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STAMP DUTY ON FAMILY BUSINESSES 
Grievance 

MS M.M. QUIRK (Girrawheen) [10.01 am]:  My grievance is directed to the Treasurer and relates to the 
imposition of stamp duty in circumstances in which a family business undertakes a reorganisation and transfers 
interests among its members but the assets do not leave the family. 

There are said to be four basic principles of a good taxation system.  These are that it should be equitable, 
efficient and simple to administer and should encourage economic growth.  In the present case it is clearly 
arguable that it is neither equitable nor does it foster economic growth.  Reorganisations of family businesses 
need to occur from time to time for a number of reasons.  Obviously these include making an enterprise more 
efficient and productive, to change the focus of its activities, or to suit the varying degrees of involvement or 
interest of the individual family members.  When such reorganisations take place family business assets may be 
transferred from one family member to another.  Outwardly, there may not be any discernible change in how a 
business runs its operations.  However, there will have been some formal change within the family business 
which, as a matter of law and for the purposes of the imposition of stamp duty, is treated as a transfer of an asset.  
In reality, it is not as if the business is no longer in the family or has been bought by an outsider.  In cases in 
which intra family transfer occurs, one of two things tends to happen.  First, if a family member acquires an asset 
but has no interest in the business it is highly probable he will sell the asset to an outsider.  Stamp duty will be 
payable to the State and hence revenue will be generated.  In those circumstances there is no realistic net loss in 
revenue.  Alternatively, the family member will become active in the newly acquired business and will make 
changes and efficiencies thereby generating growth and productivity, which have both indirect and direct 
benefits to the local economy.  Unfortunately, the suggested reform was not one of those adopted by the 
Government in its recent business tax reforms.  I am extremely conscious of the heavy demands on the public 
purse.  As a Government we have committed to improving the State’s health system, schools and Police Service.  
These improvements come at a cost.   

I am also fully aware of the disparity between the tax collected from Western Australian individuals and 
enterprises by the Commonwealth and the amount returned to the State.  At present, the Commonwealth collects 
$19 billion from Western Australia of which only $16 billion is returned.  Nevertheless, as a matter of principle 
it seems inequitable to give one form of family business an exemption while imposing duty on others.  In this 
context I refer to part IIIBAA of the Stamp Act 1921, which provides for an exemption or partial refund of stamp 
duty in relation to certain transfers of farming property between family members.  The extension of the so-called 
family farm exemption scheme to all family businesses was the subject of a submission to the recent review of 
state business taxes.  It was rejected solely on the basis that such an extension could not be contemplated within 
the current budgetary context.  That response does not address the inequity of permitting special concessions to 
family operations in relation to one type of business and not others.  If revenue shortfall is the issue then focus 
should surely be on addressing the current inequities of the arrangements with the Commonwealth.  It would 
make it easier for family members to exit from a business if they could pass on the interest to another family 
member without the impost.  Moreover, the Government expends considerable moneys and effort attracting 
business and investment to Western Australia.  It is a particularly challenging task given the mobility of capital 
these days.  Family businesses have more reason than most to remain in Western Australia because of the strong 
links and commitment to the local community.  There is a certain irony that we seek to lure business from 
elsewhere and compete with other States but we do not adequately look after our own.  In this context I note that 
Queensland and Tasmania provide relief for family businesses.  Section 53 of the Tasmanian Debit Duties Act 
2001 and part 10 of the Queensland Duties Act 2001 provide concessions from duty in relation to transactions 
connected to family businesses.  I note that in recent times the Commonwealth has made concessions in its 
capital gains tax regime to accommodate transfers of property in the context of family businesses. 
Family businesses in Western Australia have played a significant role in our economic growth.  Many have 
grown over the years to become large businesses employing thousands of Western Australians.  The success of 
these businesses also has indirect benefits to the State through the active participation of these companies in the 
community and the generous and active support of a range of philanthropic and charitable causes.  The incentive 
to be good corporate citizens is clearly greater for those companies that have strong roots in the State. 
The retention of the tax fails to meet two of the key criteria of a good tax.  Further, it discourages innovation and 
efficiency in such businesses.  It rewards maintaining the status quo and punishes change through economic 
disincentive even if that change will ensure that the business is better placed by that restructure to grow and 
prosper in the future.   
Finally, I note the Treasurer’s commitment to overhauling outmoded and inefficient taxes.  In his budget speech 
last month he noted that the business tax review package will overhaul the current complex and updated tax 
system by abolishing six nuisance taxes, eliminating anomalies and reducing compliance costs on business.  He 
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further stated that Western Australians will benefit from an administratively simpler modern tax system with a 
broader review base.  In the spirit of such reforming zeal I ask the Treasurer to address the anomaly that I have 
canvassed today and revisit the issue when the revenue base allows. 
MR E.S. RIPPER (Belmont - Treasurer) [10.06 am]:  I thank the member for Girrawheen for her grievance.  
Amendments to the Stamp Act in November 1994 provided an exemption for the transfer of farming property 
between family members including spouses, nephews, nieces, aunts and uncles subject to various conditions.  
However, a similar exemption - as the member has pointed out - does not apply to other small businesses.  The 
stamp duty treatment of transfers of a family business between family members is dependent on the ownership 
structure of the business.  If a family business is held in a trust, partnership or sole trader structure, stamp duty 
will apply on the transfer of the family business at conveyance rates.  If a family business is an incorporated 
company and is not land rich, which is the likely scenario for a small business, stamp duty on the transfer of the 
family business will occur at the much lower stamp duty rate applied to marketable securities.  The intended 
abolition of stamp duty on marketable securities as part of the review of state business taxes and the reform 
package will ensure that no stamp duty is payable on the transfer.  It is also worth noting that under section 
75AE of the Stamp Act 1921, the transfer of a family business that is valued for stamp duty purposes up to 
$100 000 is eligible for a concessional stamp duty rate of 1.5 per cent, which phases out on property valued 
between $100 000 and $135 000.  When the exemption for transfers of farming property between family 
members was introduced arguments cited for limiting the exemption to transfers of farming property included 
that.  The application of stamp duty to farming operations between family members leads to the postponement of 
the transfer of a farm to a family member until the owner’s death, at which time only nominal duty will apply.  
That could reduce the incentive for family members who work the land to optimise the farm’s productivity until 
certainty of ownership is available.  The uncertainty could also result in dependants abandoning the farm and 
migrating from rural areas.  The asset bases of farming operations are generally much greater in terms of yield or 
income to the business when compared with more general small businesses.  As such the stamp duty on the 
transfer of farming operations tends to represent a much greater impost on operating revenue than for most other 
businesses.  At times when the agricultural sector is experiencing economic difficulties and family farming 
operations can no longer support partnerships involving multiple relatives the exemption allows some families to 
leave a farm without penalty.  The retention of the stamp duty exemption for transfer of farming property 
between family members is consistent with the Government’s regional development objectives.  Although it is 
acknowledged that some inequities do exist in not extending the same stamp duty treatment to transfers of 
property between members of a family business, the primary reason for not doing so as part of the review of state 
business tax is cost, not only in terms of specifically exempting transfers of family businesses in isolation, but 
also in terms of the potentially costly precedent it will set in further extending the exemption.  In addition, 
extending a stamp duty exemption to transfers of a family business would involve significant administration 
costs, particularly in ensuring that the exemption was targeted to bona fide transfers of family businesses 
between family members.   
One avenue for addressing revenue shortfalls is, as the member for Girrawheen has noted, to address the current 
inequities of the arrangements with the Commonwealth.  The Government has sought, and will continue to seek, 
a more equitable share of funding from the Commonwealth through representations to the Commonwealth 
Grants Commission, discussions with commonwealth agencies and building support for review and reform of 
commonwealth-state financial relations.  Nevertheless, the Government must sometimes make difficult decisions 
in the context of the existing arrangements.   
We have conducted a very significant review of state business taxes.  Forty-six measures are proposed as part of 
that review.  Six nuisance taxes will be abolished if the package goes through the Parliament.  The land tax 
scales will be simplified substantially, resulting in 80 000 landowners paying less land tax.  Payroll tax will be 
simplified substantially, reducing compliance costs for business and reducing administration costs in the Office 
of State Revenue.  Having undertaken that review of business taxes, the prospects for immediate reform in 
additional areas are not huge.  Nevertheless, the member for Girrawheen has drawn attention to an anomaly 
between the treatment of farming businesses and other family businesses.  This is a matter that could 
conceivably be examined by the Government in future if it finds itself in a position to make further tax reform.  
The Government may find itself in that position if there is some reform of commonwealth-state financial 
relations under which this State is not punished through the Commonwealth Grants Commission process for its 
economic success.  The Government may be in a position to make further tax reform if it finally reaches a 
position in which the State is better off financially under the goods and services tax package than it would have 
been under the pre-existing taxation arrangements.  We have not yet reached that position, so it is not the 
appropriate time for further tax reform beyond the business tax review package that is before the Parliament at 
the moment.   

However, the intergovernmental agreement on the GST does require us to re-examine stamp duty in 2005.  The 
matter that the member has raised could be included in that re-examination of stamp duty matters required under 
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the intergovernmental agreement on the GST.  I am saying to the member that it cannot be done at the moment.  
However, prospects can be seen in the medium term for further review of taxation, and the matter that the 
member raised could and should be considered when those reviews are undertaken in the medium-term future. 

The ACTING SPEAKER (Mr A.P. O’Gorman):  Grievances noted. 
 


