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

Cognate Debate 

On motion by Mr E.S. Ripper (Treasurer), resolved -  

That leave be granted for the Business Tax Review (Assessment) Bill 2003 and the Business Tax 
Review (Taxing) Bill 2003 to be considered cognately, and for the Business Tax Review (Assessment) 
Bill 2003 to be considered the principal Bill. 

Second Reading - Cognate Debate 

Resumed from 12 March. 

MR C.J. BARNETT (Cottesloe - Leader of the Opposition) [8.42 pm]:  The two Bills with which we are 
dealing in this cognate debate are the first of what I understand will be two packages under the guise of the 
review of state business taxes.  These Bills relate specifically to payroll tax and land tax.  Therefore, they do not 
address, for example, stamp duties and other state taxes.   

Before I comment specifically on the provisions within these Bills, I want to take a little time to document some 
of the history and, for want of a better word, the performance of this Government on taxation.  I will start with 
the political dimension at the time of the last election.  I am sure all taxpayers will remember that when the 
current Premier was quizzed by a journalist during the pre-election televised debate with the then Premier 
Richard Court on taxes and charges, he made comments to the effect that Labor would not increase taxes and 
charges.  As I said at the time and subsequently, that was without doubt the great lie of the election campaign, 
and it deserves to be seen as such.  The Government announced as part of its first budget, the 2001-02 budget, 
that it would establish a review of state business taxes.  At the time, I gave broad support to that.  I thought it was 
a worthy objective.  The terms of reference for that review essentially were that it would cover all areas of state 
taxes; that its aim was to improve the efficiency, equity and particularly the simplicity of state taxes; that it 
would be revenue neutral; and that the work would be undertaken by the Department of Treasury and Finance, 
with the report to be made by February 2002.  As I said, the objectives of the state business tax review were 
generally worthwhile.  It is a worthy exercise.  Although I could understand why the Treasurer would include the 
point that it be revenue neutral, this has unnecessarily constrained some of the tax reforms that could have taken 
place.  I am conscious of the fact that it has not proved to be exactly revenue neutral.  The fact that the review 
has been undertaken should not allow us to lose sight of the fact that there have already been significant 
increases in taxes under this Government.  Indeed, because of our particularly buoyant commercial and 
residential property sector, there has also been a significant increase in tax revenues.   

These Bills are being dealt with in a cognate way, which is a logical way in which to proceed.  As I mentioned 
before, they cover payroll taxes and land taxes only.  I understand that the further package will cover stamp 
duties.  I am not sure whether the Government intends to make other administrative and reform changes to taxes 
other than stamp duties.   

It is worthwhile setting the scene a little further before looking at the detail of the two Bills.  I will begin with the 
first budget of the Gallop Labor Government and consider what it offered.  I will look first at payroll taxes.  In 
its 2001-02 budget the Government extended the payroll tax base to include a range of fringe benefits.  That 
decision to widen the tax base is estimated to have alone raised a further $16 million in taxation over a full year.  
It was also announced that payroll tax would be extended to cover employee-like contractors.  That was a 
contentious issue.  Indeed, given the involvement of Messrs Burke and Grill, it continues to be a contentious 
issue.  That announcement was estimated at the time to collect a further $20 million in payroll taxes.  The third 
measure in that budget relating to payroll tax was to increase the top rate of payroll tax from 5.56 per cent to six 
per cent as of January 2002.  That does not sound like much, but in fact it was estimated to raise a further 
$63 million in a full year.  By extending the tax base and payroll tax to employee-like contractors and by raising 
the top rate, that budget, over a full year, was estimated to raise payroll tax by $99 million.  It was little wonder 
that many in business realised that they had not been told the truth in the election campaign.   

In the second budget, the 2002-03 budget, there was a backflip on extending payroll tax to employee-like 
contractors, given the outcry that had occurred.  Those measures had been wrong and inappropriate for the small 
business sector.  However, the backflip was not a full $20 million backflip but a $6 million backflip.  Clearly, the 
Government still intended to collect significantly more tax revenues from those so-called employee-like 
contractors.  In the 2002-03 budget it was also foreshadowed that there would be further changes to payroll tax 
as part of the business tax review.  Of course, that is the Bill before us tonight.  I will deal with payroll tax first 
and leave land tax to one side.   
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This package of two Bills does a number of things.  Firstly, it raises the payroll tax threshold from $675 000 to 
$750 000.  The threshold is that level below which no payroll tax becomes liable.  Secondly, it imposes a single 
marginal rate at six per cent for payrolls above the threshold level, and it extends the payroll tax base to now 
include termination payments.  That measure is expected to raise $7.8 million.  On top of the $99 million is 
another extension of payroll tax worth $7.8 million.   

I will provide members with a bit of history on land tax.  The Government made a number of decisions on land 
tax, which it implemented in the 2001-02 budget.  The first decision was to abolish land tax on properties of 
values of less than $50 000, which was widely acclaimed.  That measure relieved some 52 000 land tax payers 
from liability, which is some 30 per cent of the total.  That was a significant shift from the previous threshold of 
$10 000.  That was a sensible and overdue reform.  I would be interested if the Treasurer would provide me with 
an estimate of the cost to revenue of that measure, which was a proper measure to take.   

In the same budget, the principal place of private residence exemption was removed for owner-occupied homes 
that happened to be held in the name of a company or trust.  There are serious anomalies and inequities with 
regard to that issue, which is far from resolved.  That measure was expected to raise a further $11 million in a 
full financial year.   
That budget also significantly raised the rates of land tax.  The land tax rate of two per cent was raised to 2.3 per 
cent for properties valued at between $2 million and $5 million and the land tax rate for properties valued at 
above $5 million was raised to 2.5 per cent.  Those changes applied from 1 July 2002.  The increase in the rates 
of land tax raised $29 million.  The adjustments to the principal place of residence exemption and raising rates of 
land tax added $40 million to land tax collections.  Again, that is another significant increase in land taxes, 
which was compensated, to some extent - perhaps that figure can be provided - by the decision to abolish land 
tax on properties valued at less than $50 000.   
The 2001-02 budget also included the ill-fated attempt to introduce a premium property tax on properties worth 
over $1 million, which would have affected some 900 properties.  That measure was meant to raise a further 
$12 million.  Fortunately, it did not come to pass.  That measure was inequitable and the Government backed 
down from it in the light of a high degree of public protest not just from the owners of the premium properties - 
Mr M.J. Birney:  The Government seems to be doing that a lot lately.   

Mr C.J. BARNETT:  It does back down a lot.   
The Government caved in to the pressure that was applied.  No further changes to land tax were made in the 
2002-03 budget.  Members might have thought that the people breathed a sigh of relief.  However, stamp duty 
charges were substantially increased in that budget.  That matter is not the topic of this Bill, but will be the topic 
of other Bills.   
The Government attempted to use an administrative process to extend the application of land tax to various non-
farm activities on agricultural land.  Although agricultural land is generally regarded as exempt from land tax, 
this Government deemed certain activities as non-agricultural activities.  Again, that is a very short-sighted 
approach.  If grape growing, for example, were regarded as an agricultural activity but the production of wine 
was considered a non-agricultural activity and therefore land tax could apply on that land, it would send entirely 
the wrong signal to our rural industries.  We want to encourage rather than discourage value-adding industries.   

Mr E.S. Ripper:  There was no change in legislation, government policy or the Department of Treasury and 
Finance’s interpretation of the law.  There was no change in policy on that matter.   

Mr C.J. BARNETT:  However, there was a howl of protest from people who had never before been questioned 
about land tax liability on agricultural land.   

Mr E.S. Ripper:  Perhaps the compliance officers that Richard Court put into the department found instances 
where people had not complied with the law.   

Mr C.J. BARNETT:  This Government blames someone else on every issue, it does not matter who it is.  The 
public is getting sick and tired of that.   

I refer to the review of state business taxes with regard to land tax.  Essentially, there are three provisions.  First, 
there is an exemption for life tenancies held in trust.  That is a relatively small factor and corrects, as I 
understand it, an inadvertent consequence of previous changes.  I understand also that the cost of that to revenue 
is probably only in the order of $5 000 a year.  If that is correct, there is no real issue and we will support it.  
Secondly, the review of state business taxes abolishes land tax concessions for property developers, which will 
generate a further $2.5 million.  There are mixed views within the industry as to whether that is an appropriate 
policy.  Thirdly, the Government has made a significant change to reduce the number of steps in the land tax 
schedule from 10 to six.  I understand that that will have a revenue cost of around $6 million.  I would appreciate 
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being advised whether that is the correct figure.  I understand it is correct.  I am sure that the Treasurer’s trusty 
advisers are listening, and will be able to provide that information to me.   

What are the tax records of the Government’s first two budgets and the basic components of this first part of the 
business tax review?  The full-year effect of the 2001-02 budget resulted in an increase in taxes of $132 million.  
The 2002-03 budget, where most of the changes were made to stamp duty, which is not the topic of these Bills, 
resulted in an increase in taxation of $110 million.  In the first two budgets of a Labor Government, the full-year 
effect of raising tax rates and of widening the tax base by policy decisions and legislative change will add about 
$242 million a year to the tax burden on Western Australian businesses and households.  An increase of 
$242 million over those two budgets is an extraordinary result from a Premier who pledged not to increase taxes 
and charges.  That increase shows up in the figures.  I do not believe that the Department of Treasury and 
Finance has yet published its update on state tax collections.  If it has, I would appreciate being sent a copy 
because I am relying on last year’s publications.   

In the Government’s first year in office payroll tax collections for 2001-02 were estimated to be $900 million; in 
2002-03 they were estimated to be $1.22 billion; in 2003-04 they were estimated to be $1.82 billion; and, in 
2004-05 - the last year of the Labor Government - they are estimated to be $1.147 billion.  In the Government’s 
first year in office revenue from increases in payroll taxes grew by 10.5 per cent.  The next year it increased by 
13.5 per cent.  It is estimated to increase by 5.9 per cent in the coming year and in the following year it is 
estimated to increase by six per cent.  They are very substantial increases in revenues from payroll tax due 
principally not to a surge in employment or a rise in wages, but to increases in the rates and the base of the 
payroll tax.  That means that the amount collected from payroll tax by the end of the term of this Government 
will have risen by about $307 million a year, which is an enormous increase in the order of 30 per cent.   
I refer to land tax collections in the first full year of the Gallop Government.  During 2001-02, collections were 
$226.5 million compared with $217.3 million for the previous year; collections for 2002-03 were $266.5 million; 
collections in 2003-04 are expected to be $284 million; and collections in 2004-05 are expected to be 
$303.5 million.  What has happened and what is anticipated to happen over the four years of the Labor 
Government is an increase in land tax collections of 4.2 per cent, 17.7 per cent, 6.7 per cent and 6.7 per cent.  
The Government has put in place an increase in land tax collections of $77 million per year.  By any standard, 
this has been a heavy-taxing Government.  There is absolutely no doubt about that.  The increases have been 
made primarily as a result of this Government’s policy decisions.   
I again focus on payroll tax and some of the detail of the changes that will be put in place as a result of this 
business tax review.  I concede that the existing system of payroll tax is complex and difficult.  I wrote papers on 
that long before I entered politics.  The major feature of the existing system is that payroll tax is paid monthly on 
a total wages bill, including superannuation and fringe benefit payments.  Termination benefits are to be 
included.  There has long been an exemption threshold, which currently stands at $675 000.  Although 
companies below that threshold do not pay payroll tax, that tax-free component is gradually phased out as 
payrolls rise above $675 000.  The phasing out of the threshold means that people pay greater increases in tax 
than simply the gap between the current and higher tax rate.  The phasing out of the threshold is the reason the 
marginal rate is higher than the average or quoted rate of payroll tax.  Under the existing system, there is no tax-
relief threshold once a payroll reaches $5.6 million.  That is a complication.  Although the system provides 
payroll tax relief, the phasing out of the threshold has the effect of boosting marginal rates, and that is a 
complication and a confusion for everyone.   

Mr E.S. Ripper:  I think it took us nearly an hour in the House one day to run through how the system worked at 
various payroll levels.  You and I were involved in that debate.   

Mr C.J. BARNETT:  I indulge the Treasurer.  There is a very simple way of getting it right, and that is to 
remember one thing: if the average is rising, the marginal rate must be above the average.  If that is too difficult 
for people to understand, they should think of Don Bradman batting.  If he is to increase his batting average, he 
must score more than his average every time.  For the average to increase, the margin must be above it.  As the 
average rates of payroll tax increase because of the phasing out of the threshold, we get varying and odd 
increases in the marginal rate.  The marginal rate will be both higher and lower; it jumps around the place.  
Currently, companies with payrolls of up to $675 000 pay nothing; companies with payrolls between $675 000 
and $2.7 million pay up to 3.65 per cent; companies with payrolls of up to $4.5 million pay between 3.65 and 4.6 
per cent; companies with payrolls between $4.5 million and $5.625 million pay between 4.6 and six per cent; and 
the top rate of six per cent applies to payrolls above $5.625 million.  The system is complex because different 
rates apply and the tax-free threshold is gradually phased out.  The combination of that with the jumps to higher 
brackets means that a company could have marginal rates of payroll tax of close to 12 per cent.  In other words, 
for every extra $100 in payroll, an extra $12 in payroll tax would be payable, even though the top quoted rate is 
six per cent.  The average is around six per cent, but the company’s marginal rate could be essentially double 
that.  That is a disincentive to employ. 
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Several measures in these Bills will change that system.  First, the payroll tax base will be extended to include 
termination payments.  It is a further widening of the payroll tax base.  The Government keeps finding little ways 
of widening the base.  It is claimed that that will remove an incentive to shift payment for normal earnings to 
termination payments.  That might happen to some extent, but I think the reality is that it is fairly limited.  It 
means that an employer must contrive a way of sacking someone to save on payroll tax.  That seems a little far-
fetched.  However, I understand it is consistent with the criteria applied by the Commonwealth and the other 
States.  As I said, I understand that will raise about $7.8 million, which does not sound much. 

Raising the threshold from $675 000 to $750 000 means that an estimated 392 smaller businesses will now not 
pay payroll tax.  They will have a tax cut of varying amounts to a maximum of $3 650.  I would be interested in 
knowing what will be the full-year cost to revenue of that decision.  It will obviously help small business, and for 
that reason it is supported.  This State’s threshold rate does not compare that brilliantly with the rate applied in 
other States.  We are probably around the middle of the pack.  Queensland has a threshold of $850 000; 
Tasmania has a threshold of $1 million; New South Wales’ threshold is lower than ours at $600 000; and 
Victoria’s is also lower than ours at $515 000.  However, those figures may now be dated.  We stand around the 
middle of the pack.  As I said, one of the effects of the increase in the threshold is that the high marginal rates 
will be reduced and the tax benefit of that threshold spread across all employers.  It might sound fair; however, 
one of the objectives of this review was equity, and in that regard I do not know that the increase in threshold 
will produce such a great result because large employers will end up with a very significant payroll tax cut.  The 
effect of the threshold increase is that employers with payrolls above $4.8 million will get a payroll tax cut of up 
to $45 000 or 13 per cent.  That will benefit 3 000 large employers in this State.  I do not think it will make a 
huge difference to them, but in money terms it is a hefty payroll tax cut for the larger employers. 

Mr E.S. Ripper:  What would you say if their payroll tax were to increase by $45 000? 

Mr C.J. BARNETT:  I would not be too impressed.  I am sure they are pleased about this change, but one of the 
objectives of this review was equity, and I do not see that as equitable.  There may be an argument for a single 
rate of payroll tax, but the Labor Government has selected the top rate as the single rate.  Therefore, many people 
who were paying lower rates of payroll tax in a more complex system will find that the new system is simple, 
but that they are paying the highest rate and therefore the change is more expensive.  The maximum rate in 
Western Australia will be six per cent.  In Queensland, significantly, the rate is 4.8 per cent; in Victoria it is 5.45 
per cent; in New South Wales it is a bit higher than ours at 6.2 per cent; in South Australia it is 5.75 per cent; and 
in Tasmania it is also a bit higher than ours at 6.3 per cent.  This change will put us at the top end of the national 
scale.  As I said, adopting a single rate at the highest rate means there will be no lower or concessional rates for 
smaller to medium-sized business.  There will be a simplification of the system, but it will come at great cost to 
smaller to medium-sized businesses.  The big losers under this change to the payroll tax structure will be those 
firms with payrolls in the range of $1.1 million to $4.8 million.  Those firms typically have 25 to 100 employees 
and are Western Australian owned and operated.  They are the small businesses that have moved into the 
successful and growth phase and probably have the potential to continue to grow.  They are the ones that will get 
hit hardest.  They will pay up to an extra $18 450 in payroll tax, an increase of up to 18.7 per cent in their payroll 
tax bill.  That will impact 3 910 employers.  It is a very substantial increase.  From memory, the average cost of 
the impact will be about $5 000 or $4 500.  It is for that reason I do not support these Bills.  Many aspects of the 
reforms are worth doing; however, it is wrong for this legislation to impose such a significant increase in payroll 
tax on medium-sized Western Australian firms.  The irony is that the legislation will provide a significant payroll 
tax cut of $45 000 to the larger firms.  Smaller firms will pay up to an extra $18 000 and bigger firms will get a 
payroll tax cut of $45 000.  Although I understand the logic of the intent of the reforms, the word “equity” was 
forgotten in drafting them.  That is why these tax measures have come as a great shock to many businesses.  
Those 3 910 firms will have an average tax increase of about 11 per cent.  That is expected to raise a further 
$7.7 million dollars.  That is a very significant tax impost on small to medium businesses - a tax impost done in 
the name of tax reform.  I do not think those businesses will see that as tax reform at all.   

On land tax changes, there has been a decision to abolish the land tax concession for land developers.  This 
concession was introduced by the previous Government in 1996.  It allowed land developers to be assessed on an 
in globo basis rather than on a subdivided-lot basis; the logic being to encourage serviced developed lots to be on 
the market and available so that there would not be a shortage of supply and the price hikes that would hurt 
consumers, particularly first home owners.  One of the arguments from the land development industry was that if 
land tax were to be imposed on developed lots rather than using the super-lot concept, the industry would hold 
back finally bringing them onto the market.  Land developers were supportive of it; no wonder - it meant less 
tax.  The Government argues that it was not effective in bringing onto the market more developed lots and, 
indeed, seasonal patterns were still there.  We could argue about that forever.  I would not mind if it was proved 
to be less effective than thought, but I am not entirely satisfied or confident that we will not see problems 
through the removal of the land tax concession.  It had become built in as part of the land development sector.  
Although data and land sales from 1996 can be analysed, it is a relatively short period.  Trying to draw any 
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conclusion that it had an advantageous or deleterious impact on the timing or numbers of developed lots brought 
onto the market is a fairly heroic assumption.  My concern is that the removal of this concession may result in an 
adverse reaction.  The property development industry may react by holding more land in a sort of super-lot form 
and holding back final approvals and subdivision.  There is already pressure on property prices in this State.  
There have been articles in the media in recent days about a relative shortage of land.  We have a property 
market, both developed properties and residential land, which is still remarkably strong and price rises have 
continued at a fairly aggressive rate.  The Government will save $2.5 million, but I hope it does not create a 
problem for home owners, particularly first home owners, which outweighs any saving those home owners will 
make.   

There is also the change to life tenancies held in trust to which I referred earlier.  This alteration gives an 
exemption from land tax for life tenancies that have been held in a trust.  This is a relatively obscure item.  I do 
not profess to understand all the details.  I think it was an anomaly as a result of changes made in the 2001-02 
budget that applied land tax to some people’s places of residence.  I do not think land tax should apply to a 
person’s place of residence; it is very wrong, unless it is a blatant measure of avoidance.  Most people hold their 
principal place of residence in the form of a company or trust structure simply because their finances require 
them to do so.  Generally, they are small business people or professional people who operate their business in 
some form of bank finance and security.  Usually their biggest asset is their family home and often they are 
required for business reasons and security reasons through the banking system to hold their place of residence in 
a company or trust structure.  At the time the Treasurer glibly said that for $40, or whatever the figure was, they 
could simply move it from the company structure or trust back into their direct name and therefore they would 
not have a problem.  There are about 1 000 or 1 200 taxpayers who cannot do that.  The cost of doing it would be 
extremely high for a range of reasons, not the least of which is that it could now attract capital gains tax.  For a 
relatively small gain in revenue, this has created a great deal of angst among probably 1 200 people who are law-
abiding citizens, who pay their taxes and who simply have their family home in a company or trust structure to 
provide security generally for their small business.  I think it is quite appropriate that they do so.  I do not have 
any sympathy for people who try to rort the tax system to avoid taxes.  However, the people who have spoken to 
me in this regard - many people have and a number of them live in my electorate - have absolutely legitimate 
reasons for doing this.  They are not in any sense seeking to evade tax.  I urge the Government to reconsider this 
change.  I think it has made a mistake, just as it did with the premium property tax.  Most of the people who have 
their place of residence in a company or trust structure do so for legitimate reasons; they do not do it to avoid 
tax.  They do not deserve to have land tax levied on their principal place of residence.   

It is often said that Australians do not save.  Comparisons between Organisation for Economic Cooperation and 
Development nations often show that the saving rate of Australians is low.  What those figures do not show is 
that Australians typically save through their principal place of residence - their family home.  That forms a 
significant and important part of people’s retirement savings and, ultimately, their retirement nest egg.  That is a 
bit of glue in our society.  We must ensure that we do not make changes to land taxes or eligibility criteria or 
changes such as the premium property tax that upset people’s long-term financial planning and security.  For the 
same reasons - I said the same to the Prime Minister a couple of years ago - the Government should not be 
making all these changes to superannuation laws.  It is not functional.  It causes a lot of stress and causes people 
to lose the security that often they have worked so long for.  However, this is a correction of a small anomaly; it 
does not solve the problem that, for the first time in this State, the Government has extended land tax to people’s 
place of residence.   

Another aspect is that the legislation reduces the number of land tax brackets or thresholds from 10 to six.  The 
idea is that the rate of land tax goes up in step function as the value of the property goes up.  There were 10 
steps, which meant that before people knew it, they were hit with a higher rate of tax.  Reducing the number of 
tax brackets will certainly make things simpler.  It will now take longer for the escalation of property values to 
take people into the higher tax bracket.  The problem is that the jumps are now greater.  Although people might 
have gone from a lower bracket to a higher tax bracket through the natural price inflation of land over an eight 
year period, the Office of State Revenue now believes that that will take about 16 years.  It will take people a bit 
longer to reach the higher rate of land tax, but when they do reach it they will find that the jump is much bigger, 
so there is a downside to that.  Of course, there are winners and losers.  Generally the winners are those people 
paying land tax on less valuable properties - generally in the range of $100 000 to $700 000.  The losers are 
those paying land tax on properties in the mid range of $700 000 to $1.9 million.  This will have a significant 
impact on a number of people.  It is estimated that about 4 466 land tax payers will experience an increase of up 
to $1 467, or 12.7 per cent, in their land tax.  Although it might appear simpler to reduce the number of brackets 
from 10 to six, about 4 500 land tax payers will get a rude shock and find that because of that simplification 
alone, their land tax bill will go up by nearly 13 per cent.  I do concede that reducing the number of brackets 
from 10 to six flattens the structure.  However, again, it is flattening the structure in the context of significant 
increases in the rates of land tax that were put in place in the 2001-02 budget.  Reducing the number of brackets 
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will mean that revenue will fall by around $6 million.  That may be a good thing overall, but there are significant 
winners and losers.   
People who pay land tax can be hit in a number of ways.  The first way in which they can be hit is when the 
value of the property increases.  As the value of the property increases, land tax is levied as a percentage of the 
value, and people will pay more.  The value of the property pushes people into higher tax brackets and they will 
pay even more.  Normal property increases add to the amount of land tax paid.  Moving to higher brackets 
exacerbates that and results in further land tax being paid.  Increases in the rates of land tax, which have 
happened under this Government, further increase the amount of land tax paid.  Grouping provisions, which 
group otherwise unattached properties into a single property for the purposes of land tax assessment, also have 
the effect of putting taxpayers into higher brackets.  A general inflation of property prices, increases in rates of 
land tax, shifts to higher brackets of land tax and grouping provisions provide at least four mechanisms - there 
are probably another one or two - by which people find themselves paying land tax.  The final and fifth 
mechanism, which annoys people most of all, is the revaluation of a property by the Valuer General.  It 
compounds all the mechanisms because the value of a property can go up in a lumpy and discrete way, rather 
than in a continuous way, as would occur in the normal trend of market land prices.  Little wonder that people 
who pay land tax get more irritated about the tax than any other.  I am sure most members of this Parliament 
have many constituents who get hit by land tax and accept it as a form of wealth tax.  If they are paying land tax 
they probably have, on average, a bit more income than other people.  What irritates them intensely is the 
number of different ways in which their land tax liability can increase and the unpredictability of when and by 
how much their liability can increase. 
Mr E.S. Ripper:  Their income does not necessarily go up at the same time. 
Mr C.J. BARNETT:  No, it does not.  It is a good point because many people, particularly in their retirement, 
will have property acquired for retirement purposes and will find that they cannot dispose of it or meet the land 
tax payments, which can become horrendous.  If they dispose of the property they will be hit with capital gains 
tax, which they know will come, but people prefer that it come at the time they choose to dispose of the property.  
People may well hold a property along with superannuation, accumulated savings or an investment property, 
retire at age 60, and plan that, once they have run down their savings and are 70, they will sell off the investment 
property in order to see them through.  It may allow them to have a holiday or enjoy life.  People find that the 
cost of holding the investment property, as land tax goes up repeatedly through one of the five mechanisms, 
cannot be met by their income.  They cannot meet the land tax payments.  If they sell the property they are hit by 
commonwealth capital gains tax, which is inevitable.  However, the property is sold prior to when they intended.  
Therefore, they lose five or six years of capital gains that they planned on.  They may have planned to hold onto 
the property and pay capital gains tax at a later date, depending on how they staggered their retirement years.  
The situation is causing great distress.   
A number of members are baby boomers.  A number of Labor members will be hitting retirement in just under 
two years, and I hope they have provided well for their retirement.  Some members will have only a limited 
amount of superannuation from this place.  I hope some members have property income and investments.  They 
will find it difficult to hold on to their property investments and to liquidate them when they need to during 
retirement.  A number of elderly people in my electorate are asset rich - they do not deny it - but income poor.  
They struggle to hold on to investment properties and liquidate them at the time that suits them and their stage in 
life.  We must be very careful about that.  Although these changes will result in winners and losers - we give 
away revenue here and pull it back there - I see no recognition of the way in which this business tax review and 
the changes will affect individuals.  As legislators and policy makers, we must be very conscious of how changes 
in taxes can impact on people’s retirement strategies, assets and planning. 
I commend the Treasurer, as I generally do, for this business tax review.  It was long overdue.  It is not easy to 
change taxes.  However, he constrained the review by saying that it would be revenue neutral.  I think that is a 
bit of a joke because revenues have gone up by $242 million.  Having whacked up all the rates of tax, the 
Government is saying the tax reform is revenue neutral.  Without that constraint, the Treasurer would have got 
better reviews and reforms from the process.  The principal reason that the Opposition objects is because of the 
impact of the payroll tax increases.  Again, the prime group that loses is small to medium-sized Western 
Australian businesses.  There are nearly 4 000 such businesses that have payrolls in the range of $1.1 million to 
$4.8 million, which can have a maximum loss of $18 000.  The average loss is about $4 500.  It is a significant 
tax impost.  Although I broadly support the objectives of the business tax review, a significant tax increase of up 
to $18 000 on small to medium-sized businesses is the reason that I cannot support this legislation. 

MR B.J. GRYLLS (Merredin) [9.25 pm]:  I will put on the record the position of the National Party on these 
two Bills.  Before I start, I thank the Leader of the Opposition for his contribution to the debate.  He went 
through a lot of the finer detail that was to make up part of my speech tonight.  The National Party will not 
support the Bills for reasons similar to those outlined by the Leader of the Opposition.  The changes will increase 
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the tax liability on small to medium-sized businesses.  The National Party believes that the Bills could aptly be 
renamed the “penalise medium business tax Bills”.  The single marginal payroll tax rate that this Labor 
Government will introduce with these changes will penalise approximately half the businesses in Western 
Australia that pay payroll tax.  During our briefing, the Treasury officials openly admitted that of approximately 
8 300 operating businesses in Western Australia, 4 000 will be worse off under the tax change.  The winner from 
the tax change is the State Government.  Although the Treasurer would like us to believe that there will be a 
revenue neutral outcome, it is hard to understand how this will be revenue neutral with indexation and increases 
that are part of normal business life.  It is hard to convince the 4 000 businesses that they will be better off after 
this tax change and that the changes are revenue neutral.  The Labor Government has every reason to choose 
payroll tax as the target tax for lining its pockets in the next budget because it represents one-third of the tax 
revenue of this State. 

The Treasurer advises that 47 per cent of companies affected by payroll tax will be losers, but the Government is 
still happy to champion this tax change.  From the Opposition’s point of view, that is very disappointing.  As the 
Leader of the Opposition pointed out, this Government came to power on the basis of no new taxes and no tax 
increases.  Here we are again.  We see that 4 000 medium-sized businesses in Western Australia that have 
payrolls between $1 million and $5 million will be worse off.  It is clear from the changes that Labor does not 
want medium-sized businesses in Western Australia to grow and prosper.  The icing on the cake is that not only 
do the businesses face an increase in payroll tax, but also the tax base is broadened to include eligible 
termination payments.  A company calculating how close it is to insolvency and prompted to undertake this 
exercise because of an increased payroll tax bill through these changes by the Government, will be pushed closer 
to the wall as it must factor in even higher payroll tax because eligible termination payments will be included.  I 
would like to hear the Treasurer’s response to that.  Companies will struggle to keep their doors open because 
they cannot afford the payroll tax bills.  They cannot afford to close because they cannot afford to pay the 
additional payroll tax on eligible termination payments. If a company needs to dismiss some staff to cope with 
the added payroll tax bill, it will be cost prohibitive, because eligible termination payments are now calculated in 
the payroll tax bill.  The Treasurer is doing a fine job of bringing medium business to its knees.  The National 
Party has had a lot of contact with businesses in that medium range, with a payroll from $1.1 million to 
$4.8 million, and they are extremely concerned that they happen to be the losers in this tax grab by the Labor 
Government. 

Obviously, the National Party cannot support the sections of the Bill that introduce a single marginal tax rate and 
broaden the payroll tax base to include eligible termination payments.  It will, however, support the increase in 
the threshold for payroll tax from $675 000 to $750 000. 

Mr E.S. Ripper:  You will support everything that results in a reduction of tax, but you won’t support the 
offsetting revenue-raising measures. 

Mr B.J. GRYLLS:  We will not support the fact that 4 000 businesses will be worse off as a result of this tax 
change.  I do not know how the Treasurer can support it either. 

Mr E.S. Ripper:  You will support the ones under which businesses will be better off, so how would you fund the 
improvements under which businesses will be better off? 

Mr B.J. GRYLLS:  The Treasurer can smile and grin all he likes.  He is the one who is about to increase payroll 
tax for 4 000 Western Australian businesses, as the Leader of the Opposition outlined, in that growth band of 20 
to 100 employees.  Those businesses are just starting to grow and expand and bring valuable jobs and 
employment to this State.  However, the Treasurer is giving them a tax slug.  Because the Treasurer interjected, I 
will repeat what the Leader of the Opposition stated.  As a result of this payroll tax change, businesses in the 
payroll tax bracket of $1.1 million to $4.8 million - that is, businesses with between 20 or 25 and 100 employees 
- will lose up to $18 450, or will suffer an 18.72 per cent tax increase.  The Treasurer may not know that regional 
Western Australia has many businesses in this band.  Off the top of my head, in my electorate Hutton and 
Northey Sales and Ag Implements Merredin, which are machinery dealers, are businesses that are doing 
fantastically well in a pretty tough environment.  After a tough agricultural year, these two companies in 
Merredin are pushing forward and taking on new staff.  It will be disappointing for them to learn that they will 
face up to an 18 per cent payroll tax slug.  Just as they are trying to come out of the drought and grow their 
businesses, they are in line for another tax slug.  That is obviously the reason that the National Party will not 
support this legislation and why it looks forward to the Treasurer explaining his reasons for this measure in his 
contribution to the debate. 

The National Party will not oppose the changes to land tax.  Unfortunately, the only sections of the Bill that it 
will support are the land tax sections and the increase in the cut-off rate for payroll tax from $675 000 to 
$750 000.  The National Party is not willing to condemn 47 per cent of businesses in Western Australia by 
imposing on them an increased payroll tax Bill. 
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MR E.S. RIPPER (Belmont - Treasurer) [9.33 pm]:  I thank the Leader of the National Party and the member 
for Merredin for their comments, although I am disappointed that both have indicated that they will not support 
all the legislation.  As the Leader of the Opposition pointed out, the legislation is the first of two packages of 
legislation that will implement the Labor Party’s commitment at the election to have a review of state business 
taxation.  That commitment was further reinforced in the presentation of the first Labor budget in 2001. 

We have put to the business community that we can have fewer, fairer and simpler state taxes if we have a 
package of reforms.  However, it must be a package.  We went to the business community and said that we 
wanted a mature consideration of the package.  We did not want the business community to cherry pick or to 
support those measures under which there might be a benefit for business but oppose all those measures under 
which someone might have to pay additional taxation.  The whole reform works only as a package.  I think there 
are 48 different measures in the overall package.  If people want to oppose one, two or five of those measures, 
they will bring down the whole package.  The Government can proceed with this only as a package. 

Mr C.J. Barnett:  Why? 

Mr E.S. RIPPER:  The Government can proceed with this only as a package because it must fund important 
community services in health, education, community safety and the infrastructure for economic development.  It 
must meet those community priorities.  The Government said to the business community that this must be a 
largely revenue-neutral package.  In the final analysis, when the Government worked out the best package, it 
came to the conclusion that an acceptable package would give something back to the community and business, 
and not be totally revenue neutral.  Therefore, over four years, the package gives back $70 million to the 
community and to business.  On a full-year basis, the package gives back to the community and to business not 
quite $30 million a year.  I make that point quite clear, because this is a package.  If individual measures are 
pulled out of this package, the Government will not proceed with it.  It is a package.  It hangs together and all the 
measures must be supported; otherwise, none of the measures will go through.  That is the clear position that we 
must have, because we are responsible for funding very important community services - health, education and 
community safety - and we cannot just throw away the revenue required for the funding of those services. 

Of course, it would be politically popular if we had the financial capacity to just cut taxes and not have any 
countervailing revenue measures.  As a politician, I would love the Government to be in a position to do that.  I 
would have loved to be in the position of the Victorian Government, which was able to say that it was reviewing 
business taxes and putting $200 million on the table as its contribution to the review.  However, the Western 
Australian Government did not have the financial capacity, given the priority funding demands in health, 
education and community safety, to make that sort of commitment.  The best we could achieve, given the 
financial circumstances, was revenue neutrality.  In fact, we did a little better than that, with $70 million going 
back over four years - almost $30 million on a full-year basis by the time the package reaches its full extent. 

I believe the business community responded very well to the message that the Government presented to it and to 
the package that it put forward.  In The Australian of Thursday, 23 January 2003, Lyndon Rowe, the Chief 
Executive of the Chamber of Commerce and Industry of Western Australia, is reported as saying - 

. . . the reforms would go some way to reduce the compliance burden for business, but he added the 
Government could have gone much further.   

“There are 15 state taxes, mostly stamp duties applying to business, which raise less than 5 per cent of 
total revenue.  Nine raise less than 2 per cent . . .  

Therefore, the Chamber of Commerce and Industry of Western Australia said that the package was okay and it 
supported it, but it would have liked the Government to have gone further. 

Mr C.J. Barnett:  Do you think it realised that 4 000 companies would get increases in payroll tax? 

Mr E.S. RIPPER:  The Chamber of Commerce and Industry was represented on the state business taxes 
reference committee.  That reference committee represented not only the most significant industry and business 
groups in the State but also tax professionals.  It was chaired by Jonathan Ilbery.  His report to me stated - 

The Committee supports the package of recommended reforms as a whole on the basis that it has been 
put to the Western Australian public on an “all or nothing” basis.  Some negative elements have been 
identified in the package . . . but these are outweighed by positive elements and the complete package is 
seen as reasonably equitable and to be beneficial to Western Australian taxpayers, on the whole. 

That was the report of the reference committee chairman, and the reference committee included representatives 
of small business, UnionsWA, the Western Australian Council of Social Service, the Chamber of Commerce and 
Industry of Western Australia and the Property Council of Australia.  All the significant business groupings in 
the town were represented on the committee, along with significant tax professionals.  They acknowledged the 
constraints on the Government in implementing this reform, and responded positively to the Government’s call 
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for this to be considered in a mature way, as a whole package.  I regret that we have not had the same response 
from the Leader of the Opposition and the National Party, although I appreciate the general tone of the 
comments of the Leader of the Opposition.  He has taken a political decision to oppose the payroll tax elements 
of the legislation, and that is his right.  I hoped for a better understanding of the whole package, but that is not 
necessarily the way parliamentary politics works.  
Almost six out of 10 payroll taxpayers will benefit from this measure.  
Mr B.J. Grylls:  Does that mean these figures are wrong?   
Mr C.J. Barnett:  If almost six out of 10 benefit, then four out of 10 will lose.  
Mr E.S. RIPPER:  That is the way it works.  Almost six out of 10 benefit, because nearly 400 taxpayers are 
excluded from payroll tax requirements.  Some taxpayers in the next tax bracket also win, and then there is a tax 
bracket in which people do not win out of the arrangement, but in the rest of the brackets people do win.  Even 
for those who lose under the payroll tax measures, there will be gains under other measures in the second 
package.  For example, stamp duty on workers compensation insurance premiums will be abolished.  The 
medium-sized businesses that lose on the payroll tax front will win out of that measure.  Payroll tax is also 
deductable against commonwealth company tax.  If people pay additional payroll tax in Western Australia, they 
will pay less commonwealth tax because they will be able to deduct that payroll tax obligation against the 
company tax.  This is not necessarily as simple as the member for Merredin has sought to paint it.  

Mr B.J. Grylls:  Your figures say 40 per cent are losers.  

Mr E.S. RIPPER:  The member for Merredin should take a more sophisticated approach to this.  He should listen 
to what I am saying.  This is not only a question of payroll tax, but also of the other 47 measures in the package, 
some of which will benefit the very people the member for Merredin thinks he is supporting.  They will not 
happen unless the whole package goes ahead.  Then there is the interaction with commonwealth tax, which is 
important.  I will give the member for Merredin an example of what we are able to do.  As part of the package, 
stamp duty concessions for first home buyers will be made more generous.  The eligibility according to the 
purchase price will be broadened.  That cannot go ahead if the Opposition intends to pick and choose, and 
torpedo elements in the package.  Six nuisance taxes will be abolished as a result of this package.  If the 
Opposition seeks to knock off an element of this package, the package will fail, and those six taxes will stay.  
The Opposition will bear the responsibility for that.  The Opposition can play politics if it likes, but the end 
result will be that good reforms of our taxation system that will reduce compliance costs for business and 
administration costs in the Office of State Revenue, and make our tax system simpler to use and easier to 
understand and predict, will fall.  The reforms must be taken as a whole; they cannot be subject to picking and 
choosing on the basis of politics. 

Western Australia is the only State with a variable marginal rate of payroll tax.  On a payroll of $2.7 million the 
tax will be $117 000 under the single marginal rate scale we are proposing.  In New South Wales a similar 
payroll would attract tax of $126 000; in Victoria, $112 000; in Queensland, $117 000; in South Australia 
$124 000; and in Tasmania, $105 000.  Although on a payroll of $2.7 million a company will pay more in 
payroll tax under this legislation than it would have paid under the variable marginal rate system, the rate is still 
comparable with that in other States, and lower than that in at least two of them.  It is not a bad measure in itself, 
but it really needs to be seen as part of the overall tax package, with all the different measures that have their 
differing impact, positive and negative, on different companies or on the same company in different 
circumstances.  The overall benefit is reduced compliance costs, more simplicity and reduced administration 
costs in the Office of State Revenue.  

The Leader of the Opposition raised questions about the Government’s history in its budgets of taxation 
increases.  The Government has brought down two budgets that have contained tax increases.  He did not, 
however, mention the enormous expenditure responsibilities in key areas, and some of the matters the 
Government has had to deal with.  For example, there are two technology projects in the Police Service.  The 
Delta communications and information technology project, or DCAT, is a computing project.  Over the years 
from 1999-2000 to 2006-07, the Government will be required to spend $175 million in capital costs on the 
DCAT project.  In recurrent costs, the Government will be required to spend $145 million.  So, over those years, 
the total expenditure required will be $320 million on the DCAT project.  This was not a promise that this 
Government took to the electorate; we inherited it when we came to government.  We found that the contracts 
had been signed, and the moneys initially spent.  More importantly, we found that the forward estimates we 
inherited simply did not provide for the funding for that project.  In capital terms, the DCAT project will cost 79 
per cent more than the figures the Government inherited from the coalition Government.  In recurrent terms, it 
will cost 73 per cent more than those figures indicated.  Those are the sorts of matters that the Government has 
been required to fund.  We have been required to make the decisions that any responsible Government would 
have had to make given those circumstances.  It has been galling for us to find that coalition projects, to which 
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we are committed whether we like it or not, have had those sorts of blow-outs in cost.  That is part of the 
background for the tax increases that occurred in the past two budgets.   
Mr C.J. Barnett:  You seem to be going far and wide.  Have you worked out yet how much the change in the rail 
route will cost?   
Mr E.S. RIPPER:  On advice from the Leader of the House, I will not go far and wide.  I made one comment in 
response to the Leader of the Opposition and I will not make any more.   

Mr C.J. Barnett:  I asked some questions.   

Mr E.S. RIPPER:  Can we deal with those during the consideration in detail stage?   

Mr C.J. Barnett:  If we are going into consideration in detail. 

Mr E.S. RIPPER:  Does the Leader of the Opposition not want to go into consideration in detail? 

Mr C.J. Barnett:  Not for long. 

Mr E.S. RIPPER:  If the Leader of the Opposition reminds me of his questions, I will deal with them, especially 
if we can avoid going into consideration in detail. 

Mr C.J. Barnett:  Hansard has taken my notes from me.  Essentially, I was asking for estimates of the net plus or 
minus effects of these revenue measures.  I am happy for you to undertake to provide the answers later.   

Mr E.S. RIPPER:  I will undertake to provide answers to the Leader of the Opposition’s questions, if not on the 
Hansard record then directly to him.  We will deal with those matters.  I am expecting some written advice on 
those matters.  I can tell the Leader of the Opposition that the single marginal rate of payroll tax will cost 
$7.8 million in 2003-04.  Eligible termination payments add $7.8 million to the revenue-raising exercise.  The 
prescribed motor vehicle allowances measure takes $1 million off the revenue.  The impact of this Bill on payroll 
tax is that we will raise $1 million less than we would otherwise have done.  If the member for Merredin were to 
knock off the package, he would give me $1 million more in payroll tax revenue.  He might want to reflect on 
that.  He could knock this package off if he wanted.  If he knocked off any single measure in this package, it 
would knock off the whole package, and he would give us another million dollars in payroll tax revenue.   

The reduction in the number of land tax thresholds costs revenue $5.9 million.  Abolishing the land tax 
concession for land developers would give back $2.5 million.  The loss in 2003-04 to the revenue from land tax 
changes is $3.4 million.  The total loss to revenue from this Bill before the House is $4.4 million.  If the National 
and Liberal Parties want to knock off this package or any element of it, the Government will be delighted to take 
the additional $4.4 million.    

Mr B.J. Grylls interjected. 

Mr E.S. RIPPER:  If the member for Merredin wants to knock off any element of the package, the package will 
not proceed and he will have caused the business community to pay $4.4 million more in revenue to the 
Government.  If he wants to take responsibility for a tax increase in the business community, he can knock off 
the package.   

Mr C.J. Barnett:  Four thousand medium-size businesses are very happy.   

Mr E.S. RIPPER:  The Leader of the Opposition can explain to the other businesses why they have not benefited 
from the other 47-odd measures in the overall package.   

I need to deal with one other issue; that is, the question of eligible termination payments and the risk of 
insolvency.  Including eligible termination payments in the payroll tax base is not likely to have a large impact 
on employers at risk of insolvency.  If an employer were to become insolvent, he might be required to make 
payments in lieu of notice or redundancy payments.  In the case of payments in lieu of notice, the minimum 
conditions of employment applying to employees on many awards, including the farm employees award, require 
employers to give between one and five weeks notice of termination of employment depending on the 
employee’s age and period of service.  In circumstances in which an employer is able to anticipate that he may 
become insolvent and provides sufficient notice of termination to his employees, he may not have to make 
eligible termination payments in lieu of notice.  In these circumstances inclusion of eligible termination 
payments in the payroll tax base will have no impact on an employer’s payroll tax liability.   

If an employer whose employees are covered by these minimum conditions does not or is unable to give 
sufficient notice to its employees, the employer will have to make eligible termination payments of up to five 
weeks pay in lieu of notice.  For an employer with 20 employees on average weekly earnings that is required to 
pay its employees an average of three weeks notice, this will amount to additional payroll tax of around $3 181.  
This represents around 0.3 per cent of an employer’s annual payroll.  If the same employer were obliged to pay 
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its employees an average of five weeks notice, the additional payroll tax would be around $5 302.  This 
represents around 0.6 per cent of an employer’s annual payroll.   

I think that deals with what is a very small issue looking at the overall circumstances that would confront such a 
business. 

Mr C.J. Barnett:  I asked several questions and you have answered a couple of them.  Can I have an assurance 
from you that you will have one of your advisers read through what I said and check?  If that information can be 
provided, and I think it is possible to provide it, it would save us time during the consideration in detail stage 
rather than going through it again. 
Mr E.S. RIPPER:  Where information requested by the Leader of the Opposition is available, of course it will be 
provided.  I will either do that on the record or if we are unable to do it on the record, I will write to the Leader 
of the House or the Office of State Revenue will provide the information.   

I have made the major points that needed to be made in response to the debate.  I appreciate the tone in which the 
debate has been conducted.  I ask the House to consider the legislation as part of an overall package that will 
very substantially reform the system of taxation in this State to the benefit of business, the economy and 
administration costs in the bureaucracy.   
Question put and a division taken with the following result - 

Ayes (26) 

Mr P.W. Andrews Mrs D.J. Guise Mr M. McGowan Mr E.S. Ripper 
Mr J.J.M. Bowler Mr J.N. Hyde Ms S.M. McHale Mr D.A. Templeman 
Mr C.M. Brown Mr J.C. Kobelke Mr N.R. Marlborough Mr P.B. Watson 
Mr A.J. Carpenter Mr R.C. Kucera Mrs C.A. Martin Mr M.P. Whitely 
Mr A.J. Dean Mr F.M. Logan Mr M.P. Murray Ms M.M. Quirk (Teller) 
Mr J.B. D’Orazio Ms A.J. MacTiernan Mr A.P. O’Gorman  
Dr J.M. Edwards Mr J.A. McGinty Mr J.R. Quigley  

Noes (19) 

Mr R.A. Ainsworth Mr J.H.D. Day Mr R.F. Johnson Mr T.K. Waldron 
Mr C.J. Barnett Mrs C.L. Edwardes Mr W.J. McNee Ms S.E. Walker 
Mr M.J. Birney Mr B.J. Grylls Mr B.K. Masters Dr J.M. Woollard 
Mr M.F. Board Ms K. Hodson-Thomas Mr R.N. Sweetman Mr J.L. Bradshaw (Teller) 
Dr E. Constable Mr M.G. House Mr M.W. Trenorden  

            

Pairs 

 Mrs M.H. Roberts Mr J.P.D. Edwards 
 Mr A.D. McRae Mr D.F. Barron-Sullivan 
 Dr G.I. Gallop Mr A.D. Marshall 

Independent Pair 

Mr P.G. Pendal 

Question thus passed. 

Bill read a second time. 
 


