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PAY-ROLL TAX ASSESSMENT AMENDMENT BILL 2010 

Second Reading 

Resumed from 21 April. 

HON KEN TRAVERS (North Metropolitan) [8.33 pm]: This bill, along with a number of other pieces of 
legislation that we have dealt with in this place in recent weeks and I suspect will continue to deal with for some 
time, had its origins in a decision that was made by the Treasurers of the states and the territories—I think at a 
Council of Australian Governments’ meeting—to look at how to achieve greater consistency in the 
administration of payroll tax across the country. Because of the way the world has changed over the past few 
years, with modern communications and the like, businesses in our community now expect the states and 
territories to harmonise their rules and processes, wherever possible, so that a national company will not need to 
deal with six or seven different sets of payroll tax legislation. That does not mean that the payroll tax rates for 
each state cannot be different. But, fundamentally, there should be some degree of uniformity across all the 
payroll tax regimes in Australia. That decision in 2006 is to be commended. An agreement to introduce uniform 
payroll tax legislation was reached in March 2007 between the state and territory Treasurers. A bill to implement 
that legislation in this state was introduced into the previous Parliament in 2008. Unfortunately, that legislation 
was not completed prior to the election. As a result, the current government has now brought in this legislation.  

It is worth noting, if people think about the timing of this legislation, that it highlights that these matters have 
been pretty much accepted with bipartisan support across the political spectrum. In 2006, both the state 
government and the federal government were of a different political persuasion than they are today. However, 
even though both governments have changed since that decision was made, the matters that are dealt with in this 
bill have continued to be progressed. I often wonder, when we deal with bills of this nature, whether there is a 
need for a debate about a new federalism. The world has changed substantially since the Constitution was 
written, so there probably is a need to clearly define what the roles of the state and commonwealth governments 
should be. I have digressed a bit. The harmonisation that I have referred to is covered in both the second reading 
speech and the explanatory memorandum, and I do not know that I can do it any greater justice than is found in 
both those documents.  

This bill deals also with a decision that was made in the 2009–10 budget to exempt from payroll tax the wages of 
staff who take leave to work as specified emergency services volunteers. It is only fair that employers who pay 
their staff while they are on leave to work for the good of the community are granted an exemption from payroll 
tax. I am more than happy to give credit where it is due, and on this occasion I note that decision and 
congratulate the government for it. The expectation is that the revenue forgone by that provision will be 
negligible. But the reality is that an employer who gives an employee leave for weeks or months to assist in 
fighting a bushfire, for example, should be exempt from paying payroll tax on that employee’s salary. The bill 
also provides an exemption from payroll tax for employees who are on maternity leave, adoption leave or 
parental leave. Again, that is to be commended. I do not have the exact clause with me at the moment, but I may 
come back to that issue in a moment.  

The opposition is more than happy to support these measures. We probably will not go into Committee of the 
Whole on this bill. I do not believe there are any government amendments on this bill. 

This bill deals also with the nexus arrangements for payroll tax when services are provided in more than one 
jurisdiction. That is again a sign of the way in which the modern economy of Australia is operating, with people 
working across a range of jurisdictions on a daily basis.  

It never ceases to amaze me how many people fly in and fly out from one part of Australia to another for work. 
When payroll tax legislation was first introduced in every state, the idea of someone working in another state, 
other than for short stints, was not contemplated. We now see people spending two days working in Perth, flying 
to the east coast to work there for three days, then returning to Perth on the weekend. It is amazing how many 
people do that; it is not just isolated exceptions. I have a mate who was at one point a fly in, fly out worker in the 
North Sea but based in Perth, and I might add that he was not an orphan. It is extraordinary when one thinks 
about what that entails; that is, there are people basically flying around the globe for work. In my mate’s case, it 
was pretty much one month on, one month off, with two days on each end to travel back and forth. He also 
worked for a while in Oman as a fly in, fly out worker before he went to the North Sea. That is now common 
within Western Australia and nationally, and it obviously creates real difficulties in establishing the jurisdiction 
to which payroll tax is payable by the company. This legislation will set up a new hierarchy to assist in 
determining the jurisdiction that should receive payroll tax. It sets up a process and framework that is adequately 
explained in the explanatory memorandum; I do not need to go through it. The framework will be adopted 
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around the nation to allow all states to determine the jurisdiction to which payroll tax for an individual employee 
is payable. 

The first item I raised was about the harmonisation provisions. The world has changed and is continually 
changing, and the way in which business is done in Australia is now very different from how it was even 
10 years ago, let alone 110 years ago when the Australian Constitution and the original framework for the states 
and commonwealth was adopted. That is why we have seen a dramatic push by governments of both persuasions 
to try to put together a framework to create uniformity across the country wherever possible. People work as fly 
in, fly out workers because the businesses they work for are national businesses; no longer is the head office in 
one particular location. Hopefully, over time, we will see Western Australia becoming the base for more and 
more head offices. At one level, we lose the situation of having branch offices in Western Australia and the head 
office on the east coast. I think this also provides the opportunity for certain businesses to base their national 
offices in Western Australia. The trick will be to try to identify such industries and encourage them to relocate to 
Western Australia to provide that national approach because those barriers of distance have been reduced. 
Legislation such as this will assist Western Australia to grab such opportunities. It will be an opportunity to get 
out there to encourage businesses to come to Western Australia. I hope that the businesses that do relocate to 
Western Australia will not set up only in the central business district of Perth, but will look at areas such as one 
particularly dear to my heart, the regional centre of Joondalup. There are many other areas within the Perth 
metropolitan area from which such businesses could run national operations. A question was asked earlier today 
about the sustainability index. I think it is critical to the functionality of the Perth metropolitan area to locate 
businesses outside the CBD. 

That is a very brief précis of this legislation. I understand that there is a need to get the legislation passed by 30 
June because of the complications that would otherwise arise both in a departmental administrative sense and for 
the potential impact on taxpayers’ rebates. The opposition is certainly keen to have the legislation passed before 
30 June so those provisions can be put in place. 

We have previously dealt with bills that moved the payroll tax changes back to 2013; under this legislation also, 
some of the previously announced provisions for grouping that would have come in on 1 July 2010 will now be 
put back to 1 July 2012. Those decisions were made as part of the midyear review, but the government has now 
come into a sea of money compared with where it was at the time of the midyear review. That is another impost. 
When we last dealt with payroll tax provisions, I made the comment that the first action of the Treasurer was to 
slug small businesses. The second action was to increase significantly fees and charges for Western Australian 
families at a time when it is clear that the state’s revenue streams are returning to boom conditions. It is a shame 
that that was not taken into consideration as part of this legislation. Some of that money now needs to be spent 
on some of the key infrastructure that is desperately required in Western Australia. I hope that the government 
will take more of a strategic approach to the way it allocates funding, because there are a number of projects that 
do not currently receive funding but would be to the benefit of the economy and to the good of the community of 
Western Australia in the long term; and on the other hand, the government is wasting money on other projects 
that do not provide those benefits. 

With those comments, I indicate that the Labor Party will support the passage of this bill. I have not been able to 
find the clause that I wanted to talk about during this stage of debate, so I may take it up during the committee 
stage. If I cannot find it, I will let the Leader of the House know, and we will be happy to go to the third reading. 

Hon Norman Moore: What was the subject again? 

Hon KEN TRAVERS: I will find it and talk to the Leader of the House; I may even go across the chamber and 
the Leader of the House will be able to give me a reply without having to go into debate. It is certainly not the 
opposition’s intention to frustrate or delay the passage of this legislation, and if we went into committee it would 
be to talk only about that one clause.  

HON GIZ WATSON (North Metropolitan) [8.49 pm]: I wish to make a few comments about the Pay-Roll 
Tax Assessment Amendment Bill 2010. We support the bill but do have some comments about payroll tax in the 
Western Australian context. Payroll tax is a general purpose tax assessed on the wages paid by employers. The 
current rate is 5.5 per cent of wages paid by business with an annual payroll of $750 000 or more. The genesis of 
this bill is the result of a decision made in March 2006 when the state and territory Treasurers endorsed a major 
project to examine the feasibility of achieving greater levels of consistency in a number of areas of payroll 
administration, including the timing and lodgement of returns, motor vehicle and accommodation allowance 
exemption, treatment of fringe benefits, employee share acquisition schemes, superannuation contributions and 
services performed outside the jurisdiction, as well as grouping. Western Australia conducted wide public 
consultation in 2006 that found inconsistencies in payroll administration and resulted in the “State Tax Review 
Interim Report”. I will talk about that interim report in a minute. The final recommendations from that same 
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review were made in March 2007 with a bill introduced, as has been stated, during 2008 that lapsed when the 
election was called. We are essentially dealing with the same piece of legislation now.  

I note the comments of Hon Ken Travers that there is general agreement across the major parties that these 
amendments are acceptable. We certainly agree with the proposition that harmonisation nationally is a good idea, 
although it is probably worth noting at this point that this bill was introduced to this place and referred, as it 
rightly should have been, to the Standing Committee on Uniform Legislation and Statutes Review on 25 May 
2010 pursuant to standing order 230A. I note the very slim report that the committee tabled in response to that 
review. We just had a debate on the Credit (Commonwealth Powers) Bill 2010, which made the same point that 
this report makes; that is, that the committee was unable to report on the bill due to a lack of resources. It made 
recommendations for additional advisory capacity and recommended that the government increase the reporting 
time for standing order 230A bills from 30 days to 60 days. I did not contribute to the debate on the previous bill 
but I want to put on the record that I thoroughly concur with that recommendation and share the concerns of the 
Chair of the committee, Hon Adele Farina, that this has become a significant issue for the Legislative Council.  

Perhaps we will not necessarily continue to have the same volume of bills that attract the requirement for a 
referral to the Standing Committee on Uniform Legislation and Statutes Review, but as it stands at the moment it 
is impossible for that committee to deal with all the bills that come into this place with the current level of 
resourcing. Because of the nature of the referral and the standing orders on the operation of that committee, we 
have this 30-day requirement to report. It is a significant problem. I can only reiterate the comments that I 
understand were made by Hon Adele Farina—I was not in the chamber when she made them—that this is a 
significant issue for the Parliament of Western Australia. We have a committee established to do a certain 
amount of work, including looking at this particular bill. Arguably, it is not the most complex of the bills on its 
agenda; nevertheless, it is not correct that a standing committee of Parliament is forced to come back to 
Parliament with a recommendation that says it could not do the work because it does not have the staffing or the 
resourcing to do the job that the Parliament has instructed it to do. I add my voice to the call for adequate 
resourcing. Quite frankly, I think it is scandalous, especially when we compare it with the resourcing that is 
afforded to the Legislative Assembly. I am sure that we will have more to say about that. We in this house are 
charged with a duty to adequately review legislation. The committee, quite rightly, makes the point that the 
impact of uniform legislation can be quite significant.  

Paragraph 2.4 of report 51 of the Standing Committee on Uniform Legislation and Statutes Review states — 

Uniform schemes and resulting legislation by their very nature have the capacity to erode or undermine 
the sovereignty of the Western Australian State Parliament. As elected representatives of the people of 
Western Australia to the State Parliament we have an obligation to protect the sovereignty of the 
Western Australian State Parliament. Legislation that impinges on the State’s sovereignty should be 
passed by the Parliament only when, on balance, it is in the best interests of Western Australians to do 
so. The work of the Committee informs the Legislative Council to this end and has enabled the 
Legislative Council to consider 230A Bills more expeditiously than would otherwise be the case due to 
the work completed by Committees.  

It is a serious concern that work that is recognised in all Parliaments that needs to be done on uniform legislation 
cannot be done by this Parliament because we are not provided with the budget to do so. That is the bottom line.  

I return to the background to this bill. It is interesting to look at the interim report that was provided on the 
changes to payroll tax in Western Australia. The interim report made some interesting comments. Page 132 of 
the “State Tax Review Interim Report” states — 

• Nonetheless, because of its direct incidence on wages, payroll tax will continue to carry the stigma 
that it is a ‘tax on employment’ (a view that was shared by some members of the Reference 
Group). Perhaps more significantly, to the extent that perceptions influence actions (including 
businesses perceptions that the cost of payroll tax is hard to pass on), the impact may be greater 
than economic theory suggests.  

There is a reference to a number of submissions to this process from a number of organisations. The report 
states — 

A number of submissions recommended that payroll tax be abolished or reduced on the basis that it has 
significant negative impacts on business competitiveness (including export competitiveness) and 
employment. 

• CCI … argued that Western Australia is the second highest payroll taxing State on a per capita 
basis. 
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Not surprisingly, it proposed that payroll tax be reduced to 4.75 per cent to match the rate in Queensland. It 
continues — 

• The PGA … argued that the tax is anti-competitive … 

• CPA Australia … suggested that payroll tax could be abolished in favour of a more broadly-
based tax (such as an expansion of the GST base), or by allowing the States access to income 
tax or a turnover tax.  

• The WAFIC … argued that the tax is ‘onerous’ and recommended that payroll tax be phased 
out … 

Further down the page it states — 

On the other hand, WACOSS — 

The Western Australian Council of Social Service —  

opposes any reduction in payroll tax, citing that Western Australia’s payroll tax scale is competitive 
with other States and low taxing by international standards. WACOSS … also noted that research 
shows that payroll tax is unlikely to have a significant effect on employment.  

I think it is worth referring to its submission specifically. If we have a position on payroll tax, we are 
sympathetic with the view that is expressed in the WACOSS submission. The WACOSS submission to the state 
tax review is dated 2007. Under the title of “Payroll taxation issues” on page 12, it is stated — 

It is noted that a range of views with respect to the efficiency of payroll taxes exist in the economic 
literature. It is argued by some economists that payroll tax is a tax on jobs, and increases the cost of 
labour relative to capital. As such it is argued that payroll tax is a tax that should be reduced, and 
ultimately abolished. It is argued by other economists, as recounted in Scott (2007), that “payroll tax is 
an efficient way for governments to raise income, because the impost generally gets passed through in 
the form of lower wages and higher prices.” The appropriateness of payroll tax as a tax therefore 
appears to be an open question. 

Within the context of maintaining the State tax base, — 

This is the key point that I would make on behalf of the Greens (WA) — 

payroll tax is an important source of revenue. 

In fact, it is one of the few bases of revenue that is accrued 100 per cent by the state. There is a concern that any 
changes we make to payroll tax will not impinge on the limited revenue base that the state has under its direct 
control. The WACOSS submission also states — 

Revised 2006–07 payroll tax income is now estimated to be $1,635m which has been revised upwards 
from $1,428m when the budget was first cast. 

There is a table below, which is hard to quote from. It shows that the payroll tax burden on Western Australian 
firms is not large relative to other states. The submission continues — 

By considering the second and third columns of the table it can be seen that regardless of whether the 
firm payroll is one million dollars, or ten million dollars, payroll tax costs in Western Australia are 
below the average for the States. Payroll tax reductions are therefore seen as not appropriate at this 
point in time. It is further thought that payroll tax reductions at this time may spark an unhelpful tax cut 
spiral with other States. 

It is noted that standardisation of payroll tax regimes across the States is something that national 
employers would like to see progress on, and has been commented upon recently by Australian 
Chamber of Commerce and Industry Director of Economic and Policy, Michael Potter. In such an 
environment reductions in payroll tax may not be appropriate, and may pre-empt or even constrain the 
Government in any discussions with respect to achieving greater harmony across the various State and 
Territory payroll tax regimes. 

As noted earlier there is a less than clear relationship between capacity to pay and payroll tax. There are 
however capacity to pay issues with respect to payroll tax. Charitable organisations have a very limited 
capacity to pay, and so there exists, for such organisations, the need for exemptions from liability for 
payroll tax. WACOSS supports the maintenance of the current system of exemptions from payroll tax 
for charitable organisations. Further, WACOSS is of the view that consideration be given to reviewing 
the eligibility of other non-profit organisations offering charitable member services, with a view to 
extending exemptions. 
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WACOSS is cognisant that nominal wages rise overtime and that without indexation an increasing 
number of firms will become liable for payroll tax that otherwise would not be liable for payroll tax. 
However, the payroll tax threshold in Western Australia is still significantly higher than in several other 
states.  

The WACOSS submission concludes by saying — 

While reiterating the view that changes to the payroll tax regime are not favoured by WACOSS, the 
change least unpalatable would be one that saw an indexation adjustment to the payroll threshold. 

The final report that came out of this review—the “May 2007 State Tax Review Final Report” from the 
Department of Treasury and Finance—states — 

The priority ranking for taxation relief (from highest to lowest) is reducing conveyance duty (including 
by increasing the first home buyer exemption and the thresholds of the general scale), investing in 
reform of the land tax scale, reducing insurance duty by adopting a GST-exclusive base, reducing motor 
vehicle duty for light vehicles (and introducing an exemption for caravans) and reducing the payroll tax 
rate. 

The final recommendation was that there be a reduction in payroll tax. Because this bill has come on at relatively 
short notice, I have not had the opportunity to consult with WACOSS about whether it is happy with the bill. I 
note that there are concerns if that revenue base is eroded by — 

Hon Norman Moore: That has nothing to do with this bill at all. 

Hon GIZ WATSON: I understand that but I am choosing this opportunity to raise the issue of any potential 
reduction in that rate. I realise that this is about harmonisation and other issues, but I wanted to make a general 
comment about payroll tax. There is a risk associated with any loss of quantum to the state revenue. WACOSS 
argues that it is a disincentive to business and therefore the rate should be kept low. It argues that the current rate 
is about right and that we should keep it there. With those comments, we are happy to support the bill. 

HON ADELE FARINA (South West) [9.05 pm]: I rise to speak to the fifty-first report of the Standing 
Committee on Uniform Legislation and Statutes Review in relation to the Pay-roll Tax Assessment Amendment 
Bill 2010. I note that the issues contained in this report, from the committee’s point of view, were canvassed in 
the consumer credit reports that have just been considered by the house. On behalf of the committee, I state yet 
again that the committee regrets that it was not able to perform its obligations and duties to the house in 
reviewing and reporting on the bill. The decision of the committee to report in the manner that it did was not a 
decision that the committee took lightly. The committee was left with no option other than to report in the 
manner that it has. We do not intend that to be a practice and we hope to get additional resources to ensure that 
that is not repeated. I also would like to put on the record the committee’s acknowledgement and appreciation of 
the comments that the Leader of the House made on this issue. He indicated that he is willing to assist the 
Legislative Council and the committee to secure the resources that the committee needs to perform its duties for 
the people of Western Australia. 

HON NORMAN MOORE (Mining and Pastoral — Leader of the House) [9.07 pm] — in reply: I thank 
members for their support for the Pay-roll Tax Assessment Amendment Bill 2010. I will respond on the 
committee’s inability to provide a report on this bill by simply saying that I have taken on board the comments 
of the committee members and will seek to do whatever I can to resolve that problem. I found it interesting that 
Hon Giz Watson said that this was a scandalous situation. I wonder how she would have described the situation 
in the 1980s if this is scandalous, because the resourcing of the committee system in its infancy was virtually nil. 

Hon Giz Watson: If I had been here then, I am sure that I would have described as it scandalous! 

Hon NORMAN MOORE: The member would have had to find a much more aggressive word than 
“scandalous” because that would have been totally inappropriate for what was happening then. To be fair, the 
committee system has not done too badly over time. It is a significantly better system than it ever was. Hon 
Adele Farina made the point very well that more and more standing order 230A legislation is coming through the 
system, and the government must recognise that. I would just as soon get rid of the standing order 230A 
legislation, but that is just a personal view. That would save the committee from having to hire another staff 
member. We will see what we can do to fix that. 

Hon Ken Travers: I am sure there is a speech somewhere in Hansard where you thoroughly supported standing 
order 230A! 

Hon NORMAN MOORE: I was here when it was first introduced. That is how long I have been here. If my 
memory serves me correctly, between Christmas and the new year, the government introduced a bill that we had 
not even seen; it had not even been presented to Parliament. We passed a law that was based on a Queensland 
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law, as I remember. The then opposition was quite offended by that. This was before the Standing Committee on 
Uniform Legislation and Statutes Review was set up. We had a standing order that required 180 days to pass 
before the house could deal with the legislation. That has been wound back to 30 days and it has now been 
suggested that we make it 60 days. I would be very comfortable to sit down and talk to members of that 
committee and the Procedure and Privileges Committee about the standing orders that relate to how we do these 
things so that we can work out a way to do our job properly and get the right outcome without taking 180 days to 
do it.  

Hon Giz Watson talked about whether payroll tax was a good thing; that is a matter of opinion. I personally think 
it is a bad thing. The member is quite right; it is one of state’s few sources of revenue. That is one of the reasons 
that it has never been got rid of. As time goes on our sources of revenue are diminishing. Without being 
aggressive at a time like this, I will not talk about the attempts to take back our goods and services tax to run our 
health system or attempts to rid the state of mineral royalties. I will leave that for another time. The bottom line 
is that there has been an attempt by federal governments of both persuasions for a long time to plunder our 
revenues. That will be an ongoing state of affairs in this country. Regrettably, the only revenue that federal 
governments do not want is payroll tax, because they think it is a bad-news tax. We might as well keep it so that 
we have some money. Hopefully, we can fix up the Legislative Council’s committee system at the same time. I 
will not go into the argument about whether or not it is a good thing. That is not what the bill is about. The bill 
has been introduced for three fundamental reasons. The first is the harmonisation issues, which are a result of the 
Council of Australian Governments process. It is all about getting some harmonisation between the states in 
terms of the way in which they levy payroll tax. I make the point—Hon Ken Travers raised this point—that we 
have deferred the grouping provision, which is one of the harmonisation aspects in the bill. That was done for 
one simple reason—we cannot afford $61 million a year at this point in time. Hon Ken Travers says that we are 
now awash with money. I have not noticed that, because every time I go to Treasury asking for money it says 
that it is not awash with money. That was a decision made at a time when the deficit was a potentiality in terms 
of this year’s budget. Fortunately, things have improved so that has not happened.  

There are a couple of payroll tax exemptions contained in the budget that were referred to by Hon Ken Travers. I 
thank him for his complimentary comments about those two decisions which, I think, are very good indeed. The 
other part of the bill relates to the new nexus arrangements; in other words, how to deal with the relationship 
between the different states and where people pay their payroll tax. I will not try to explain how it works, 
because there is a wonderful diagram on page 13 of the explanatory memorandum. I direct members’ attention to 
that table if they are vaguely interested, because it takes them through all the steps that have to be gone through. 
At the bottom it reads “yes” or “no”. If it says “yes” the person has to pay the tax. I was going to table it, but it 
has already been tabled. I will not try to translate that diagram into words because it is there for everybody to 
see.  

Hon Ken Travers: I have seen less complicated drawings for electrical equipment!  

Hon NORMAN MOORE: When I first saw it I thought it was for the Knowledge Nation. It has a similar 
diagram. It works very well and explains the situation well. Working out how payroll tax is to be paid when 
people move from state to state is a sensible improvement. As Hon Ken Travers quite rightly pointed out, more 
and more people work in different jurisdictions and move backwards and forwards quite frequently. That has 
been a significant change over time. More and more people are flying in from eastern states to work in the 
resources sector in Western Australia. This is a nexus arrangement that should make it easy for the jurisdictions 
to work out who pays tax where and how much.  

Hon Ken Travers: You want to get to the square that says “not taxable in WA”.  

Hon NORMAN MOORE: If a person gets to that, he is lucky. If he gets to the “yes” bit, he has to pay up. I 
thank members for their support.  

Question put and passed.  

Bill read a second time.  

Leave granted to proceed forthwith to third reading. 

Third Reading 

Bill read a third time, on motion by Hon Norman Moore (Leader of the House), and passed.  
 


