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PAYROLL TAX TRAINING EXEMPTION 

782. Mr D.T. PUNCH to the Treasurer: 

I refer to the concerns raised in September that companies were avoiding paying their fair share of payroll tax by 
misusing the payroll tax training exemption. 

(1) What action is this government taking to close any loopholes in this scheme? 

(2) What is the McGowan Labor government doing to support traineeships? 

Mr B.S. WYATT replied: 

(1)–(2) I thank the member for Bunbury for his very good question. Members will recall the media reporting on 
the clear and definite misuse—whilst not illegal—of the payroll tax exemption that we, as the 
government, and taxpayers of Western Australia provide to employers to encourage training. This 
currently applies to all employees on the premises. What has happened over the years—it happened under 
the watch of the former government as well, although it did try to limit this in 2014—is there has been 
clear exploitation of this particular very generous exemption provided by Western Australians. Although 
I cannot identify specific taxpayers, I will give a couple of examples. An employer advised the Office of 
State Revenue that it was only putting through employees on traineeships to reduce its taxable wages to 
less than the payroll tax threshold of $850 000. We have 120 taxpayers claiming an exemption of more 
than 30 per cent of their total wages, and we have a range of employers that have been cancelling and 
re-entering training arrangements on a year-to-year basis. 

Mr D.J. Kelly: It is a disgrace. 

Mr B.S. WYATT: It is a disgrace, Minister for Water, and it is not what this exemption was designed to do. As 
a result, Western Australia—because it is employer driven, not government driven—is by far the most generous 
provider of support. In 2016–17 the value of that support was $80 million, representing 2.4 per cent of the payroll 
tax take. The next nearest state was New South Wales, at one per cent. I was listening to the Minister for Transport 
speak on the taxi sector earlier. Reform is hard. It is hard work, but we have made a decision to reform this sector. 
Effective of midnight tonight, stage 1 of this reform means that we will apply the exemption only to new 
employees. After midnight tonight it will no longer be available for existing employees. A transition period will 
be provided to allow for those who have already entered into those arrangements with existing employees. That is 
stage 1. It will also cap wages at $100 000, because ultimately there were a range of chief executive officers also 
applying and getting a payroll tax exemption for their own training. I do not think that is the intent of it. That will 
save around $100 million across the forward estimates. But we are getting $100 million and putting that into the 
training sector, because since the expiry of our national partnership on skills reform the federal government has 
not come to the party. We need to make decisions around ensuring that we maintain our training levels that will 
ensure about 9 500 training positions for 2018, and over 43 000 training positions across the forward estimates. 

Stage 2 of the reform, which I hope will be implemented in July 2019, involves potentially, because I want to hear 
from the sector, moving to a grant scheme, like other states do. The value of a grant scheme for training means it 
will open up the opportunity for state government support for those businesses whose payroll is smaller than 
$850 000, because at the moment they do not get support because they do not pay payroll tax. It will open up to 
a vast number of extra employers support from the government to encourage training for new trainees, and of 
course leave apprentice support untouched. This is a good, necessary reform and although the activity of those 
employers I referred to earlier is not illegal, I think all members in this place will understand and accept, I hope, 
that that sort of behaviour is not on, and we need to make some fundamental changes—they are fundamental 
changes—to the exemption that we provide from payroll tax for those people who undertake legitimate training 
for new employers, and support those people taking on apprentices. I look forward to the support of all members 
in this place as we introduce those into Parliament. 
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