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PAY-ROLL TAX ASSESSMENT AMENDMENT BILL 2010 

Second Reading 

Resumed from 9 March. 

MR B.S. WYATT (Victoria Park) [3.48 pm]: I note that the Treasurer has introduced for this bill a new 
explanatory memorandum, which will be attached to the former explanatory memorandum. I shall ask the 
Treasurer during consideration in detail to outline specifically what the differences are between those two 
explanatory memoranda, although these matters were flagged to me yesterday at a briefing provided by officers 
of the Department of Treasury and Finance.  

The Pay-roll Tax Assessment Amendment Bill 2010 contains a number of measures that were introduced by the 
former Labor government in 2008. Those measures deal with a number of payroll tax harmonisation issues that 
were part of the Council of Australian Governments’ National Partnership Agreement to Deliver a Seamless 
National Economy. The bill that introduced those measures—the Pay-roll Tax Assessment Amendment Bill 
2008—went through this house on 11 June 2008. Dr Steve Thomas, the then member for Capel and shadow 
Treasurer, made the main contribution on behalf of the then opposition and now government on that bill. He 
noted in the conclusion of his contribution that — 

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. 

That is hardly what we could call a ringing endorsement by the then shadow Treasurer, Dr Thomas. However, 
there is a significant difference between this bill and the bill that was introduced by the former government. That 
difference is that there is a significant negative aspect to this bill. That negative aspect is the increase in payroll 
taxes that will result from the announcement by the government in the midyear review about the deferral of the 
grouping provisions. I will come to that shortly.  

The government referred in question time to the negotiations that are currently taking place between the state 
Premiers and the Prime Minister, Kevin Rudd, about the health system. The now Premier, Mr Barnett, also 
engaged in the debate on the Pay-roll Tax Assessment Amendment Bill 2008. At that time, Mr Barnett was at a 
very different stage in his political career. Mr Barnett made the following comment to Dr Thomas — 

… 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 Thomas did not exactly embrace the proposal that was put by the member for Cottesloe at that time. Certainly 
in light of the remarks that the now Premier has made in the media over the past couple of months about 
royalties, I dare say that the Premier has changed his position on that matter as well.  

Dr Thomas offered reluctant support for the then government’s Pay-roll Tax Assessment Amendment Bill 2008. 
He made quite an interesting contribution to the debate on that bill. He went through the history of payroll tax 
and outlined how it forms an important and large part of the revenue base of the states. He also noted the 
implacable opposition of the Chamber of Commerce and Industry to payroll tax. The Chamber of Commerce and 
Industry is nothing but consistent—as shown in its pre-budget submissions year after year after year—in its 
claim that payroll tax is a tax on jobs, and it should be abolished, because that will result in stronger employment 
and stronger economic growth. The grouping provisions are a very positive change. The grouping provisions 
allow a business entity to take advantage of the changes to the thresholds if it is able to de-group into different 
business entities. Dr Thomas said in his comments that although that was a very positive change, it would have a 
minute impact.  

It is worth noting that the Treasurer has made the decision to defer the harmonisation of the grouping provisions 
in this state with those in the other states. The result of that decision will be that over the forward estimates 
period, a tax increase of $156 million will be imposed upon small business. At the time of the midyear review, 
real gross state product growth was expected to be 2.25 per cent in 2009–10 and 2.75 per cent in 2010–11, before 
heading up to four per cent in 2011–12 and 4.75 per cent in 2012–13. I dare say that the increase in revenue that 
will be brought about by the decision of the Barnett government to increase payroll taxes on small business will 
generate more than the expected $156 million in revenue over the forward estimates period, due to the fact that 
the Western Australian economy is growing at a much stronger rate than we could have expected.  

The point needs to be made at this early stage that although the opposition does not support this tax increase, we 
will be supporting this legislation, and we will not be holding up this bill, because we want to achieve the 
harmonisation of payroll tax across this country.  

I want to make some references to a report that was put out by the Institute of Public Affairs. The Institute of 
Public Affairs is not an organisation that sits naturally and comfortably with left-of-centre parties. In December 
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of each year, the Institute of Public Affairs releases a report titled “State Business Tax Calculator”. The 
December 2009 report, which was headed “Business Bearing the Burden”, states that for the second year in a 
row, Western Australia has had the lowest tax on business. That is a strong endorsement of the Western 
Australian tax system. The report provides a good examination of the tax mixes in the various states. At page 7 
of the report there is a pie chart that outlines the make-up of the revenue that is acquired from selected state tax 
bases. It is clear from that pie chart that payroll tax forms a huge component of the revenue base of the states. 
Payroll tax comprises 30.2 per cent, or $15.6 billion, of the total tax revenue for state governments in this 
country. That is followed closely by stamp duty, which comprises 28.7 per cent of total tax revenue. I am sure 
that must sit at the back of the mind of the Chamber of Commerce and Industry when it calls for significant 
reductions in payroll tax, simply because governments will then need to make the decision to withdraw from 
providing a significant number of government services. That is a very difficult political question that 
governments must address. Dr Steve Thomas noted in his contribution on 11 June 2008 that the chamber has 
suggested that payroll tax should be replaced with a goods and services taxes.  

The IPA report refers at page 12 to a report from the Productivity Commission that was prepared in 1998 by 
Chris Murphy. That report is titled “Payroll Tax: Is it as Good as a VAT or as Bad as Sales Tax?” Mr Murphy 
states in that report that the replacement of payroll tax with a goods and services tax would add about 
$580 million per annum to economic welfare. Therefore, strong arguments are certainly being put about the need 
to find alternatives to payroll tax. However, significant taxation reform of the size that is being played out at 
COAG at the moment is often incredibly difficult to achieve. 

The IPA report also states at page 12 that a study by Dixon, Picton and Rimmer found that —  

payroll tax thresholds make firms smaller than they otherwise would be, and concentrate firms at just 
below threshold employment. In the case of the Victorian payroll tax: 

‘thresholds exert a downward bias on firm sizes. This is most marked for firms whose efficient level of 
employment is between 1 and 1.5 times the threshold level of employment. …we found that the 
downward bias of thresholds was likely to cause a concentration of firms at about the threshold level of 
employment.’ 

Mr Murphy, to whom I have referred previously, noted that the existence of payroll tax thresholds might 
encourage businesses to remain inefficiently small in size. This is an issue that I will ask the Treasurer about 
during consideration in detail—namely, whether Treasury sees any similar impact on the employment practices 
of the businesses that will get the benefit of the payroll tax rebate that will come up in the legislation to be dealt 
with after this bill.  

Before I move on from the Institute of Public Affairs report, I want to note that the tax liability is where Western 
Australia came out, effectively, as the winner among the states for the second year in a row. The report states — 

The tax liability imposed on the reference business — 

I will not go on to define that; it is in the IPA report and people who are interested can read that for 
themselves — 

is lowest in Western Australia ($223,842). 

We do have a relatively efficient taxation make-up for small business that has been in place for a considerable 
period. Unlike the comments previously made by Dr Thomas on the bill when it was introduced by then 
Treasurer Ripper, I make the point that there is a little negative component to this bill that I will pursue the 
Treasurer about during consideration in detail. 

I do not want to speak for an enormously long period, so in conclusion to my contribution to the second reading 
debate I note that the question will be asked—I know the Treasurer will certainly be in a position to answer 
when he has his staff with him—about whether the deferral of the harmonisation is in breach of that particular 
Council of Australian Governments’ National Partnership Agreement to Deliver a Seamless National Economy 
or any other COAG agreements. WA agreed to made the stage 2 payroll tax harmonised measures by the end of 
calendar year 2009 and to implement any further measures it agrees to by mid-2010. That was the purpose of the 
Pay-roll Tax Assessment Amendment Bill introduced by the former Treasurer and now Leader of the 
Opposition. The government has decided to defer that tax increase of some $150 million as estimated in the 
midyear review, and that is something that I look forward to the Treasurer addressing in consideration in detail. 

MR T.R. BUSWELL (Vasse — Treasurer) [4.02 pm] — in reply: I thank the member for Victoria Park for his 
comments. He raised a number of issues, obviously, about the government’s decision taken in and around the 
deferral of the grouping provisions. That was not a decision taken lightly, but it was a decision we took in light 
of the financial situation that we found ourselves in. 
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Mr B.S. Wyatt: The decision to make that midyear review was at a time when economic growth for both 2009–
10 and the forward estimates was significantly lower than you had recently indicated in the media, and that must 
have had an impact on the expected revenue that you would then reap from this decision. At the midyear review, 
you said that you would bring in $156 million in revenue. With stronger economic growth, that would surely 
create more business activity et cetera driven by the private sector; therefore, are you expecting increased 
revenue beyond the $156 million estimated in the midyear review? 

Mr T.R. BUSWELL: Increased revenue as a result of — 

Mr B.S. Wyatt: Above and beyond what you expect in the midyear review. 

Mr T.R. BUSWELL: I do not have any advice around that. Payroll tax receipts have thus far been roughly in 
line, as I understand it, with what we anticipated at the time of the midyear review. Certainly, some other tax 
receipts, like stamp duty, have been quite robust in recent months; payroll tax not so much. 

We made a series of decisions. This one—the deferral of the abolition of duty on non-real property was 
another—was not entirely supported by the business community, but was part of a broad sweep of corrective 
measures that we handed down at the time of the midyear review because we felt compelled to defend our 
surplus and our AAA credit rating. That was not a decision taken lightly, although I understand that in certain 
business arrangements it will mean that people will not be enjoying some relief from payroll tax. I am happy to 
canvass that in more detail with the member, but ultimately it was a decision that government took.  

The member asked a good question about the extent to which payroll tax thresholds suppress business size. That 
is a really interesting point. I think we are a fair way off delivering sustainable long-term tax relief. I have been 
visiting a number of business groups in the lead-up to the budget. If it is a general business group, it wants 
payroll tax reductions; if it is a group in the property sector, it wants stamp duty reductions; and if it is motor 
vehicle dealers, some of whom I met last week, they want stamp duty on motor vehicles to be reduced. I am very 
upfront when I say that it will not happen this year. Therefore, we are not in a position to do that at this stage, 
although the state’s finances are subject to some very, very volatile factors. However, I think the discussion on 
payroll tax thresholds is interesting. I am not sure about the extent to which there is a practical presentation of 
the theoretical issue the member raised on suppression of business size. One of the difficulties in modelling the 
impact of the payroll tax rebate is that the rebate is paid, basically, after the end of the financial year. 

Mr B.S. Wyatt: Also the rebate, and we will come to this when we get to it, is being paid after the severe effects 
of the global financial crisis. 

Mr T.R. BUSWELL: True, but one could argue—we will talk about this later—that people’s expectations had 
been impacted when the announcement was made; it was a very powerful announcement. I am sure the 
member — 

Mr B.S. Wyatt: I look forward to some of the answers the Treasurer will give on his modelling on the impact of 
that statement. 

Mr T.R. BUSWELL: We will see how that all plays out. 

Those cheques will be returned to those businesses at the close of this financial year. Therefore, we can move on 
to consideration in detail. I thank the member for Victoria Park for his brief comments in his contribution to the 
second reading debate. 

Question put and passed. 

Bill read a second time. 

Consideration in Detail 

Clause 1: Short title — 

Mr B.S. WYATT: It might be opportune at this point, perhaps, if the Treasurer could just outline for the benefit 
of the house the specific differences and changes that required the Treasurer to table another explanatory 
memorandum. It seems from the comments made by the Speaker that those changes were not hugely detailed 
and mainly dealt with revenue implications, I think. 

Mr T.R. BUSWELL: Regrettably, there were some issues with Treasury’s document management system, 
which meant that the system, as I understand it, was not necessarily saving the latest copy of some documents. 
That issue arose as a result of upgrades to the system that obviously were not entirely successful. Upon review of 
this document and upon review of two other explanatory memorandums, as the Speaker outlined to the house, it 
was determined that that fault had generated a number of errors. The revised explanatory memorandum picks up 
on those errors. In relation to this bill, there are 10 or 12.  

Mr B.S. Wyatt: What do you mean by errors? Do you mean typing errors or calculation errors?  
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Mr T.R. BUSWELL: Mainly they are insertions and/or deletions in a number of paragraphs. The new document 
has been circulated. I had not intended to go through all of it, but I am happy to do so if the member wants me to. 
Certainly, it was an unanticipated and unintended outcome. My understanding is that the last time, ironically, 
that an explanatory memorandum was changed in the house was in 2008. If my memory serves me correctly, it 
may have been a bill of a similar title that was dealt with by the former Treasurer. It is an unfortunate outcome. I 
am glad that it was picked up prior to us proceeding with the bill.  

Mr W.J. JOHNSTON: Is there some way of knowing whether we have the correct explanatory memorandum? 
Is there something on the corrected explanatory memorandum that states that it is the updated version? I found 
myself in the position of quoting from an incorrect document in a debate on a different bill because there had 
been an amended explanatory memorandum. I do not want to use the wrong explanatory memorandum. How 
will I know whether I am using the corrected version?  

Mr T.R. BUSWELL: I will provide an example. I accept the member’s point. We forwarded the revised 
documentation to Parliament in line with the accepted practice of previous cases. I refer the member to the 
bottom of page 3 and to the heading “Accommodation Allowances Exemption”. The second line will read 
correctly if it reads “Pay-roll Tax Assessment Regulations”. The original explanatory memorandum did not have 
the word “assessment”. It previously read “Pay-roll Tax Regulations”. Those are the types of errors I am talking 
about. Speaking frankly, it is very frustrating. All concerned are aware of the fact. It is unfortunate.  

Mr B.S. WYATT: The main point I wanted to clarify was whether there were any calculations or anything 
involving numbers in clauses that we need to know about because, as the member for Cannington indicated, we 
could have a completely inaccurate document before us. If the Treasurer is talking about words falling in and out 
of sentences, those errors are unlikely to have a dramatic impact on the document. I am not trying to delay the 
process of the bill.  

Mr T.R. BUSWELL: The advice I have is that the only part where there is a link to a number is, again, on page 
3. I refer to the second last paragraph before the heading “Timing of Lodgements”. That paragraph reads —  

The estimated cost to revenue of the harmonisation measures included in this Bill is $71 million over 
four years to 2012–13, $69 million of which is attributable to— 

An insertion has been made so that in now reads — 

the harmonisation measures which were endorsed by State and Territory Treasurers in March 2007, 
including amendments to the grouping provisions … 

Previously the $69 million was attributed directly to the grouping provisions only. As I have been advised, that is 
the only substantive change that affects any dollars and cents. I am happy to provide members with marked up 
copies so they understand where the changes have been made. Again, I extend my apologies to the house. It was 
an unintended outcome, which is not acceptable.  

Mr W.J. JOHNSTON: The explanatory memorandum states that the cost to revenue is $71 million, of which 
$69 million is for the grouping changes in 2012–13. The Treasurer may not want to answer this question now, 
which is fine by me. However, this is probably the best time to answer this question. The grouping changes were 
already included in the Pre-election Financial Projections Statement, because that was a policy decision prior to 
the calling of the election. The government has changed its policy, which is fair enough. Moneys have been 
reversed out. I cannot use the term “saving” because it is a revenue increase. Of course, at the time of the 
election the Liberal Party made a specific commitment to reduce taxes by a dollar amount. Is the clawing back of 
those previously announced policy decisions going to be added to the election commitment? 

Mr T.R. Buswell: No. 

Mr W.J. JOHNSTON: What is the difference between the election commitment of $250 million and the 
clawback of the previously announced decisions of the former Labor government? 

Mr T.R. BUSWELL: The Liberal Party gave an undertaking at the election of a global amount for a taxation 
cut. So far we have delivered $100 million of that through the payroll tax rebate, which we will discuss later. 
Subsequent to that, we have made some decisions about payroll taxes and stamp duty. We will not revise our 
election document on the basis of decisions that we made post the election that we were forced to make or that 
we chose to make as a result of a range of dynamics in terms of impacts on the state’s finances from things that 
were entirely not predictable. I think there are two separate issues. The member may make that point; that is fine. 
I will not make a change to our election commitment, because that is done. We have responded and reacted to 
the circumstance of the day. This measure was not made lightly by the government, but notwithstanding that it is 
a measure that we have made.  

Mr B.S. Wyatt interjected. 
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Mr T.R. BUSWELL: It is certainly our intent as the state’s finances become more robust to look at innovative 
taxation reform.  

Mr B.S. WYATT: During my second reading contribution I referred to the fact that page 53 of the budget notes 
that Western Australia had committed to undertake stage 2 payroll tax harmonisation measures. I assume that 
this bill is part of the stage 2 harmonisation commitments for the end of the calendar year 2009 for 
implementation mid–2010. I assume that the decision by the former government to have grouping harmonisation 
come into effect on 1 July 2010 was a result of commitments made by Western Australia in the national 
partnership agreement to deliver a seamless national economy. Are there any negative implications for 
commonwealth funding given the government’s decision to defer the grouping provisions for another three 
years?  

Mr T.R. BUSWELL: The advice I have is that it will depend on the response of the COAG reporting 
mechanism. 

Mr B.S. Wyatt: Who is assessing our compliance? 

Mr T.R. BUSWELL: I am assuming it will be some arm of one of these COAG committees. I am assuming that 
is Minco, but it could be COAG per se. We might get a bit more advice around that.  

Mr B.S. Wyatt: The Treasurer can see where my question is going.  

Mr T.R. BUSWELL: The member for Victoria Park is asking about the potential to lose something down the 
track by being in breach of a COAG agreement. My advice is that in an intergovernmental agreement we 
committed to consider the second stage of reforms in 2009–10 and, by 30 June 2012, to have the reforms in 
place. Our deferral is in line with those undertakings.  

Mr B.S. Wyatt: Therefore, the stage 2 payroll tax harmonisation measures referred to on page 53 do not refer to 
these harmonisation measures?  

Mr T.R. BUSWELL: I am reading from the IGA, which says in relation to payroll tax harmonisation that New 
South Wales, Queensland and Tasmania will deliver the second stage reform from mid-2010, and also Western 
Australia, South Australia and the Northern Territory, should any agree.  

Mr B.S. Wyatt: And we agreed.  

Mr T.R. BUSWELL: I am assuming that we have un-agreed. The undertaking in the National Partnership 
Agreement is for all states and territories to have the reforms completed by 30 June 2012. That is the reason that 
the harmonisation deferral runs into that time. This will put us right against the COAG deadline, but from my 
reading of this it is still consistent with our undertakings.  

Mr B.S. Wyatt: Out of interest if, it does run over is there a penalty?  

Mr T.R. BUSWELL: It is a bit like when I talk to Julia Gillard about industrial relations reform. We did not 
strictly sign up to every component, and in the early days it was going to cost us $20 million; however, we 
worked through the process and it is not going to cost us anything. Often these things are the result of further 
work. We will meet our obligations under the National Partnership Agreement to Deliver a Seamless National 
Economy to have that payroll tax harmonisation in place by 30 June 2012. As was just pointed out to me, that is 
only one of a significant number of implementation actions that states have to take. We will be spending a fair 
bit of time in this Parliament dealing with some of the rest of those, for better or worse, in my commerce 
portfolio.  

Mr W.J. JOHNSTON: I note that the government recently released a report from the Red Tape Reduction 
Group. Will this increase the extent of the legislation that binds companies in this state? Are we increasing red 
tape by these measures?  

The ACTING SPEAKER (Mrs L.M. Harvey): Member for Cannington, I need you to focus that question to 
clause 1, the short title of the bill.  

Mr W.J. JOHNSTON: Certainly. This is the Pay-roll Tax Assessment Amendment Bill 2010 and I am trying to 
draw out the government’ policy on this matter. This is the relevant clause to deal with this because if the bill 
does not reflect the government’s policy decisions, we will need to amend the short title to reflect the correct 
intention of the government.  

Mr T.R. BUSWELL: It is a bizarre question. The harmonisation is all about reducing red tape, which is one of 
the objectives of the National Partnership Agreement to Deliver a Seamless National Economy. I will read 
objective 9(a): “continuing to reduce the level of unnecessary regulation and inconsistent regulation across 
jurisdictions”. The member should not forget that the harmonisation flowed out of the IGA.  
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Mr W.J. Johnston: I am not asking your intention. I am asking what you are achieving. Are you increasing 
regulation in this state? Will there be more pages in the Pay-roll Tax Assessment Act after its amendment?  

Mr T.R. BUSWELL: If the member thinks that the number of pages in legislation is a measure — 

Mr W.J. Johnston: That was the measure used in the report. 

Ms M.M. Quirk: The Business Council of Australia uses that measure.  

Mr T.R. BUSWELL: This legislation has been introduced to meet the objective of reducing the level of 
unnecessary regulation and inconsistent regulation across jurisdictions. What does that mean? I suggest that 
would mean that in a whole range of areas that are affected by this legislation—timing of lodgements, motor 
vehicle allowances exemption, accommodation allowances exemption, treatment of fringe benefits, treatment of 
employee share acquisition schemes, treatment of services performed outside the jurisdiction, treatment of 
superannuation contributions and grouping—are being deferred for a couple of years. In each of those areas the 
changes will make it easier to do business; in particular, for those businesses that operate across state boundaries.  

Mr W.J. JOHNSTON: I am not sure that the Treasurer finished that answer. One of the criteria that was 
specified in the report of the Red Tape Reduction Group was the question of the number of pages of legislation 
that is passed by this Parliament. I am asking a very simple question. The Treasurer raised in the part answer that 
he gave that there will be harmonisation benefits for businesses operating in more than one jurisdiction. I am 
asking whether this adheres to the government’s stated agenda to reduce the number of pages in the legislation 
that bind small business and other businesses operating in this state. If his government is simply publishing a 
very nice glossy report, but in fact does not have any intention of implementing any of the recommendations 
from that report and certainly not that particular one — 

The ACTING SPEAKER: Member for Cannington, you need to draw your question to clause 1, the short title 
of the bill. I suggest there your question might pertain to another clause in the bill, but I do not see how your 
question is linked to the short title of the bill, which is “This is the Pay-roll Tax Assessment Amendment Act 
2010”. It is a long bow. Can you direct your question to the clause?  

Mr W.J. JOHNSTON: I will do exactly what you are directing me to do. I will draw it to the short title. The 
government has a stated position to reduce the number of pages of legislation. That is one of the objectives that 
the government has stated in its report. I am not sure how the Pay-roll Tax Assessment Amendment Bill 2010 
adheres to those criteria. As the Acting Speaker says, perhaps we should be amending the short title of the bill to 
correctly reflect what is occurring. I need to know if there will be a reduction in the amount of legislation that 
will be passed by this Parliament if we pass this legislation.  

Mr T.R. BUSWELL: I can tell the member for Cannington that it is my very strong view—I will put it as 
politely as I can—that on balance this will lead to a reduction in red tape for businesses that operate in Western 
Australia. The government has adopted the Red Tape Reduction Group’s report. We are now working through 
the recommendations. It is a fantastic report. In fact, Hon Ken Baston played a major role in it. I am in the 
process of working with every minister to understand how they will progress the recommendations; and in due 
course will make public our response. The government will be acting on the vast majority of the 
recommendations in the short to medium term. Some will take a little longer. That work is happening. It is not a 
glossy report that is being ignored.  

Mr P. Papalia interjected.  

Mr T.R. BUSWELL: That has nothing to do with it. This is the Pay-roll Tax Assessment Amendment Bill. My 
answer to the member’s question—he can keep asking the same question but my answer will not change—is that 
on balance this bill and this harmonisation will reduce red tape for businesses operating in Western Australia and 
make it easier to employ people.  

Mr B.S. WYATT: One of the problems I see with the grouping discussion we had just a minute ago is if other 
states are implementing the harmonisation grouping provisions on time, and we are not, then there will be an 
incentive for businesses to employ in other states rather than Western Australia. Is the Treasurer able to advise 
the house whether other states are also deferring the harmonisation grouping provisions; and, if so, to what date? 
Are we all being harmonised in 2012 or is it only Western Australia that will come late to the party in respect to 
harmonisation? Therefore, the natural suggestion would be that states would be encouraged to employ in other 
states rather than employ people in Western Australia. We may end up with an extra $156 million in revenue but 
actually promote job losses in Western Australia and job gains in other parts of Australia.  

The ACTING SPEAKER (Mrs L.M. Harvey): Treasurer, before you rise to answer the question, member for 
Victoria Park, this is not an opportunity for a broad debate around policy with regard to this bill. We are in 
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consideration in detail. You need to confine your remarks and your questions specifically to clause 1, which I 
will repeat is the “Short title” — 

This is the Pay-roll Tax Assessment Amendment Act 2010.  

Mr B.S. WYATT: This relates to part of the discussion that we had previously, which the Acting Speaker 
seemed to be fine with. I have brought the discussion back to that topic. For some reason the Acting Speaker has 
changed her ruling on this issue. It is a fairly straightforward question. I have indicated to the Treasurer that if 
we deal with these now, we will not have to deal with them later. If the Acting Speaker can clarify her position, 
that will be for the benefit of all members.  

Mr T.R. BUSWELL: It may well be that this means that for a time those businesses that would otherwise enjoy 
the benefits of the grouping provisions may potentially pay a little more in payroll tax in Western Australia than 
they will in other states. I do not have a definitive answer for that. I know, for example, that the threshold in 
Western Australia is $750 000, which is very competitive compared with the threshold of $1 million in 
Queensland, and is just over $1 million in Tasmania, Northern Territory and the ACT. It is less competitive than 
Victoria, South Australia and New South Wales.  

There are a range of factors that will impact on the relative attractiveness of payroll tax from one jurisdiction to 
another. We have committed to introduce these changes in due course. I suspect that it will not have any impact 
at all on a business decision because there are so many other factors in and around payroll tax, and in and around 
thresholds and rates, that will impact on not only how much a business pays, but also all the other costs that 
businesses incur in doing business—on all the approvals processes, the general economic environment and the 
like. In a state where the economy is rapidly growing, I think that would be a major incentive for business. I do 
not accept the argument that this will make WA a less attractive place to do business. It may well be that at the 
margin it may have an impact on our payroll tax competitiveness, but that has to be factored against all the 
different thresholds, rates and marginal rates. I think it is one of dozens and dozens of factors.  

Mr B.S. Wyatt: The Treasurer does not have any specific Treasury advice about that? 

Mr T.R. BUSWELL: No. 

Mr B.S. WYATT: I have one final question now that the Treasurer has his advisers with him. I asked a question 
previously that related to the revenue of $156 million that the increase will bring in over the forward estimates. 
Now that the economy is growing a lot stronger than anticipated in the midyear review, does the Treasurer 
expect that the decision to defer the payroll tax harmonisation will bring in more revenue than $156 million?  

Mr T.R. BUSWELL: Member, I suspect that — 

Mr B.S. Wyatt: If you don’t, you don’t. 

Mr T.R. BUSWELL: I have no information. I can say only that I suspect that if one could mount an argument 
that $156 million is a proportion of the total payroll tax over that period, and if the total payroll tax is higher, the 
proportion will be a little higher. I have no data on that. All I know is that was the data presented at the time of 
the midyear review.  

Mr B.S. WYATT: For the benefit of the house and for other members, the next specific question I have is not 
actually until proposed new section 6B, which is part of clause 6. Unless any members have questions before 
then, the Acting Speaker can certainly put all the clauses up until then.  

Clause put and passed.  

Clauses 2 to 5 put and passed.  

Clause 6: Sections 6A to 6D inserted — 

Mr B.S. WYATT: I draw the Treasurer’s attention to proposed section 6B, which obviously deals with the 
nexus arrangements. It works out where tax is going to be paid. This is a challenging bill when one gets into the 
detail of it. Proposed section 6B(2) specifically states — 

The jurisdiction in which the person is based is to be determined by reference to the state of affairs … 

What is a “state of affairs”? I am assuming Treasury has a view of what a “state of affairs” means. I am curious 
about the meaning. Could the Treasurer give the house an outline of what a “state of affairs” refers to when we 
are trying to assess the jurisdiction in which a person is based to determine where the relevant wages are paid or 
payable?  

Mr T.R. BUSWELL: The preliminary advice I have in relation to “state of affairs” is that the critical issue is to 
determine where the principal place of residence is. To determine the principal place of residence, a variety of 
factors need to be taken on board. The nature or the determination of that variety of factors is the state of affairs. 
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An example is where a person’s mail is going. Another example is where a person lives. It is a good pick-up. I 
assume that the term “state of affairs” is the broad description of how a person’s current circumstance addresses 
the factors that are subsequently used to determine his or her principal place of residence.  

Mr B.S. Wyatt: That is the broader term to look at where a person lives?  

Mr T.R. BUSWELL: Yes. The “state of affairs” is the collective noun for the factors that are assessed to 
determine where a person lives.  

Mr B.S. WYATT: I will not say that it is a good pick-up. I simply went through it and highlighted bits that I had 
no idea what it was talking about, to be perfectly frank.  

Mr T.R. Buswell: That would never happen in legislation!  

Mr B.S. WYATT: My next question relates to the same clause. I may as well take the Treasurer there. The 
explanatory memorandum in relation to proposed section 6C(3) states —  

Subsection (3) sets out the provisions that are to apply if an employer has registered business addresses 
located in different jurisdictions at the same point in time. Where that is the case, the jurisdiction in 
which the employer is considered to be based at that point in time is the jurisdiction in which the 
employer’s principal place of business is located. 

I realise that legislation needs to deal with things that do not occur often. I assume, from the nodding head of one 
of the Treasurer’s advisers, that this is probably not going to be a common situation.  

Mr T.R. Buswell: Apparently so. One of the reasons that it is unlikely is that if you look to clause 2, most 
businesses would have one registered business address, which is where your ABN — 

Mr B.S. WYATT: When would someone have more than one Australian Business Number? I do not know. 

Mr T.R. Buswell: Especially given the need to have an ABN, it is very unlikely. There may be a case, for 
example, when a person has a trust, which does not have an ABN. 

Mr B.S. WYATT: Might the trust have different registered addresses? 

Mr T.R. BUSWELL: From the trustee company? The advice I have is that this clause has been put it in to cover 
all bases and eventualities, and I accept that advice in good faith. 

Mr W.J. JOHNSTON: On page 13 of the explanatory memorandum is a very useful diagram headed 
“Identifying wages that are taxable in WA — s6A”. 

Mr T.R. Buswell: That graph reminds me of Barry Jones. 

Mr W.J. JOHNSTON: How could we ever forget “noodle nation”? I wonder whether that graph will be kept in 
the recesses of the Office of State Revenue or whether it will be used to try to help people. It is very complex 
and relates to a lot of issues. I wonder what we are to make of this as a useful tool for us. Is it intended to be a 
simplification? 

Mr T.R. BUSWELL: That is a good question. The advice I have been given is that it is complicated because the 
vast majority of tax issues, such as place of residence, are determined well up near the top of that tree, if I can 
call it a tree diagram. In other words, it is easy to determine the tax rate of a person who sits at the top of the 
diagram. As we have explored a little already, payroll tax is complicated. The further down the tree one goes, the 
more complications there are. That is why it looks the way it does. I suspect that the vast majority of people will 
be in the high branches and will not have to worry about the bottom branches below. That is why we have such a 
big Office of State Revenue. A lot of accountants like these sorts of diagrams. 

Mr W.J. Johnston: The bottom right-hand corner of the diagram is very arcane. 

Mr T.R. BUSWELL: I am not disputing the fact that it is complicated, but of its nature a lot of legislation for 
taxation is complicated. It is important to understand that the vast majority of people who interact with the 
system are at the less complicated end. 

Mr W.J. JOHNSTON: I agree with that. Is it true that the point the Treasurer just made demonstrates that the 
amount of red tape is not a question of how much legislation there is but what the impact is on most taxpayers? 
Given that, as the Treasurer said, most taxpayers are at the top of the tree, we can end up with very complex 
legislation for those very few cases at the bottom branches, and that that is not a proper reflection on how 
complex the taxation regime is. A much better way of determining how complex it is would be to determine how 
it practically applies to individual taxpayers rather than a nonsensical counting of the number of pages of 
legislation or by assessing a bill in that way. 

Mr T.R. Buswell: I am not arguing with the member. 
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Mr B.S. WYATT: Proposed section 6D(2) states — 

Wages are taken to have been paid at a place if, for the purpose of the payment of those wages — 

… 

(b) an instruction is given by an employer for the crediting of an amount to the account of a person 
or a person’s agent at that place. 

I assume that the place is the location of the bank account, which is determined by the BSB number. 

Mr T.R. BUSWELL: It is the location of the bank account into which the wage is paid. 

Clause put and passed. 

Clause 7: Part 2 Division 2A inserted — 

Mr B.S. WYATT: Proposed section 9AA states — 

(1) In this Act — wages means — 

(a) wages, remuneration, salary, commission, bonuses or allowances paid or payable to 
or in relation to an employee; 

The explanatory memorandum states — 

Amounts paid or payable in relation to an employee are included to ensure that such payments will be 
wages for the purposes of the Act, even though they may be paid to a person other than the employee or 
paid by someone other than the employer, if the payment can be seen to be in relation to an employee. 

What type of scenario does that attempt to deal with? 

Mr T.R. BUSWELL: My understanding is that that definition is required to pick up circumstances in which a 
payment is not necessarily made directly to the person who provides a service but it goes via a third party. 

Mr B.S. Wyatt: An agent? 

Mr T.R. BUSWELL: Yes, it can be an agent or a person’s company. 

Mr B.S. WYATT: Proposed section 9BB refers to fringe benefits. The explanatory memorandum states in 
part — 

… the taxable value of the fringe benefit grossed up using the formula for “type-2 benefits” 

Simply because I have not looked at the Fringe Benefits Tax Assessment Act 1986, and for my own benefit and 
for the benefit of members who do not know, what is the difference between the type 1 and type 2 benefits? 

Mr T.R. BUSWELL: My understanding is that under the act, the type 1 fringe benefits refer to the situation 
when GST is included. I will get some more advice on this. Two different gross-up factors can be applied to the 
taxable value of fringe benefits. Type 1 is for a fringe benefit that is a goods and services tax creditable benefit, 
which is the higher of the two factors; and type 2 is for a fringe benefit that is not a GST creditable benefit. It is 
obviously in and around the way GST is dealt with under the fringe benefits act. 

Mr B.S. WYATT: I thank the Treasurer; that has clarified everything.  

Mr W.J. JOHNSTON: I draw the Treasurer’s attention to proposed section 9BF, which, logically, follows after 
proposed section 9BD and 9BE, obviously. 

Mr T.R. Buswell: That is something we are trying to achieve! 

Mr W.J. JOHNSTON: Yes; if things are kept alphabetical, it makes it much easier!  

Mr B.S. Wyatt: It reduces the red tape!  

Mr W.J. JOHNSTON: Proposed section 9BD sets the eligibility for using the estimated value method, and 
proposed section 9BE related to the returns other than annual returns using the estimated value method. Proposed 
section 9BF states — 

Annual returns using the estimated value method 

If an employer who lodges an annual return for an assessment year uses the estimated value method for 
the assessment year, the value of the fringe benefits to be included in the return is the amount equal to 
the actual value of the WA fringe benefits provided by the employer for the FBT year that ended on 
31 March in the assessment year. 

I read that out because proposed section 9BB states how the value of a fringe benefit should be calculated. 
Would it not be better to state that if an annual return is being lodged, the actual value should be used, not an 
estimated value? What is proposed appears to state that the actual value should be used, not the estimated value. 
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The Treasurer’s adviser is smiling at me, so obviously this has been thought of, but when I read it, I was not 
quite sure why it has been written in the way it has. 

Mr T.R. BUSWELL: My advice is that it just picks up the reality that occasionally, in determining their annual 
returns, people swap from estimates to actuals, and back again. It provides the flexibility, as I understand it, to do 
that, for whatever reason that may happen. 

Mr W.J. Johnston: Stay standing, Treasurer, rather than me standing again. Do the words of what is proposed 
state that the actual value must be used? 

Mr T.R. BUSWELL: Let me see if I can get my head around this: the advice I have is that if an annual return is 
being produced for the purposes of a payroll tax—that is, if an annual return is being paid at the end of the year, 
so the payment figure is known—the amount of fringe benefits tax is known, and so that is what is paid. If it is 
being done on a monthly basis, estimates or actuals of the FBT component of the payroll tax can be used.  

Mr W.J. Johnston: Why is it not stated that way in the proposed new section? Why does it not state that if an 
annual return is being prepared, the person should use the actual value? 

Mr T.R. BUSWELL: That is just the terminology we have been provided with; I cannot provide any more 
detail than that, I am sorry. I hope it is not the showstopper, but the member has just about conked us out on that 
one.  

Mr B.S. WYATT: That kind of flows quite nicely into my question about proposed new section 9BH, which 
relates to changing the method of valuing fringe benefits. Proposed new section 9BH(4) gives an example 
whereby an employer can write to the commissioner seeking to change the way the fringe benefit is calculated, 
be it either by the actual value or the estimated value, provided that a compelling reason is provided for the 
change. What would be considered to be a compelling reason? In what circumstances would the commissioner 
approve such a change in the way the fringe benefit is calculated? 

Mr T.R. BUSWELL: The advice I have, member, is that it is really about ensuring that the commissioner takes 
account of the reason that the person is seeking to change—in other words, so that the change is not being sought 
to try to gain some artificial advantage in the amount of tax that has to be paid. The act will ensure that the 
commissioner has to ensure that there is a genuine reason for the change.  

Mr B.S. Wyatt: While the Treasurer is on his feet, would the estimated value be used, as opposed to the actual 
value, in a situation when the fringe benefit was old and hard to assess?  

Mr T.R. BUSWELL: Often it is based on the way the FBT is paid; in business it is often done on an estimated 
or actual basis. The method is chosen and then that flows into the way payroll arrangements are made with the 
state.  

Mr B.S. Wyatt: I am confused about what determines the use of the estimated figure or the actual figure.  

Mr T.R. BUSWELL: Perhaps the main reason is in and around fluctuation. I imagine that if, over a year, people 
have an understanding of what they are going to pay and they know it goes up and down a bit, it may be in their 
best interests to estimate their actual and then pay that on a regular basis. Some businesses—heaven forbid—
only pull together their accounts for the purpose of determining their actuals at the end of the financial year. A 
whole range of factors may impact the way businesses account for and pay their FBT, which flows through into 
that payroll tax. 

Mr B.S. WYATT: Proposed new section 9FB is also contained in clause 7, and it relates to accommodation 
allowances. I understand how this works and that it is assessed for the purposes of harmonisation. The 
explanatory memorandum states that the exempt rate is $223.80 a day, being the reasonable travel expenses from 
the lowest capital city, being Hobart. Was any consideration given on this issue to the high cost of 
accommodation expenses in Western Australia? 

Mr T.R. BUSWELL: That is a good point. We are trying to come up with a harmonised approach right across 
Australia, and I assume that is why Hobart was selected. 

Mr B.S. Wyatt: I assume Hobart is the cheapest place. If the exempt rate is raised from $223 to $280, it would 
be a cost to the government. 

Mr T.R. BUSWELL: Yes; correct. 

Mr B.S. WYATT: I assume that Queensland will have a similar issue, taking into account the state’s 
circumstances, but I guess that is the nature of harmonisation.  

Mr T.R. Buswell: Yes.  
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Mr B.S. WYATT: I will not pursue that. My next question relates to proposed new section 9HA, regarding 
payment of wages paid in kind. What is the meaning of “wages paid in kind”? Are we reverting to a barter 
system or something? 

Mr T.R. BUSWELL: Obviously “wages paid in kind” means—as we would both understand—that the person 
is not paid money. I suspect that there will be cases in which a person will receive goods or some other services 
in exchange for providing labour. Interestingly, I assume that would normally be at the informal end of the 
labour market, where payroll tax will not be a big issue for the people who are making that arrangement. But, 
notwithstanding that, the purpose of this provision is to pick up those types of transactions.  

Clause put and passed. 

Clauses 8 to 25 put and passed.  

Clause 26: Schedule 1 amended — 

Mr B.S. WYATT: This is an important part of the bill, in light of the deferral of the harmonisation provisions. 
Can the Treasurer give me an outline of how the transitional arrangements that are outlined in this proposed new 
division will work?  

Mr T.R. BUSWELL: The advice I have is that the amendments to schedule 1 are to ensure that people who 
currently have been granted an exclusion — 

Mr B.S. Wyatt: Under the current system? 

Mr T.R. BUSWELL: Yes. Those exclusions will remain in force under the new provisions. I have an example 
in my notes that I will read out to the member. It states that if the commissioner has excluded a person from a 
group under sections 31(4) or 32(3) using the mechanisms provided to him under current section 38 of the act, 
and that exclusion was in force immediately before 1 July 2012, that exclusion will continue on and from 1 July 
2012. It goes on to say that “Commissioner’s Practice PT 2.0: Pay-roll Tax — Grouping Exclusions” outlines the 
major factors that the commissioner currently takes into account when considering an exclusion from grouping 
for an employer. That advice pretty much says that if an employer has been granted an exclusion now for a range 
of reasons that are available to the commissioner, that exclusion will not be under threat as a result of these new 
provisions. 

Clause put and passed.  

Clauses 27 to 45 put and passed. 

Title put and passed.  

Leave granted to proceed forthwith to third reading. 

Third Reading 

Bill read a third time, on motion by Mr T.R. Buswell (Treasurer), and transmitted to the Council.  
 


