six nuisance taxes.  
It was agreed that there would be an abolition of stamp duty on cheques in the financial year 2003-04, the 
abolition of stamp duty on leases for that same financial year, the abolition of stamp duty on marketable 
securities for the same financial year, the abolition of stamp duty on life insurance for the same financial period, 
the abolition of stamp duty on workers compensation insurance for the financial year 2004-05, and the abolition 
of the debits tax from the 2005-06 financial year.  It has been said that those taxes currently raise around 
$150 million, and I refer at this stage to the June 2002 draft white paper titled “Streamlining Western Australia’s 
Tax System: Fewer, Fairer and Simpler”.  As much as those taxes currently raise $150 million, I remind 
members that one of the terms of reference that the committee was required to meet was that any 
recommendations it made were to be revenue neutral.  Notwithstanding the fact that these taxes raise 
$150 million and were to be abolished at various stages up to the financial year 2005-06, that $150 million 
clearly has been pushed into other taxing areas.  One of the areas that has borne the brunt of that is payroll tax.  I 
said that payroll tax represents about 33 per cent of the total state tax revenues.  The proposal within the taxing 
Bill is for payroll tax to have an exemption amount of $750 000, but after that exemption amount a flat payroll 
tax rate of six per cent is to be imposed on company or business payrolls.  I will get to that in a moment.   

It is important to recognise the alleged criteria for good taxation design.  The following elements were 
considered by the committee: the element of efficiency, equity, cost-effectiveness, stability, transparency and 
interstate and international competitiveness.  The two documents to which I have referred to date - the “Review 
of State Business Taxes”, which was published in June 2001, and “Streamlining Western Australia’s Tax 
System: Fewer, Fairer and Simpler”, which was published in June 2002 - are very useful publications and 
contain a good amount of information so that any reader would clearly understand the sorts of things that the 
committee considered in making its recommendations to the Government.   

Following consideration of the draft white paper, three additional matters were agreed to.  The changes 
additional to those that were put forward in the June 2002 draft white paper included the hire of goods duty, the 
expansion of coverage of measures to remove the imposition of double conveyance duty on certain substituted 
purchasers, and issues relating to the Commissioner of State Revenue providing a report to the Treasurer 
considering matters involved in providing public and private binding rulings.  That was raised in one of the 
standing committees when it considered the Taxation Administration Bill 2001 and the associated package of 
Bills.  One of the three additional recommendations that I was looking for, which were amendments to the 
existing recommendations contained in the 2002 draft white paper, was a downward revision of the estimated 
revenue impact of the proposed abolition of the land tax land developers’ concession.  My documentation is such 
that I do not have the other two, so perhaps the minister will be able to provide me with that information in due 
course.  That will give the minister something to do in the meantime.   

Hon Nick Griffiths:  I am taking copious notes.   

Hon GEORGE CASH:  I can tell that the minister is taking copious notes.  I am sure that the information is 
contained within the document I have; however, I am not able to find it readily and maybe it would be 
convenient if the minister indicated in due course those three additional recommendations that were agreed to 
following the adoption of the June 2002 recommendations.   

The question therefore to be asked is, what do these Bills do?  The taxing Bill changes payroll tax.  It amends the 
current threshold from $675 000 to $750 000 and then imposes a flat six per cent payroll tax rate on a wages bill 
over $750 000.  If one analyses the effect or the impact of that decision, one will see that the major winner is big 
business; that is, businesses that currently have payrolls in excess of $5.625 million as of 1 July will get a 
$45 000 reduction in their payroll tax bills, so to speak.  It very much is a case of the Government making a 
policy decision that will favour the big end of town.  The interesting point is that although big businesses will 
save $45 000 in their payroll tax burden, it will make very little difference to their bottom line.  In fact, the sorts 
of corporations that I am talking about in the main have significant other national and international operations, 
and that $45 000 will make very little difference to their business enterprise.  On the other hand, because there 
has been a reduction of $45 000 to big business and because there is an increase in the threshold and then a flat 
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six per cent rate will apply thereafter, small business will pay up to $18 000 extra in some cases, which small 
business will argue is subsidising big business.   

A long time ago there was a television program called Robin Hood.  As I recall, Robin Hood used to take from 
the rich and give to the poor.  It seems to me that this Government is Robin Hood in reverse; it gives to the rich 
and takes from the poor.  That is emphasised in parliamentary question 703, which I asked on 13 March, about 
the tax-free threshold in payroll tax reform.  It states - 

(1) Will the Treasurer confirm that his payroll tax reform proposal involves the introduction of a 
$750 000 tax-free threshold for firms currently in the top payroll tax bracket?  That would 
reduce the payroll tax burden for those firms by $45 000.   

(2) Will the Treasurer indicate how many firms currently in the top payroll tax bracket will benefit 
from the $45 000 payroll tax cut as a result of his proposed reforms?  

(3) Given that the Treasurer indicated there are some 2 700 firms in the top bracket, and a tax cut 
of $45 000 for each firm would mean a total tax cut of $121.5 million, how does he reconcile 
that sum with a net tax cut from the payroll tax reforms of only $7.8 million - as found in the 
review of state business taxes?  

The Treasurer replied in part - 

(1)-(2) As indicated in my response to question without notice 612, there are approximately 2 700 
employers paying payroll tax in the top tax bracket; that is, with an annual payroll greater than 
$5.625 million.  These employers will receive a benefit from the exemption threshold of up to 
a maximum of $45 000.  As advised earlier, the benefit will be lower for those employers who 
are members of a group or pay interstate wages.  

It was not possible to multiply the 2 700 by $45 000, because some firms were not receiving the whole amount 
by way of rebate. 

Big business is clearly receiving a significant benefit and small business is paying for that benefit.  That policy is 
economically irrational; it is inequitable; and it is certainly not fair.  I am surprised at the way in which the 
Government has come up with the formula proposed in this taxing Bill.  It is interesting to look at the payroll tax 
rates applying in other States.  As I have said, the taxing Bill proposes that the rate in Western Australia be six 
per cent.  In New South Wales the rate is six per cent; in Victoria, 5.25 per cent; in South Australia, 5.67 per 
cent; in Tasmania, 6.24 per cent; in the Northern Territory, 6.3 per cent; and in Queensland, 4.75 per cent.  We 
should take out the figures for Tasmania and the Northern Territory because they are on the commonwealth drip; 
they are not net contributors to the coffers in Canberra.  Queensland at 4.75 per cent has a 1.25 per cent saving 
for a big corporation, which may encourage companies to locate their business in that State.  I am not suggesting 
that just because payroll tax in Queensland is less than that in Western Australia that in itself is enough, but it is 
interesting that Queensland has for a long time worked very hard to have a competitive edge with its state taxes.  
Unless we deal with our state taxes in a more realistic manner, business will, in economic terms, find it more 
realistic to locate in a State in which the taxing system provides an advantage. 

I have indicated the percentage of revenue that is raised from those major state taxes.  In the run-up to the 2001 
state election, as a result of legislation that had been passed by the Court coalition Government, Treasury was 
required to produce pre-election projections.  Those projections were agreed to by the previous Parliament 
because it was important that all parties contesting the 2001 state election work from a common set of figures.  
The pre-election projections were provided to all parties and the public generally, and they contained the current 
state of affairs.  The 2001 Treasury pre-election projections have been revised at regular intervals, and we are 
now two years past that 2001 election.  It appears that revenue is approximately $900 million per annum higher 
than in those estimates.  The Treasurer has confirmed that over the four years the total budget revenue growth is 
expected to be in excess of $3.6 billion more than that projected prior to the 2001 state election.  There are a 
number of reasons for this revenue flowing in favour of the State Government.  Specific tax increases have been 
imposed by the Labor Government; there have been significant increases in oil, gas and other mineral royalties; 
the property market has been roaring along and providing additional revenue; and there has been additional 
commonwealth funding.  The Labor Government has presided over a period of massive, almost automatic, 
revenue growth.  Some of this has been as a direct result of its own tax increases, but from time to time the 
Treasurer and other ministers have claimed that there has been no money for particular projects.  Since the 2001 
election very little infrastructure has been built in Western Australia, and I ask where all the money has gone.  In 
the meantime the figure of $3.6 billion for that four-year period has been revised upwards.  This was confirmed 
by the Treasurer in a question I asked on 19 December of last year.  I asked the Treasurer about the operating 
revenue, or budget revenue, for the general government sector - 
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(1) Is the Treasurer aware that the final results for 2001-02 show budget revenue was $879.2 
million higher than estimated in Treasury’s pre-election financial projections statement?  

(2) Is the Treasurer aware that the 2002-03 budget revenue estimates are $909.4 million higher 
than the pre-election statement estimates?  

(3) Is the Treasurer aware that the 2002-03 budget papers show budget revenue estimates for 
2003-04 to be $956.6 million higher than the pre-election statement estimates?  

(4) Will the Treasurer confirm that over the four-year term 2001-02 to 2004-05, with budget 
revenue running on average some $900 million per annum higher than the pre-election 
estimates, the Labor Government has enjoyed thus far post-election revenue growth in excess 
of $3.6 billion?  

(5) If any of the above is incorrect, will the Treasurer provide correct figures and identify the 
information source?  

After the dinner suspension I will provide the Treasurer’s answer, confirming everything I have said. 

Sitting suspended from 6.00 to 7.30 pm 
Hon GEORGE CASH:  I have made the case for the Opposition in so much as I have said that we vehemently 
object to the increase in payroll tax in Western Australia.  We think it grossly unfair that there should be a flat 
rate of six per cent.  There is no need for me to say any more on this, because in due course small business in 
Western Australia will support the Opposition in not supporting any increase to payroll tax. 
The other part of the Bills concerns an amendment to the Land Tax Assessment Act.  In that regard, there is a 
proposal to flatten the scales of land tax.  There is also a proposal to take back a land developers’ concession that 
was originally instituted in 1996 whereby land tax could be paid on the basis of the in globo value of land, 
notwithstanding that the land had been subdivided, if it was held by a developer on 30 June of any given year.  
The taking back of that concession will result in $2.5 million to the Government each year.  The Government 
claims this will enable it to flatten the land tax scales.  I argue that the $3.6 billion that this Government will 
enjoy in increased revenue between the last pre-election projections and the next election is more than enough to 
flatten any land tax scales.  
The Liberal Party does not support these Bills and will vote against them at a division. 
HON DEE MARGETTS (Agricultural) [7.34 pm]:  I must confess that I have looked at this Bill only recently - 
in fact, last evening.  I have not received any lobbying over this Bill from any sector.  It may be that some 
business sectors tend to lobby the Liberal Party or other parties in this House and not the Greens (WA).  In my 
briefing to my colleagues this morning I stated that the tax Bill would be dealt with today and that there were 
some issues that required clarification.  As we have not been lobbied over this Bill I suspect there will be broad 
consensus for approving it.   

Hon George Cash has raised some issues.  I would like to outline some questions that require clarification from 
the Minister for Racing and Gaming and the Treasurer.  If some issues remain outstanding, it will be best not to 
continue until we can determine the views of various business groups.   

The move to increase thresholds is always double-edged.  It appears that whenever there are changes to pay-as-
you-earn tax at the federal level, the greatest benefit goes to people at the lowest end of the scale because more 
people escape the tax threshold.  People on the lowest end of the tax scale, who just scrape above it, may pay 
only a tiny bit of extra tax if they are on a very low income.  However, what often appears to be a benefit for 
people on the lowest end of the scale is a benefit more for people on the highest marginal rates.  That has been 
the case on a number of occasions.  With a sliding, progressive PAYE tax rate it becomes much more obvious 
for people on the highest marginal rate when the threshold is increased.  There is a deceptive element to any 
change of the scale.  It is pleasing to see that more small businesses will avoid paying payroll tax.  As time goes 
on there will be a sliding effect as business incomes increase.  What is unclear is whether the flattening of the tax 
rate for payroll tax will have a greater revenue effect than the increase in the threshold.  I am interested to find 
out which will have the bigger income effect on businesses.   

Hon George Cash talked about small businesses.  What people call small businesses, medium-sized businesses or 
corporations is a matter of definition.  It is no secret that the Greens (WA) have expressed considerable concern 
that packages of assistance - particularly the largest - provided by Government after Government at the state 
level have gone to the biggest corporations.  The major tax payable by businesses is commonwealth tax.  
Statistics show that corporations pay the least taxation.  It is a great irony that the corporations that have well-
paid tax accountants and lawyers and clever ways of avoiding tax usually do so.  Some very large corporations 
pay close to zero tax.  The same corporations attract by far the greatest amount of government benefit, whether it 
is provided by commonwealth, state or local government.  It is especially true in the case of local governments 
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and new infrastructure developments.  In that case, local governments have to put their hands in their pockets to 
help support new resource development projects that will not provide them with commensurate revenue.  It will 
always be a problem and, in the interim, before the Greens (WA) make a final decision on the legislation, I 
would like to know how the larger corporations will be impacted.  I have had some discussions with the 
Treasurer, but it would be useful to compare that with the impact that will be felt by some of the small and 
medium-sized businesses.  Unfortunately, small business in Western Australia is not particularly well 
represented.  Various bodies represent the smaller side of business; however, at various times, opportunities of 
working together have been missed.  It is often said that the smaller the business the less opportunity people have 
to organise for their own best interests.  That is probably true.  However, from a parliamentarian’s point of view, 
it is difficult to gain a clear picture of, in this case, the taxation interests of small and medium-sized businesses in 
Western Australia.   

I get somewhat annoyed when Bills are introduced that I find are embedded with useful, not so useful, beneficial, 
not so beneficial, and popular, not so popular issues.  The Government’s view is that in putting this package 
forward the Parliament should not dare touch it.  Elements of any legislation can often be improved and made 
fairer.  As the Treasurer very kindly pointed out, it is absolutely true that for every winner there is a loser.  
However, I want to ensure that the Bill is as fair as possible.  The Greens (WA) do not have a problem with 
businesses paying a fair amount of tax, but I want to ensure that this deal is as fair as possible.  As I previously 
indicated, I do not necessarily swallow the Government’s view that it has a reference group and that it has told 
that reference group that it can take it or leave it.  That equates to the fact that the Government has given a line to 
a particular group of interests and, therefore, can come into this Chamber and state that because it has given that 
group a particular line, Parliament cannot make changes that may make the Bill fairer or better.  I understand the 
revenue implications; however, I look forward to clarifying some issues to ensure that elements in the Bill are 
not unduly unfair to particular groups over other groups.   

Another question relates to taxation and land developers.  I want to ensure that there is no suggestion that if a 
person buys land on the basis that it will be subdivided, taxation will take place before rezoning approval has 
been received.  These types of issues have been raised in other ways during the land clearing process, when 
people have purchased land on the assumption that it will be rezoned for a different purpose.  I want to ensure 
that the Bill will not necessarily mean that a land developer will be taxed on the basis that he or she has a certain 
expectation that his or her land will be used for subdivision, even though the zoning approval has not been 
received, therefore putting enormous pressure on shires and other government bodies to change the zoning or 
land use when that change has not yet been approved.  I want to ensure that the taxation system does not operate 
out of sync or put extra and undue pressure on planning ministers or tribunals to approve subdivisions on the 
basis that taxation at a higher level has already been charged.  The Greens will listen carefully to the further 
debate.  We are grateful for the extra information we received to help clarify our questions.   

HON SIMON O’BRIEN (South Metropolitan) [7.45 pm]:  On behalf of some of the constituents in my region, I 
want to place on the record the concerns that have been brought to my attention.  It is important to place 
concerns on the record when they have been raised.  In that way, the House is aware of the representations that 
have been made by people on behalf of themselves and their businesses.   
On 4 March 2003, I asked the minister question without notice 626, which stands on the Hansard record on page 
4906.  I thank the minister for answering what was a fairly detailed question in order to make the Government’s 
intentions clear in respect of the new payroll tax regime.  I will remind the House of the key points that were 
raised at that time.  Some of the figures I will refer to have been touched on during the debate.  Indeed, Hon 
George Cash raised some extremely valid arguments about this matter, to which I will now add some further 
points.  In answer to my first question it was reported to the House that a total of 8 272 employers have a payroll 
of $675 000 or above.  Therefore, they will be affected in some way by the tax changes.  Of those, a total of 
7 880 employers have a payroll of $750 000 or above, which is the new threshold at which payroll tax will be 
incurred.  That means that in the order of 400 employers - the minister can correct me if I am wrong - will be 
relieved of the payroll tax burden by virtue of the raising of the threshold.  That has been made known to the 
House on other occasions.  In the answer given in response to Hon George Cash’s question asked on 5 March - 
question without notice 634 - we also discovered that of the 7 880 employers with a payroll of $750 000 or 
above, 2 700 pay payroll tax in the top bracket; that is, they have an annual payroll greater than $5.625 million.  
Those employers will receive a benefit of up to $45 000.  The minister also noted that that benefit would be 
lower for employers who are members of a group or pay interstate wages.  Basically, 400 businesses will be 
positively affected in the sense that they will no longer have a bill, and a group of 2 700 employers on the upper 
scale - that is, above the payroll of $5.625 million - will receive a benefit because of the adjusted rates and 
schedules of up to $45 000.  As Hon George Cash observed during his remarks before today’s dinner break, 
some of those businesses are large businesses, and what sounds like a substantial amount of $45 000 probably 
will not make a huge difference to their bottom line.  Nevertheless, $45 000 is $45 000, whichever way it is cut.  
I remind the House of those businesses that fall somewhere in between.  As the minister himself pointed out on 5 
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March this year, businesses with annual payrolls of between $1.1 million and $4.8 million will pay higher 
payroll tax.  I remember discussing this with the minister; I do not recall whether it was in the context of debate 
in this House or another discussion somewhere else.  These measures, including the flat rate, will result in some 
winners and some losers.  A significant number of businesses - thousands of employers - with payrolls in the 
$1.1 million to $4.8 million range will be paying higher payroll tax.  I have not had any complaints from the 
larger businesses, with payrolls of greater than $5.625 million, but I have certainly had representations from that 
intermediate category, which will be confronted with higher payroll tax bills.  The kinds of businesses in this 
category vary widely, but one group that is typical comprises businesses with payrolls in the vicinity of 
$1.5 million to $2 million - which sounds like a lot of money - employing up to 100 people, some on a part-time 
or casual basis and others on a permanent basis.  These businesses would include fairly large restaurants and 
neighbourhood-sized supermarkets, such as those of the Dewsons or SupaValu chains.  These businesses will 
suddenly be hit with substantial rises in their payroll tax, which will start to accrue on 1 July this year. 

These businesses are rightly concerned about this sudden extra impost.  I use the term “extra impost” advisedly, 
because these are the selfsame businesses that have been hit again and again by this Government, particularly 
through its industrial relations law reforms.  It seems to a number of these businesses that they are being hit over 
and over again by a Government that does not care whether they stay in business or not.  As one proprietor put it 
to me, it is almost as if the Government wants to force them out of business, with its changes to industrial 
relations laws and payroll tax and other charges. As it deals with this Bill the House must be aware that, in 
addition to the arguments that the Government proposes to put forward, there will be losers in this business.  
Those losers are not only the proprietors of businesses with payrolls in the range from $1.1 million to 
$4.8 million, but also the employees of those businesses.  Some of those businesses will have to contract their 
work forces, in order to trim their cloth according to their new means, after the impact of these payroll tax 
changes. 

The Government is entitled to bring forward its appropriation Bills and have them dealt with, but the public 
record must still show that this House was advised, in the terms I have just outlined, and the terms recently 
employed by Hon George Cash, that there will be adverse consequences for real people in medium-sized 
businesses in this State.  I thank the House for the opportunity to place that on the record as part of the second 
reading debate.  

Debate adjourned, on motion by Hon Nick Griffiths (Minister for Racing and Gaming).  
 


