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PAY-ROLL TAX ASSESSMENT AMENDMENT BILL 2008 
Second Reading 

Resumed from 14 May. 

DR S.C. THOMAS (Capel) [12.30 pm]: As we continue with the tranche of revenue bills that the government 
has introduced, we move on to the substantive debate on payroll tax. May I begin by making some general 
comments on the history of payroll tax and its introduction? Members may or may not be aware that payroll tax 
was first introduced in 1941 by a federal government in effect to pay for social issues, such as child endowment, 
I believe. It was ostensibly set up for one particular purpose under a wartime government and was applied at a 
uniform rate of, I think, 4.25 per cent from memory. Members might be aware that in 1971 payroll tax was 
transferred from the commonwealth government to state governments to provide state governments with a 
growth tax, because up to that point the states had no growth taxes and the states’ taxation powers were limited. 
As they had no growth tax, they were very reliant on the commonwealth and its grants. There was a proposal at 
one point to return private income tax powers back to the states. Of course, the states got together and decided to 
reject that proposal. I am intrigued to think that we might have found ourselves in an entirely different 
Federation had the states had a bit more gumption at that time and decided to accept the offer of income tax 
powers being returned to the states. It is an interesting thought that instead of the states going cap in hand to the 
commonwealth for funds, the commonwealth would have to go cap in hand to the states. 

Mr C.J. Barnett: I think the states can actually do it if they wish to. 

Dr S.C. THOMAS: That is true; states can still impose a second income tax. If the states wanted to, they could 
accept that the federal Parliament has imposed a commonwealth income tax and they could at the moment 
impose a second income tax. My thoughts are that any state government imposing a second income tax might 
have some strife at the next election. I think it would be a very difficult policy to sell. 

Mr C.J. Barnett: I will not interrupt you, but it is an interesting concept for a state company tax as a trade off 
for abolishing all other taxes. I think a lot of companies would go for that. 

Dr S.C. THOMAS: I am sure that the business community would accept that a second income tax would spread 
the load further than a business or company tax would and would be acceptable. 

Mr E.S. Ripper: Why do we not conduct an experiment? You can take it as your policy to the next election. 

Dr S.C. THOMAS: That is very generous of the Treasurer. I might have to pass on that one for the time being. 
The shadow Treasurer suggesting that we should take a second income tax to the election might be a bit 
problematic. However, I thank the Treasurer for the input.  

Effectively, there is no appetite for imposing a second income tax. The commonwealth has refused to hand back 
that income taxing power a number of times. During the war, income taxing powers were transferred from the 
states to the commonwealth to pay for the war effort. At the end of the war, the commonwealth basically said 
that it thought it should control the money and it would keep it, but that the states could impose a secondary 
income tax if they liked, which of course would have meant political suicide for state governments. I raise that as 
an example of the interaction between states and the fact that we would find ourselves in a completely different 
environment if the commonwealth had to go cap in hand to the states to seek funding. I would love to have been 
part of the negotiations that saw the commonwealth government asking for revenue from state governments. It 
would be a very different world. However, I digress. 

Payroll taxes were introduced at a commonwealth level and transferred in 1971 back to the state level. They have 
remained an unpopular tax ever since because they are in effect a tax on wages and business growth; once the 
payment of wages gets over a certain threshold, businesses strike payroll tax. In Western Australia the threshold 
is $750 000. Therefore, the more people a company employs the more tax it pays. There is absolutely no doubt 
that it is a tax on business. However, members should be aware that it is a tax on business in every state and 
territory across the country and that generally only the threshold and the rates of tax vary. I fully understand why 
business is concerned about payroll tax. The business community generally raises it first in any review of the 
taxation system, because it is very important for businesses to minimise the tax burden. The Chamber of 
Commerce and Industry of Western Australia has a long history of fighting for a reduction in payroll tax.  

I will comment on the relativity of payroll tax in the states. Western Australia sits in about the middle of the 
payroll taxing regimes across the country. Whereas Western Australia is generally the highest taxing state with 
many other taxes and overall the highest taxing state per capita in the country—I have left my chart to 
demonstrate that away today because I have had a pretty good run with it—Western Australia is about middle of 
the road with payroll tax. For example, some thresholds start very low at $504 000 in South Australia, $750 000 
in Western Australia, and go up to $1.25 million in the Australian Capital Territory. The thresholds are much 
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higher in certain jurisdictions. One can compare that with the rates. Queensland generally has the lowest rate at 
4.75 per cent, and it is held out as the rate to which every state should aspire; that is, all states should attempt to 
hit the rate of 4.75 per cent. However, it must be said that it is a sliding rate in Queensland, as opposed to a 
uniform rate in other states. Western Australia at 5.5 per cent has obviously a higher rate than Queensland, but 
the Western Australian rate is lower than the New South Wales rate of six per cent; the Tasmanian rate, with 
higher thresholds, of 6.1 per cent; the Northern Territory rate of 6.2 per cent; and the ACT rate of 6.8 per cent. 
Although the thresholds increase before payroll tax starts to be applied, the states obviously get similar sorts of 
outcomes because the range of taxation for companies is very slight and most companies end up paying a similar 
amount of payroll tax across the country. As the threshold at which it cuts in is increased, so the rate is increased 
to try to even the process out. If one looks at payroll tax across the country in a non-jaundiced manner, one 
discovers that the intake of taxation per company is relatively similar. With a $1 million payroll and the tax that 
is paid on it, there is some advantage in the high threshold areas. In Tasmania, the Northern Territory and the 
ACT the thresholds are $1 million and above and, therefore, a company with a $1 million payroll would pay no 
payroll duty. Of the other states, the cheapest is Queensland at $9 500; the second is Western Australia at 
$13 750; and the others are $24 000 up to $27 000. The payroll tax rate in Western Australia is low—towards the 
middle. By the time we get to a $3 million payroll, the rate in Western Australia is $123 000—a significant 
number of dollars; in New South Wales, $144 000; and in Victoria, $128 000. The rate in Queensland is 
$136 000. That is higher than the rate in Western Australia. Queensland is held up to us constantly because its 
payroll tax rate is only 4.75 per cent. However, a company based in Queensland with a 3 million payroll would 
be paying more payroll tax than a company based in Western Australia. It is a sliding rate, in which the range is 
actually relatively even.  

Payroll tax is a uniformly hated tax, and it will always remain so. I am not sure that there is any tax that is not 
uniformly hated by the people who are required to pay it. I find it difficult to understand that it would be a 
popular tax—if it is, I will be the first to put that tax into our policy for the next election. A tax on 
parliamentarians may be the only tax that would have genuine community popularity. I do not think payroll tax 
would do it. I am not even sure that a second income tax would do it.  

One argument that is always put is that the state with the lowest rate of payroll tax will attract industry. If there 
were significant differences between the states and territories in the total amount of payroll tax that was paid, I 
would agree that there might be a significant advantage in some areas. There are advantages in the territories and 
in Tasmania for small businesses with a payroll of less than $1 million. It is interesting that some years ago, 
when the average wage was $25 000 a year, a $1 million payroll was considered to be quite significant. Today, if 
a business, particularly in the mining sector, had a $1 million payroll, it would probably have fewer than 10 
employees. In fact, it would probably be defined as a small business. My definition of a small business is a 
business that employs fewer than 20 people. If that business had a $1 million payroll, each of those people would 
be earning less than the average Australian wage, which is now above $50 000. Relatively small businesses are 
now being hit hard with payroll tax. If a business has a $1 million payroll, a payroll tax bill of $13 250 may have 
a significant impact. Businesses vary in the profits they can make. Some businesses have a high labour 
component. If a business does not have any assets or retail turnover, and its income comes effectively from 
selling a labour force, its profit margins may be very tight. I can understand, therefore, why the business 
community is continuing to lobby for changes to the payroll tax regime so that payroll tax is less of an 
imposition on employment. It was important that I go through that bit of history so that people can be aware of 
what this tax involves.  

Mr Speaker, if I may pause briefly here, I want to mention that my wife and my three daughters, Lauren, Olivia 
and Hannah, are in the public gallery today for the second time. I would like to welcome my wife and my 
daughters to the chamber. My daughter Lauren is actually seven years old today, and she is here to celebrate her 
birthday.  

Mr E.S. Ripper: Happy birthday, Lauren. 

Dr S.C. THOMAS: Thank you for allowing me that small digression, Mr Speaker. 

Ms S.M. McHale: They are here so that they can be reminded of what you look like! 

Dr S.C. THOMAS: Absolutely! I have been away. It is just to remember what I look like, and to see what I 
actually do. They are lucky they did not come here for the budget speech, because they would have been bored 
and would have left the gallery pretty quickly! I am sure they are very interested in payroll tax, though! The next 
generation is very intrigued by payroll tax! 

The SPEAKER: I urge the member not to bore his family and move on!  

Dr S.C. THOMAS: Thank you for your guidance, Mr Speaker. 
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Everyone talks about the fact that we need to reduce payroll tax. I understand the reasons for that argument. 
However, a reduction in the rate of payroll tax would come at a significant cost. From memory, the cost of a 
reduction in payroll tax of only one-quarter of one per cent would be about $70 million. As the Treasurer would 
be well aware, every reduction in a tax comes at a cost to some service that the government might want to 
provide. I understand the argument that payroll tax is an impost on business growth, and I agree with that 
argument. However, I need to outline the reason that this tax—which is to some degree anticompetitive and is 
certainly antigrowth—was introduced. In 1941, the commonwealth government was desperate to raise some 
funds through the imposition of a new tax. That might have been the Curtin government. Are there any historians 
in the room? This is when we need Phil Pendal still sitting in the chamber to tell us exactly what government that 
was.  
Mr P. Papalia: It was Curtin. 

Dr S.C. THOMAS: It was in the Curtin era, but there had been some changes — 

Mr P. Papalia: He was still alive in 1941. 
Dr S.C. THOMAS: So we can blame the Labor Party for the introduction of payroll tax, can we? I will check 
that out, in case we can lay the blame for the introduction of payroll tax at the foot of the commonwealth Labor 
Party! That would certainly be a nice little outcome! Payroll tax was introduced effectively because the business 
community had the ability to pay. The then commonwealth government wanted to provide an endowment for 
children at that stage in the war effort, and the only group in the community that could afford to pay that type of 
tax was business. Payroll tax has been in existence since that time and has continued to grow. I do not think 
payroll tax will ever be removed in any jurisdiction across the country. It will continue to be a revenue-raising 
event. One alternative would be to take the position of the Chamber of Commerce and Industry of Western 
Australia, and other groups, and get the community to compensate for the removal of payroll tax by increasing 
the goods and services tax. However, that would be a remarkably unpopular event that I do not think is ever 
likely to happen.  
This bill contains one significant amendment that will have an impact on the state’s finances. That is the change 
to the grouping provisions. I will explain that change briefly. This bill will extend the number of individual 
companies, or separate entities, that may be grouped together before that business will eventually be pushed over 
the threshold and be required to pay payroll tax. That is a positive change, and the business community is right 
behind it. This change is expected to cost about $2 million. One example that was put to me is of an electrician 
who owns a vineyard. Surprisingly, that is actually the case in my electorate. I do not think that particular person 
in my electorate has a large number of employees, because it is a small boutique vineyard. Examples can 
certainly be found of businesses that have a common ownership but completely separate functions. The move to 
change the grouping provisions is very positive, and we certainly support it. However, it needs to be seen for 
what it is. It is not a significantly generous move on the part of the government. It is actually only a relatively 
small token, because the government will be giving back only $39 million or $40 million out of a total tax take 
of $1.5 billion. Interestingly, I imagine that over the next 12 months, the cost to the government of this measure 
will soon be absorbed into the additional payroll tax revenue that the government will receive as wages continue 
to skyrocket, particularly in the mining industry, and as many more small companies are pushed into the payroll 
tax bracket. Although it appears generous at the moment, it is, let us say, minute stamp duty relief. It is 
effectively a fingernail on the chart of stamp duty relief compared with the overall take. However, in itself, it is 
obviously welcome because any payroll tax relief is welcome.  

I will very briefly examine the advantages and disadvantages of the eight specific areas. The first of those 
amendments that will occur relatively soon is the extension of the timing of the lodgement of returns. An extra 
two weeks will be added to the present date of 7 July. I do not imagine that the timeliness of collection will add 
any costs to government. If it does, will the Treasurer let us know?  

Mr E.S. Ripper: The cost of all the measures apart from the degrouping exercise is very small.  

Dr S.C. THOMAS: It will be $2 million over a year. I imagined that it would be a very small cost. I am not 
expecting that two-week extension to cause any large cost.  
These eight areas relate to what and how much in exemptions can be included in payroll tax assessments. 
Effectively, we will deal with motor vehicle allowances exemption, accommodation allowances exemption and 
living away from home allowance—those issues that many people might consider to be separate from their wage 
and, therefore, separate from payroll tax considerations. However, they are included in payroll tax 
considerations. I understand that these areas in particular will bring this state very much in line with what will 
eventually become uniform payroll tax regimes around the country. That being the case, my suspicion is that the 
other place will refer this bill to the Standing Committee on Uniform Legislation and Statutes Review for 
examination. That is one of the reasons I am dealing with this bill separately from the other two revenue bills. 
These are the areas that particularly relate to the unification of this process.  
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Western Australia’s accommodation allowance exemption regime is different from that applied by the Australian 
Taxation Office, as are those of other states. I understand that the allowable rate for accommodation exemption 
will generally rise. I would be interested to know whether the change to the accommodation allowance 
exemption will result in a net revenue gain for the state or a reduction of payroll tax. It is only a minute thing 
because it is effectively a change of the rates at which it is assessed.  
Mr E.S. Ripper: I will have to take advice on that. It is very small, whichever way it is.  
Dr S.C. THOMAS: These are all very small changes, as is the motor vehicle allowances exemption. Perhaps 
during the third reading the Treasurer can advise us. The exemption rates for motor vehicles, particularly those 
applied to what is considered to be a large car by the Australian Taxation Office, will be standardised. However, 
I am not sure how many large cars will be left given the price of fuel at the moment. I suspect it will be much 
more of a moot point for government vehicles in the future. I filled up with diesel yesterday at the terrible price 
of around $1.70 a litre and, at the moment, I do not see the price coming down.  
Mr E.S. Ripper: What did it cost to fill a tank at that price?  

Dr S.C. THOMAS: It cost almost $200. It is a big tank, but the increased cost is frightening. The price of diesel 
is an interesting point. It is having an impact on people’s lifestyles based on where they live. I live in 
Donnybrook where there are a lot of rural farmlets, some of which are five, 50 or 100 acres. People living that 
type of lifestyle must drive greater distances, so people are thinking about that now because, suddenly, the cost 
of getting to town and back is becoming significant. It is having a deep, biting impact on the way of life as much 
as on anything else. It is a significant issue. It is not something that we can easily address at a state level. At the 
commonwealth level, the government is probably limited unless it tries to change the linking of fuel prices 
internationally. The international pricing system keeps fuel companies above and beyond the jurisdictions in 
which we need action. I do not see that changing.  

Mr E.S. Ripper: Member, I have some answers to your questions. On the question of returns, there is no net 
cost specifically associated with shifting the June return from 7 to 21 July. All other monthly returns will be 
lodged on the seventh of the month. The annual reconciliation return will also now be lodged on 21 July. There 
will be a minute reduction in collections as a result of the accommodation allowance exemption.  
Dr S.C. THOMAS: I figured there would be. That is as I expected, and I thank the Treasurer for that.  
The living away from home allowance is not currently subject to fringe benefit rules. It requires additional 
paperwork, basically. This bill will enable a fringe benefit component to be included for payroll tax purposes 
rather than the actual payment level of the allowance. The fringe benefits component is lower so there will be a 
slight reduction in the state’s income as a result. I would have thought that was a fair and reasonable outcome.  

I refer now to employee share acquisition schemes, which is a relatively interesting component. It is common 
these days for employees to be granted shares as part of their tenure package. In terms of payroll tax it is a matter 
of when those shares are deemed to be part of the wages of that person and whether they are included in the 
wages package at the signing of the contract. They are often granted as a termination or bonus payment. The 
time of the share acquisition to the employee will impact directly on the payroll tax. If, for example, 10 000 
Woodside shares were acquired five years ago, they might have been worth $10 a share; they are now worth a 
huge amount. I do not have any Woodside shares, but if anyone has any they might like to say so. After five 
years, the price might have increased five-fold or, in some cases, 10-fold. If an employee acquired Fortescue 
Metals shares as part of a contract five years ago, the very significant increase in the price of those shares would 
have a considerable impact on payroll tax. That is why the employees’ share acquisition scheme is important. 
This bill will enable some formalisation of that process. Employees will have a choice between when the shares 
are granted and vested. Unless people expect their shares to tank, they would expect to take the payroll tax hit 
up-front. The odds are that, in most cases, the shares would be expected to increase; otherwise, the employee 
might want to redesign his employment contract.  

A couple of other minor provisions that will apply from the next financial year are: unification of work 
performed in other jurisdictions; for example, exemptions apply when work is carried out in other countries. 
Wages paid in the first six months will be included. That provision will also be part of uniform legislation across 
the entire country, and I expect there might be a very small benefit from that. Some technical and basically very 
small changes will be made to superannuation and termination payments. In effect, the bill affects 
superannuation contributions, particularly non-monetary contributions. They have always been included as 
wages for payroll tax in Western Australia, and that will remain the case. 

I have skipped very briefly over the gross-up rate; that is, whether payroll tax benefits are applied, including or 
excluding other taxes, particularly the goods and services tax. This is a very confusing issue for many small 
businesses regarding accounting, payroll tax and other areas for which GST is either inclusive or exclusive, 
depending on what type of tax is paid. In effect, this is the provision for that. It is a complicated process. 
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Taxation levels can even impact on the software that a company uses. I ran a business that had to deal with GST 
components and overall taxation. It was very rare to get software that could provide answers that were GST 
inclusive and exclusive. Although I bought the most up-to-date software in my industry at the time, I could not 
get software that would provide that dual role. It was either GST inclusive or exclusive, and it could not be 
varied. It is very difficult to have up-to-date software for payroll tax. This is often a very confusing area of 
taxation. It is a rather complex area, but we are looking at unifying the gross-up allowances for payroll tax across 
the nation. It is a very good outcome to have a unified system. Hopefully the software will catch up and it will 
calculate all those processes. The areas that I have talked about previously will begin to be applied at the 
beginning of the next financial year. 

A major part of the bill deals with the grouping arrangements that will apply from the beginning of the next 
financial year—2009-10. Grouping arrangements determine the number of companies that are allowed to be 
combined to push up the wage levels before reaching the threshold at which payroll tax must be paid or a 
company removed to exclude it from the grouping requirements so that payroll tax is not paid for one or two of 
the side companies. Currently, grouped companies are related bodies under the Corporations Act. Members who 
dealt with the Financial Management Bill 2006 or the Duties Bill 2007 will have a fair idea about how the 
Corporations Act relates to corporate bodies. I will not go through all the detail of that again. If a tradesperson 
who owns a company that is related to that trade also owns a vineyard, he is likely to have separate employees in 
each industry, which keeps the companies below the threshold at which payroll tax must be paid. When the same 
person has a controlling interest in two or more companies; that is, when the parent business exercises 
managerial control over a branch or agency, the companies are grouped. They are the key areas. When an 
employer is a member of two or more groups, the groups are combined into one group. Broadly speaking, some 
of those provisions will change when the bill is enacted. That will incur a cost. Obviously this is a relatively 
technical argument. 

Generally speaking, the opposition supports all the changes proposed in this legislation. I understand that they 
will make the Western Australian regime more closely match the national regime. A forum of the state 
governments—it is not the Council of Australian Governments—is looking at all these issues and is continuing 
to merge a number of taxation regimes, not just payroll tax. I wish that group luck. The group excludes, and will 
continue to exclude, the thresholds and rates of payroll tax, as it will for other taxes. The application of those 
taxes under an Australia-wide uniform regime is a very positive outcome for businesses across the state.  

That is a rough overview of the Pay-roll Tax Assessment Amendment Bill 2008 and they are the key points that 
it relates to. The opposition will not support this bill on the basis that it is a panacea that provides all the answers 
to taxation, but because, at the very least, there is not much negative in it. At least it is a step in the right 
direction. 

DR G.G. JACOBS (Roe) [1.05 pm]: I thank members for the opportunity to talk on the Pay-roll Tax 
Assessment Amendment Bill 2008. As the member for Capel said, we will support it. However, that does not 
mean that we are entirely happy with everything in it. 

Mr C.J. Barnett: Look at the government in full flight over there. 

Dr G.G. JACOBS: Not one government member is sitting in his seat at this time. If I were a more sensitive 
individual, I would feel very hurt because the minute I stood, the Treasurer walked away, and there are no other 
members on the other side listening to my speech. However, I am not a sensitive individual. If I were, I probably 
would not be in this place. 

Members might ask why, as a doctor, I will talk about payroll tax and what I know about it. Some years ago as a 
doctor I was exposed to the vagaries of payroll tax when injured shearers saw me after having cut off an arm or 
lacerated a major artery in their arm from handpiece lockage, which can do much damage. I treated most of them 
successfully. On the workers’ compensation form I would write the employer’s name or company name that was 
given to me by the injured shearer. Invariably, the workers’ compensation form would come back the next day 
and I was informed that I had filled out the form incorrectly because the employer was not the employer I was 
told about, but was actually XYZ Pty Ltd. Another week would go by and I would treat another shearing 
contractor and fill out the workers’ compensation form to XYZ Pty Ltd and, invariably, the next day the form 
would be sent back advising me that it was not XYZ Pty Ltd but ABC Pty Ltd. Entities have been created in the 
shearing industry that I believe were created for the consideration of payroll tax. The entities’ desire is to remain 
under the payroll tax threshold. It is very interesting to read in the explanatory memorandum to this bill that 
2 900 groups might not need to be grouped. That is an interesting twist to my experience. 

Payroll tax is a state tax and it raises about $2.13 billion. The total state tax revenue is about $5.674 billion. The 
payroll tax component of the state’s total tax take is a significant amount. The member for Capel quite 
eloquently gave us some history of the origins of payroll tax. I want to talk about the issue of grouping. Inherent 



Extract from Hansard 
[ASSEMBLY - Wednesday, 11 June 2008] 

 p3685b-3694a 
Dr Steve Thomas; Dr Graham Jacobs; Mr Eric Ripper 

 [6] 

in the consideration of what is deemed a valid entity and not deemed to be within a group is a significant issue. 
Clause 50, “Related bodies corporate”, of the Corporations Act, makes it very clear. Without breaching any 
confidentiality, the shadow Treasurer explained a valid entity to me. He used the example of the principal of a 
medical practice who owned a vineyard. I would find it very difficult to own a vineyard where I am located. 
There is a very good vineyard in the Esperance area called Dalyup River Estate. If I owned it as a principal of a 
medical practice, one could argue that the vineyard is a separate entity from my medical practice. Therefore, 
whatever wages were spent on the vineyard would be quite separate from the medical practice. The medical 
practice cannot own a pharmacy; the Pharmacists Bill 2006 saw to that. The government gave away medical 
practices under corporatisation and then said, quite hypocritically, under the Pharmacy Bill that the only people 
who could own a pharmacy were pharmacists. It went further and said that a pharmacist could own four 
pharmacies. I cannot own many more medical practices. Someone who is not a doctor can own my practice but 
someone other than a pharmacist cannot own a pharmacy. I digress. If the medical practice for which I was the 
principal owned a physiotherapy practice and because of the association between a practice of medicine and a 
practice of physiotherapy and the referral lines involved—patients who go to the medical practice go to the 
physio practice and vice versa—the physiotherapist could not necessarily be deemed as a separate entity but as a 
corporate and associated related body to the medical practice. Section 50 of the Corporations Act states — 

Where a body corporate is related is: 

(a) a holding company of another body corporate; or 

(b) a subsidiary of another body corporate; or 

(c) a subsidiary of a holding company of another body corporate 

the first-mentioned body and the other body are related to each other.  

The explanatory memorandum referred to the grouping issue. At present 2 900 bodies are grouped in Western 
Australia but they could be deemed to not be grouped under this legislation. Inherently, I believe that that is quite 
a difficult call. I would like to try to tease that out a little more during consideration in detail.  

If entity separation—excuse the expression—is a rort for companies to avoid payroll tax, does this bill have a 
mechanism to clamp down on this and will they attract payroll tax, which was previously not collected as it is 
ruled that these entities need to be grouped and wear the tax? How much money will this attract? Will we have a 
situation under entity separation where they are deemed not to be separate entities and therefore should be 
grouped and wear the tax or, as the explanatory memorandum suggests, 2 900 entities that have grouped do not 
need to be grouped? Therefore, if one of those 2 900 companies or corporate bodies can then be separated into 
entities, obviously the total wage take of those entities is less than the total body and therefore comes under the 
threshold for payroll tax. 

Mr R.F. Johnson: Of course, somebody might suggest that the Public Accounts Committee may want to look 
into this particular area.  

Dr G.G. JACOBS: That is a very good suggestion.  

Mr R.F. Johnson: I am not suggesting it. It could be that members opposite might want to suggest it. 

Dr G.G. JACOBS: I know that at least two members opposite probably would not like the idea.  

I have been accused of having an ideological discussion about payroll tax and whether it is a significant 
disincentive to small business. It does not take a very big business to get to $750 000 of total wage payouts, 
especially when I talk to people in the shearing industry, which is essentially a very low asset-based industry but 
a very high wage-based industry. A relatively small to medium contractor can very quickly get to the $750 000 
threshold with a team of perhaps 10 people—six shearers and four other staff, including roustabouts or wool 
pressers. It does not take a large number of staff to get over the threshold. I wondered how much money this 
process will attract in the wash-up of groupings versus entities. Will this essentially be a neutral take or will it 
attract more moneys? The member for Capel talked about fringe benefits and accommodation. I will touch on 
those later. 

I return to the comment of the member for Hillarys. From a truly independent view, my constituents who come 
and see me are concerned about the very real issue of determining the whole impact of payroll tax that is not 
made clear in the bill. If we have to accept that payroll tax is here to stay because of the total take and the 
commitment we now have as a state to this income revenue, surely we want to make it work as well as possible 
with some equity. How much money will these changes attract? How common is the practice of grouping? How 
often is it deemed a rort? Are these non-grouping entities investigated by the Office of State Revenue and how 
many are there? Is payroll tax an all or nothing at the $750 000 threshold with no sliding scale? How could we 
improve any flaws in the payroll tax system? I concede that some of the things the Treasurer has introduced 
relate to some of these flaws and try to address some of the issues.  
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I would now like to talk about some of the other eight change areas. I refer to taxation on superannuation 
contributions for non-executive directors, taxation on the termination of non-employee directors and the fringe 
benefit deductibility of share values and services performed in other countries. Will these amendments result in 
more or less revenue? For instance, will the taxation on superannuation contributions for non-executive directors 
result in more revenue in the total take of payroll tax? Will tax on non-employee directors’ termination payments 
result in more payroll tax in the total take? Will excluding fringe benefits result in less revenue in the total take 
of payroll tax? In the wash-up I want to know how this will all stack up and whether the provisions will result in 
more or less revenue. In essence, will these changes cost the government revenue or will its revenue remain 
neutral or positive? I again note that the explanatory memorandum states that the cost to revenue is said to be 
$164 million over four years and $156 million to changes in grouping provisions. That cost applies to 
administering the grouping and sorting out who should be made an entity or a group. Obviously, that will cost 
the government and Western Australian taxpayers. Although I do not have professional financial experience, I 
am asking about these issues on behalf of the Western Australian taxpayer. I am also raising these points on 
behalf of an important industry in the very productive agriculture region in the south east of Western Australia. I 
was going to say that it is a rich region, but that would have allowed the member for Capel to say that all people 
in the Esperance area, whether they are doctors or farmers, are very wealthy, but that is not necessarily the case.  

Last week I had a meeting with some people who work in the shearing industry about the issue of payroll tax. 
They made the point that payroll tax is a significant impost. A business does not have to be a big business before 
payroll tax provisions come into effect. They said that their businesses were relatively small asset-based 
businesses, particularly compared with a mining company, for example, and that there was a high accent on the 
wage base of the industry. The principal of the company has to shear sheep to pay payroll tax.  

[Member’s time extended.]  

Dr G.G. JACOBS: I will not take too long. I want to complete the details about this particular contractor. It 
seems that other contractors in my region face a similar situation. In order to pay the payroll tax, the principal 
has to not only manage the contract and manage the farmers, shearers and rouseabouts and the business, but also 
physically shear sheep. He suggested that payroll tax is a significant impost on a relatively small business and 
that we should be trying to encourage small businesses, particularly in that industry. Of course, employment in 
the shearing industry goes up and down with the seasons. It can be a very difficult industry to be involved in 
because of the fluctuating seasons. The shearing people with whom I have met have pleaded with the 
government to consider the impost payroll tax has on small businesses. I am interested to know whether there 
will be small but significant relief for these types of businesses under these arrangements. As the member for 
Capel said, the changes that are being made are small, but hopefully they are a step in the right direction.  

Mr E.S. Ripper: Which particular businesses are you focusing on?  

Dr G.G. JACOBS: The shearing contracting business. Sorry, I thought I made that quite clear. Perhaps the 
Treasurer was not listening.  

Mr E.S. Ripper: I wondered whether it was another group beyond shearing contractors.  

Dr G.G. JACOBS: No. I have raised that issue because I met with a group of shearing contractors last week and 
because this legislation is before Parliament. I will take the opportunity during consideration in detail to ascertain 
whether that relatively small business operation will receive a small but significant relief from the impost of 
payroll tax. 

MR E.S. RIPPER (Belmont — Treasurer) [1.28 pm] — in reply: I thank speakers from the opposition who 
have supported the principle of the Pay-roll Tax Assessment Amendment Bill 2008, which is the outcome of a 
national reform project in which Western Australia played a lead role. Western Australia initiated the project to 
harmonise payroll tax arrangements in eight administrative areas. Two other states, New South Wales and 
Victoria, jumped ahead of the national project and harmonised in areas beyond the eight areas that were 
identified. This legislation implements the agreement that Western Australia made through the project it 
initiated. There may be opportunity for us to achieve even closer harmonisation with the other states. We will 
continue to examine those opportunities.  

This was a states-only reform process, but it has been incorporated in the Council of Australian Governments 
task force process.  

Dr G.G. Jacobs: Why do the states and territories have different upper-threshold rates in the harmonising 
arrangement?  

Mr E.S. RIPPER: It was agreed between the states and territories that we would harmonise the administrative 
arrangements. It was not possible for the states and territories to agree on thresholds and payroll tax rates; that 
was just too difficult a reform exercise on which to achieve a result. What we are aiming to do with this bill is 
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reduce compliance costs for businesses, particularly those businesses that operate across interstate borders. There 
will be, however, compliance cost benefits for businesses that do not operate outside or across state borders, 
because we are also seeking to minimise unnecessary inconsistencies between, for example, Australian Taxation 
Office requirements and state taxation requirements.  

The member for Roe asked about the costing of different elements. I do not have a schedule but I can say that 
across the forward estimates the payroll tax harmonisation measures are expected to cost $2 million in 2008-09; 
$50 million in 2009-10; $54.2 million in 2010-11; and $58 million in 2011-12. That comes to a total of 
$164.2 million across the four years. I am advised that of the $50 million cost projected in 2009-10, about 
$48 million relates to the proposal to change the grouping provisions. That is, therefore, by far and away the 
largest proportion of the cost. The other overs and unders together amount to a return to taxpayers of about 
$2 million. 

Dr G.G. Jacobs: Does the Treasurer concede that the process of administering the grouping arrangements is 
inherently quite difficult? Is that the reason we are spending so much money on them? 

Mr E.S. RIPPER: No. The reason is that grouping of commonly owned but independently operated businesses 
was originally adopted as an anti-avoidance measure. The state taxation authorities wanted to avoid the 
circumstance of people artificially splitting their employment arrangements to unfairly take advantage of payroll 
tax threshold arrangements. The member for Roe’s comments on some of the employment practices in the 
shearing industry highlighted one reason that grouping provisions were originally introduced. 

Dr G.G. Jacobs: How common is that? How many entities will you snare, compared with those that you deem 
to be grouped when in fact they are corporations that could be deemed to be separate entities? 

Mr E.S. RIPPER: The initial anti-avoidance exercise in this state brought more and more businesses into the 
payroll tax net so that it appeared that this state, when its operations were compared with those of other states, 
was more aggressive in grouping together businesses for payroll tax purposes. When I originally thought about 
harmonisation in the grouping area, I thought it was only a matter of the exercise of discretion. However, when 
we looked at the pattern of the exercise of discretion in Western Australia compared with the pattern in other 
states, clearly Western Australia was much tougher on grouping than other states, to the extent that if we adopt a 
similar pattern for the exercise of discretion that other states have adopted, about 2 900 businesses will be 
degrouped, which will cost about $48 million a year in forgone revenue. We have not had a discretion in this 
state, just to clarify an earlier remark I made. If we have a discretion and then we exercise it in the same way that 
the discretion is exercised in other states, the outcome will be forgone revenue of about $48 million a year. 

Dr G.G. Jacobs: Does the Treasurer have any knowledge of the shearing industry specifically, in that companies 
are grouped when they could be entities or there are entities that should be grouped? 

Mr E.S. RIPPER: I do not have any specific knowledge of the shearing industry and I am not advised of the 
individual circumstances of particular taxpayers. My only knowledge of the shearing industry is my own work as 
an unpaid child labourer!  

Dr G.G. Jacobs: In Nyabing? 

Mr E.S. RIPPER: In Nyabing in the shearing shed on my father’s property. I was not, therefore, a cause for any 
employer’s payroll tax concern in that particular enterprise! 

I can arrange for an officer of the Office of State Revenue to talk to the member for Roe about these issues if he 
would like to be briefed further on how they might relate to the shearing contracting industry. 

Dr G.G. Jacobs: That would be good, because I need to go back to the contractors who met me the other day. 

Mr E.S. RIPPER: My instinct is that there will not be much implication for shearing contractors, unless they 
happen to have such a large shearing contracting business that they are operating in South Australia or in other 
states as well as in Western Australia. I do not know much about the shearing contracting industry, but I would 
be surprised if operators were national in character; they may be. 

Dr G.G. Jacobs: They could potentially go across into South Australia, especially from Esperance, because they 
are nearly at the border anyway. 

Mr E.S. RIPPER: That is why I thought of the possibility that they might be operating in South Australia. The 
possibility is that there will be a small reduction in the nuisance aspects of payroll tax and a small reduction in 
compliance costs. However, I think the best thing is to offer the member for Roe that briefing and he can take the 
information back to his constituents. 

I think that deals with the majority of the questions that were asked. This is a worthwhile reform project. I am 
pleased with the role that the Department of Treasury and Finance of Western Australia and the Office of State 
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Revenue have played in this national reform project. I appreciate that, although it is a worthwhile reform project, 
it certainly does not address some of the big issues about payroll tax, which are really to do with thresholds and 
rates that have been raised by industry. However, I believe that industry will support this reform project, while 
perhaps commenting that it is worthwhile but not responsive to some of the big concerns that they have 
expressed about the amount of payroll tax that they actually pay. 

Dr G.G. Jacobs: Before the Treasurer sits down, I ask by way of interjection: what were the major issues in 
making a uniform threshold throughout all the states and territories? As the Treasurer can see from the tax rates, 
in New South Wales it is $600 000; Victoria, $550 000; Queensland, $1 million—there is another provision there 
from $1 million to $4 million, as the rates change a little over the four years; in Western Australia, $750 000; in 
South Australia, $504 000; in Tasmania, just over $1 million; in the Northern Territory, $1.25 million; and in the 
Australian Capital Territory, $1.25 million. That is the first question. Surely we could somehow achieve some 
uniformity. The Treasurer said that was possible but difficult. 

Mr E.S. RIPPER: No state or territory was prepared to put that on the table, and the reform project would have 
died at birth if we had sought to press that particular point. Other state and territory Treasurers made it quite 
clear to me that rates and thresholds would not be on the table. I am very happy for the Office of State Revenue 
to talk directly to the member to deal with any other questions he may have. I commend the bill to the house. 

Question put and passed. 

Bill read a second time. 

Leave granted to proceed forthwith to third reading. 

Third Reading 

MR E.S. RIPPER (Belmont — Treasurer) [1.39 pm]: I move — 

That the bill be now read a third time. 

DR S.C. THOMAS (Capel) [1.39 pm]: In my contribution to the second reading debate on the Pay-roll Tax 
Assessment Amendment Bill 2008, I went through its various aspects in some detail. I thank the Treasurer for 
the answers to the questions I asked. I make two points. In my contribution to the second reading debate I 
mentioned that payroll tax in Australia was instigated in 1941, and I was musing over whether that was 
introduced as a Labor Party initiative. The problem is that there were in fact three Prime Ministers in 1941, and I 
am not sure exactly when in 1941 payroll tax was introduced. The Treasurer might be interested to know that in 
1941 Australia started the year with Robert Menzies as Prime Minister, who, at that stage was not a Liberal Party 
member, but a member of the United Australia Party. Australia then elected Arthur Fadden, a member of the 
Country Party, and finished 1941 with a Labor Party Prime Minister in John Curtin. Therefore, I do not exactly 
know who to apportion the blame to for payroll tax, as it could have been any one of those three —  

Dr G.G. Jacobs: Blame it on Labor! 

Dr S.C. THOMAS: We will just blame the Labor Party—but that is sheer speculation! I cannot actually narrow 
down when during 1941 payroll tax began. As much I would like to lay the blame at the feet of one party, it 
appears that any one of those three could be responsible, so that does not help.  

In conclusion, these bills and the amendments to them are relatively minor in relation to the overall impact of 
payroll tax. Payroll tax remains a tax on the development of businesses, and remains a tax on industry and the 
growth of industry in particular. For that reason, it will still be opposed by industry no matter what is done with 
it. Nevertheless, it will be part of future governance in Australia for some time to come unless somebody has the 
courage to try to implement a different taxing regime to obtain those taxes from somewhere else. However, the 
changes to this tax are supported by the opposition, and, as far as I can ascertain, they are supported by business; 
to this stage I have not been contacted by any group that says it is opposed to the measures in this bill, and, 
therefore, the opposition supports the bill. 

DR G.G. JACOBS (Roe) [1.41 pm]: I will not go over my comments made during the second reading debate, 
but since there will not be a consideration in detail stage, I would just like the Treasurer to clarify, so that I can 
actually be satisfied, how the changes in the Pay-roll Tax Assessment Amendment Bill 2008 will affect the total 
take. For instance, will the tax on superannuation contributions for non-executive employees or directors attract 
more revenue?  

Mr E.S. Ripper: I understand what the member is asking. Apart from grouping the unders and overs on those, 
the other seven amount to $2 million of revenue being forgone; so it is very small. However, I will ask the 
Department of Treasury and Finance to indicate how it calculated that $2 million, but once we get down to a 
figure of $2 million out of $2 billion, we are getting to almost rounding errors.  
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Dr G.G. JACOBS: With that answer, I will be able to go to my constituents who have talked to me in recent 
times about this matter and at least say that these measures are not taking more tax.  

Mr E.S. Ripper: I think the member can honestly report to his constituents that he has vigorously pursued their 
case in Parliament! 

Dr G.G. JACOBS: To get a $2 million saving for them out of $2 billion something. That was some of the 
teasing out I would have liked to have done during consideration in detail with the Treasurer’s adviser, but the 
Treasurer has now offered that his adviser will give me that information. This is not a political exercise; it is one 
of trying to genuinely understand how this measure works and what the changes will mean. Therefore, I can go 
to these constituents and say that the bill has been explored and it is not another way of increasing the total tax 
take, and that there might be some small benefits in the total administration arrangements of the payroll tax 
system. 

Question put and passed. 

Bill read a third time and transmitted to the Council. 
 


