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BUSINESS TAX REVIEW (TAXING) BILL (NO. 2) 2003 
Second Reading - Cognate Debate 

Resumed from an earlier stage of the sitting. 

HON ALAN CADBY (North Metropolitan) [5.02 pm]:  In the first 10 minutes of my speech I was commenting 
on the “2002-2003 Government Financial Results Report”, published in September 2003.  I said that it makes 
interesting reading, particularly the tables.  I do not know how independent the words are from government.  I 
was commenting earlier about the amount of extra taxation raised as stamp duty by this Government, and the 
effect this is having on people who are trying to purchase a home.  I focused on first-time homebuyers, but 
someone changing houses three times pays three lots of stamp duty.  On page 8, the report states - 

•  taxation revenue, up $194 million compared to budget, largely reflecting: 

- higher conveyance duty (up $181 million), due to the continued strength in the property market 
throughout 2002-03 (particularly in the residential sector) . . .  

Hon Simon O’Brien:  The Government has those mental health funding cuts to make up the rest of the money it 
needs.  

Hon ALAN CADBY:  That is right; it seems to be flush with funds at the moment, but it is probably storing up 
money ready for the election. 

Maybe what should have been added to the statement I quoted just now is that this is not the only reason.  The 
other reason is the government policy of increasing the rate of stamp duty well beyond what was necessary, and 
that is without the recent 15 per cent increase.  The table on page 43 shows general government operating 
revenue, and provides a clear understanding of how much this Government has raised through stamp duty and 
other taxation.  The budget estimate for conveyancing and transfers was $652 million.  The actual amount 
collected was $833 million.  That is an extra $181 million, or a 28 per cent increase.  Of course, that is paid for 
by the people who are purchasing homes.  The budget estimate for the total stamp duty on financial and capital 
transactions was $799 million and the actual was $978 million - a difference of $179 million, or 22 per cent.  
That is paid for by business, particularly small business.  It is a very interesting and informative booklet.   

I will now go over some of the main aspects of the Business Tax Review (Assessment) Bill (No. 2) 2003.  This 
Bill will abolish six taxes - lease duty, cheque duty, marketable securities duty, life insurance stamp duty, duty 
on workers compensation insurance and debits tax.  This will result in a total reduction in revenue of some 
$150 million over the next three years.  However, this is offset by a new tax regime and savings in 
administration costs.  I understand that the long-term overall cost effect is supposed to be taxation neutral, 
although I think somewhere it states it will possibly have a cost over the four years.   

The removal of stamp duty on cheque transactions has occurred in all other States except South Australia.  It will 
now occur in this State.  Similarly, as part of the goods and services tax package, stamp duty on lease 
arrangements will be removed, which will cost revenue about $57 million over the next four years.  Similarly, as 
part of the GST package - remember the GST is a Howard Government initiative from which we are all 
benefiting - 

Hon Nick Griffiths:  Say that with a straight face.   

Hon Peter Foss:  We would benefit more if not for the stupid fiddling around in the Senate. 

Hon ALAN CADBY:  Indeed.  We would all be better off if the Senate had supported the Howard Government’s 
original package. 

Hon Peter Foss:  It was the decision of the people.   

Hon ALAN CADBY:  Those people in the Senate do not need to make policy; they can just rubbish policy made 
by the Government.   

Similarly, as part of the GST package, duty will be removed from marketable securities.  This change is 
important because the application of that stamp duty had a particularly high administrative cost.  Given that duty 
was removed from listed marketable securities in July 2001, the next logical step is to remove duty from unlisted 
marketable securities.  It is consistent with what occurred in Victoria and Tasmania.  I assume it will occur in all 
other States at some stage.   

The Liberal Party supports the amendment removing stamp duty from life insurance from the date of 
proclamation.  This duty was not part of the GST package, but I understand it is expensive to administer, which 
is a good reason for the Government to drop it.  Well done, Government!   
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The amendment to drop stamp duty on workers compensation insurance is a good initiative by the Government.  
The rate of stamp duty applicable for workers compensation insurance was reduced from five per cent to three 
per cent for employers of small workplaces from July 2001.  The removal of stamp duty on workers 
compensation is commended to the House.  Western Australian is the only jurisdiction other than Queensland to 
impose this tax, which is often criticised.  The abolition of this tax will benefit many employers.  I am pleased 
this has been implemented as it is important to assist the lowering of costs to businesses in the area of workers 
compensation.  Small business is finding it hard, and I am sure middle business is also finding it difficult to 
make a quid in this day and age with all the duty and taxation they must pay.  The move to abolish stamp duty on 
workers compensation will cost approximately $81 million over the next four years.  The Bill also contains 
amendments to broaden a number of conveyancing duty measures.  The Government claims that the 
amendments relating to conveyancing duties are aimed at improving Western Australia’s tax competitiveness, 
accommodating modern business practices, broadening the tax base and enhancing existing concessions.  Only 
time will tell. 

One amendment relates to the land rich threshold.  The land rich provision of the Stamp Act applies stamp duty 
at conveyancing rates, rather than the lower marketable securities rate, to acquisitions of major and further 
interests in private companies, the land assets of which constitute 80 per cent of the total assets.  The Bill 
proposes to reduce the threshold at which a company is considered land rich from 80 to 60 per cent.  I am aware 
of several conditions on the application of the land rich provision.  It means that more companies will be caught 
and deemed to be land rich.  I am sure that companies involved will not be happy.  The overall effect of the 
change is an increase of $23 million in 2003-04 rising to $27.6 million in 2006-07, which is a total gain of 
approximately $101 million over four years. 

Other conveyancing amendments include applying conveyancing duty to chattels transferred with any type of 
dutiable property rather than just land. 

Hon Peter Foss:  They have been trying for that for years. 

Hon ALAN CADBY:  Yes.  Duty will be applied to intellectual property such as trademarks, patents and 
copyrights transferred in conjunction with a business.  I wonder how intellectual property will be taxed because 
it could be just an idea.  I do not know how the value of an idea can be measured. 

Hon Peter Foss:  Maybe once it has been paid for. 

Hon ALAN CADBY:  Yes.  There are also changes to beneficial ownership arising through court orders, 
schemes of arrangement, mergers and statutory vesting by applying conveyancing duty to dispositions of units in 
public unit trusts that become private following such dispositions.  The provisions are said to increase tax 
revenue to approximately $100 million over the next four financial years. 

At this stage I must thank the Treasurer for giving me a very good briefing.  The Bill is quite difficult to follow; 
some of the terminology is quite foreign to me.  The briefing went very well.  The officers responded to three or 
four questions I asked late in the day and I will refer to those answers later.  I ask members opposite to thank the 
Treasurer on my behalf. 

Unit trusts have been an issue for some time in the financial and property sectors.  There have been problems in 
the past with unit trusts.  The amendments in this Bill seek to widen the relief for genuine wholesale trusts that 
are captured by the current private unit trusts provisions merely because they fail the spread of ownership test.  
From memory, that requires five owners.  It will be changed to two.  I am aware that the Property Council of 
Australia and other authorities have been consulted on this issue.  Discussions have been conducted at great 
length.  The Opposition supports the intensive consultation with industry.  I appreciate this is a very complex 
area and I ask the Government if it expects any significant changes to the way in which unit trusts and managed 
funds will operate following these changes.   

Some significant changes will apply to rental businesses.  The rental business duty provisions will be replaced by 
a hire of goods regime.  Under the hire of goods arrangements, duties are imposed on the hiring charges received 
by commercial hire businesses for the hire of goods.  The new regime has a lower duty rate and a broader base 
than the current system.  The exemption threshold will be increased, which will free around 150 smaller 
taxpayers from the duty base.  In addition, the amount of short-term hiring charges received that are below the 
increased exemption threshold of $50 000 will be totally exempt from hiring duty.  With regard to the changes 
applying to rental business duty, the duty imposed varies according to the arrangement for the hire of goods.  
After reading the legislation, I initially found this quite difficult to get my head around.  However, after the 
briefing, I think I have a good understanding of it, and I am sure the minister will correct me if I am wrong.   

Hon Nick Griffiths:  I think you are demonstrating an excellent understanding of the legislation.  

Hon Peter Foss:  Yes, even I am understanding it. 
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Hon Nick Griffiths:  And there is the evidence.   

Hon ALAN CADBY:  If the hire of goods is an equipment-financing arrangement - that is, a hire-purchase term 
of more than nine months - the duty imposed is at a rate of 0.75 per cent.  However, if it is an ordinary hiring 
arrangement and the term is less than nine months, the rate of duty is as it stands now - 1.5 per cent.  If the hire 
of goods annual cost exceeds $50 000 on an equipment-financing arrangement, duty is imposed on the total 
hiring charge.  However, on an ordinary hiring arrangement that exceeds $50 000, the duty is payable only on 
that amount of money exceeding $50 000; that is, if any duty has been paid, the hirer keeps the money.  Is that 
right?   

Hon Peter Foss:  I think you just lost me.   

Hon Nick Griffiths:  I am listening intently and I will respond in due course.   

Hon ALAN CADBY:  I finish at that part.  According to the table provided by Treasury, the effect of this policy 
change is an increase of $10.3 million in 2003-04, increasing to $12.7 million in 2006-07 - a total increase over 
four years of $46 million - which is then offset by a reduction in the base rate so that the result has a neutralising 
effect.   

It is interesting that schools, particularly independent schools, use a hire-purchase agreement to buy computers.  
I asked the Treasury how much extra schools will have to pay because of these measures.  Its response was that, 
yes, it certainly will affect independent schools if they purchase their computers through a hire-purchase 
agreement.  With the help of the Association of Independent Schools of Western Australia, the Treasury did a 
random telephone survey of six Perth schools and found that two schools leased all their computers, one 
purchased all its computers outright, one hire-purchased all its computers and two hire-purchased some of their 
computers and purchased outright or leased the others.  The Treasury also says that, in reality, if a school buys a 
computer that is worth, say, $2 000 via a hire-purchase agreement, the effect of this legislation is that an extra 
duty of $15 will be payable - that is, the computer will cost $2 015 - as a result of the taxation change.  However, 
the Treasury said that independent schools could get away with a nil increase by purchasing half their computers 
and hire-purchasing the other half, which I thought was interesting.  I hope that the independent schools either 
read my speech at some stage or read the effect of this legislation so that they can make the right decision on 
how to purchase computers.   

Hon Nick Griffiths:  I hope you will send your speech to all the schools so that they can be properly educated.   

Hon ALAN CADBY:  I am sure I will send them some advice.  I have some connections with independent 
schools.   

Hon Nick Griffiths:  Yes, but I think you should send the whole of your speech because it will be well worth 
reading.   

Hon ALAN CADBY:  I suppose the minister wants me to include his interjections as well. 

Hon Nick Griffiths:  They will not be taken out by Hansard.   

Hon ALAN CADBY:  I now turn to the mortgage duty base.  The mortgage duty amendments narrow the 
mortgage duty base; simplify the duty by sharing arrangements when a mortgage secures property in more than 
one jurisdiction; and introduce a single rate of mortgage, which is about 40c per $100.  These follow the 
arrangements used by other States.  These two mortgage duty measures will reduce compliance and 
administrative costs and improve the consistency of the mortgage duty basis between jurisdictions.  I understand 
some problems have occurred when the property overlaps different States.  On 1 July 2003, the time made 
available for the payment of stamp duty on property purchases in Western Australia was reduced significantly.  
That will have a great impact on transactions if the transfer of business or farms involve more complex matters 
of due diligence and the like.  The Real Estate Institute of Western Australia expressed strong concerns about 
this to the State Government and the Office of State Revenue.   

Following extensive consultation with industry groups, including REIWA, the Office of State Revenue has 
issued a revenue ruling regarding the time available to pay stamp duty on property conveyancing.  This ruling 
applies to a number of conditional contracts for the sale of property effective from 1 July 2003.  Hon George 
Cash asked the minister a question about this during the debate on the stamp duty Bill, which we discussed about 
three months ago.  The minister has obviously forgotten it, but I have not. 

Hon Nick Griffiths:  I remember Hon George Cash asking me a number of questions and I remember providing 
him with answers.   

Hon ALAN CADBY:  They were good answers.   

Hon Nick Griffiths:  And they were good questions.   



Extract from Hansard 
[COUNCIL - Thursday, 23 October 2003] 

 p12559c-12563a 
Hon Alan Cadby; President 

 [4] 

Hon ALAN CADBY:  The quality of questions on this side of the House is always better than the quality of the 
answers we get.   

Hon Nick Griffiths:  You ruin your speech by making such trite comments.   

Hon ALAN CADBY:  I think it is true.  Property buyers are still required to lodge sale contracts of stamp duty 
assessment within two months of the execution of the contract and stamp duty is still payable within one month 
of the date of the assessment notice.  On 9 September 2003 the REIWA president, Jim Henneberry, said that the 
ruling on extensions is a good result.  The REIWA web site reports that he said -  

It will help to ease the financial burden on many property buyers with conditional sales contracts that 
result in longer periods of time between the signing of a contract and the settlement of the property 
transaction.   

The Opposition supports this decision as it allows more flexibility in the payment of stamp duty.  At the briefing 
members of the Opposition attended, I asked how long it would take the Office of State Revenue to provide a 
refund if a contract fell over when the stamp duty was payable.  I was surprised with the answer because it 
sounded pretty good.  The answer was that the Office of State Revenue generally takes seven working days to 
process an application for a refund of stamp duty.  It may take longer if further information is required or if there 
is a dispute about whether a benefit had been received.  I look forward to a constituent complaining to me about 
that in the next 12 months because I will be able to point out to the Office of State Revenue that it promised to 
process people’s refunds within seven working days.   

Although the Opposition applauds the extension in time given to pay stamp duty, it is still disturbed by the 
increase in stamp duty tax.  The Gallop Government is attacking every family by increasing the amount of stamp 
duty paid on property transfers.  As I said earlier, people must borrow to compensate for this tax increase.   

I will briefly talk about the Business Tax Review (Taxing) Bill.  Recently, I saw the Pay-roll Tax Act 2002 for 
the first time.  As members know, payroll tax is to be six per cent across the board.  It is a pity I did not see the 
Act earlier because as a mathematics teacher I have found it interesting.  It is full of complicated formulae with 
lots of brackets.   

Hon Peter Foss:  You could have prepared a test.   

Hon ALAN CADBY:  I could have prepared a test for my year 11 foundation class based on the calculations in 
this Bill.  I suggest that if members want to throw out copies of this Bill, they may wish to package them and 
make some money by selling them to schools.  They would love to work with applicable formulas like this.  The 
actual writing of the formula is correct; in other words, the per cent is in the right place. 

Hon Nick Griffiths:  I am pleased.  

Hon ALAN CADBY:  In many text books it is in the wrong place.  I congratulate the people who prepared these 
formulas.  

The other part of the Bill deals with land tax.  It seeks to reduce the number of threshold brackets from 10 to six.  
Some people will pay less and some will pay more.  In his second reading speech the minister said - 

The simplification of the land tax scale will result in a lower land tax liability for 72 000 land tax 
payers, reflecting lower tax rates for unimproved land with a value between $100 000 and $700 000 and 
over $1.9 million. . .  

Around 4 500 land tax payers with properties with an unimproved value between $700 000 and $1.9 
million will face an increase in their tax bills.  

I take nothing for granted with this Government, so I sat down with a calculator today to see what the 
adjustments mean.  Under the old regime people with a land value of $200 000 pay $395, and under the new 
regime they will pay $330 - a saving of $65.  Every dollar saved is welcome.  A land value of $250 000 is 
presently taxed at $645, and under the new regime it will be $555 - a saving of $90.  

Hon Nick Griffiths:  And the percentage?   

Hon ALAN CADBY:  Yes; very good!  A land value of $800 000 is taxed at $5 782.50 under the old system and 
at $6 305 under the new system - an increase of $552.50, which is about a 10 per cent increase.  

Hon Nick Griffiths:  You are very selective when you quote percentages.  

Hon ALAN CADBY:  Absolutely; I am not stupid.  I just received my land tax bill, so this relates to my own 
situation.  On $350 000 I will pay $1 882.50 and next time I will pay $1 005 - the land value will increase 
anyway - a saving of $177.50.  I might be a winner with this amount.   

Hon Nick Griffiths:  We are always after your vote.  
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Hon ALAN CADBY:  The Labor Party has no chance.  It is interesting that the Government circulated to the 
community a classy pamphlet telling people how to pay land tax.  It has tried to disguise the message in a glossy 
document.  

Hon Nick Griffiths:  It encourages the arts.  

Hon ALAN CADBY:  It is interesting that the new regime is published on the back page, but the Bill has not yet 
passed.  We never know what could happen!   

Hon Peter Foss:  It is a bit presumptuous.  

Hon ALAN CADBY:  It is a bit.  The pamphlet sets out the information fairly clearly.  I suppose when the 
Government is raking in money, it can make a big effort to explain why and how to pay.  We can pay by credit 
card, so we would pay interest on the tax.  It encourages people to go into debt.  

Hon Nick Griffiths:  You can pay your income tax by credit card.  

Hon ALAN CADBY:  I do not think that is possible yet.   

Hon Peter Foss:  The minister knows; he has been doing it for years. 

Hon ALAN CADBY:  I do not know whether we can do that.  Can we?   

The PRESIDENT:  Order, members!  Question time has ceased. 

Hon ALAN CADBY:  I hope to finish this speech in less than two minutes.  The Opposition has some 
misgivings over some of the amendments.  However, the second tranche is a net beneficial package to taxpayers.  
The Opposition will not oppose this legislation despite some concerns about the Government’s tax promises.  
My understanding is that industry and professional representatives are also supportive of the amendments.  The 
objectives of the tax review were to reduce the number of state taxes, which has occurred.  However, it appears 
that this occurred in order to justify the high taxing ways of the Government consistently over the past three 
budgets.  As I said earlier, this is the highest taxing State Government this State has ever had.  I understand that 
in answer to the question asked by Hon George Cash, the Government had received an extra $1 billion this year 
that it did not foresee.   

Debate interrupted, pursuant to sessional orders. 
 


