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FIRST HOME OWNER GRANT AMENDMENT BILL 2001 
Declaration as Urgent 

MR KOBELKE (Nollamara - Leader of the House) [3.42 pm]:  In accordance with Standing Order No 1682, I 
move -  

That this Bill be considered an urgent Bill.   

The Bill was last dealt with when second read on 13 June - some 13 days ago.  The period falls just short of the 
required time.  There is some urgency because the grant available under the commonwealth scheme is already in 
operation.  Therefore, we should pass the legislation through the Parliament as soon as possible.  Notice was 
given to the Opposition just over a week ago that the Government wished to deal with the Bill this week.  We 
understand the Opposition is happy to cooperate, and the Government wishes to deal with the Bill now. 

MR BARNETT (Cottesloe - Leader of the Opposition) [3.43 pm]:  The Opposition agrees to the motion.  The 
Bill is the result of inspired policy by the Liberal Prime Minister, so we are happy to support the package. 
Question put and passed. 

Second Reading 
Resumed from 13 June. 

MR BARNETT (Cottesloe - Leader of the Opposition) [3.44 pm]:  As most members will be aware, the First 
Home Owner Grant Amendment Bill, as its name suggests, relates to the decision by the federal Government and 
the Prime Minister’s announcement that the first home owner grant will be increased from $7 000 to $14 000 for 
an interim period.  The first home owner scheme in its current form was introduced as part of a tax reform 
package and was designed to compensate first home owners for the increase in material and labour costs 
associated with the introduction of the goods and services tax.  The $7 000 compensation was generally seen to 
be quite reasonable, although there was some discussion that $7 000 as a flat amount is relatively more attractive 
for lower priced homes in, say, Perth as opposed to Sydney.  Some disquiet was expressed that the relative 
benefits were greater in some of the lower-cost building States, of which Western Australia is one.  Nevertheless, 
the scheme was put in place and has been generally well received by first home purchasers and the building 
industry.   

We are fortunate in this State in that we have a home-building industry which is heavily based upon contractors 
and subcontractors and which is generally regarded as the most efficient home-building industry in Australia.  
That is important, not for some philosophical reason but because home buyers in Western Australia in particular 
get a very high-value house for the amount of money spent, because of the cost of construction materials, the 
construction quality, design quality and residence size.  A case could be well made that the quality and value for 
money of houses in Western Australia is probably not surpassed anywhere. 

This State has a relatively young and growing population.  Obviously the initial $7 000 was fair compensation 
for GST cost increases.  The decision of the Prime Minister to increase it to $14 000 from the date of the 
announcement in March to the end of this calendar year has been well received.  It will certainly provide a boost 
to the home-building industry, which has been going through something of a post-GST slump.  That is because 
there was a lot of activity in the home-building industry prior to the introduction of the GST when people sought 
to beat the price rises on materials.  That tended to bring forward a lot of construction activity, and it left the 
industry with a fairly lean period post-GST.  In that sense the scheme is important.  

The criteria for this scheme are the same as those for the current first home owner scheme for the $7 000 grant.  
As the minister outlined in his speech, there are essentially five criteria: the applicant must be a natural person; 
the applicant must be an Australian citizen; the applicant must not have previously received a grant; the 
application must relate to residential property; and the property itself must be occupied by the person receiving 
the grant.  Those are all fairly sensible criteria.  Additional criteria relate to the extra $7 000 component.  They 
essentially relate to the fact that it will apply to either entering into a contract or commencing the construction of 
a home between 9 March and 31 December 2001. 

Although the scheme is federally funded, it will be administered by the State Revenue Department.  This 
legislation essentially enables the State Revenue Department to administer the extra $7 000, on top of the current 
first home owner scheme grant of $7 000.  

Although the Opposition supports the scheme, I did have some concern on the basis of changes that occur from 
time to time in the mix of taxes and subsidies, whether in the form of first home owner grants or such things as 
investment or depreciation allowances.  The summation of Australia’s economic history over the past 30 years 
when such schemes have been changed is that at the end of the day they tend to have more of an effect on the 
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timing of investment or consumption decisions rather than on the total amount spent.  There will be some boost 
overall to the amount of housing construction.  People who are perhaps pondering about purchasing a house will 
be encouraged to make the decision, and certainly they will be encouraged to do so in this financial year. 

It is always a concern when schemes such as this end.  In this case, what will happen when the $14 000 grant 
drops back to $7 000, and there may be another lean period for the industry?  The industry is generally very 
buoyant.  Its success depends on maintaining a relatively high and, if possible, stable level of residential 
construction.  The industry is a very large employer in this State.  In that sense, it is important.  It provides a very 
high quality and relatively low-priced product to home owners. 

It is particularly important for Western Australia to have a high rate of home ownership.  From memory, there is 
probably 70 to 80 per cent home ownership in this State.  That is a source of stability within communities, a 
source of pride in people’s own residential property and a source of pride in neighbourhoods, in street verges and 
the like.  The previous Government had a strong policy of encouraging home ownership.  I imagine the current 
Government has a similar policy.  For example, the previous Government introduced the right-to-buy scheme for 
Homeswest rental accommodation.  At the end of the day, that was probably the largest of any of the 
privatisation schemes introduced by the previous Government.  It was based on the United Kingdom’s right-to-
buy scheme, whereby a lot of council flats, particularly in the London area, were taken from council ownership 
into private ownership.  The transformation of many inner-city boroughs of London was quite dramatic as 
people, having gained home ownership on attractive low-cost, low-interest terms, set about restoring, 
refurbishing and better maintaining those properties.  It also relieved much of the burden on public housing 
authorities, in the sense that on older properties they could recover funds, which could then be used to extend the 
amount of rental accommodation available. 

I am a great proponent of the right-to-buy scheme.  It is a good way to provide people on low incomes with the 
opportunity to join most Australians in home ownership.  It is a very plausible scheme.  I know that some 
members on the other side of this House have had a philosophical objection to that from time to time.  I hope that 
we do not see the emergence of that in this Government.  All people in the community should be given every 
opportunity and every encouragement to own their own home.  The right-to-buy scheme for Homeswest rental 
accommodation has been successful.  From memory, about 4 000 or 5 000 houses have gone into private 
ownership in that way.  This scheme will do much the same. 

One issue of concern is that although this scheme is designed to stimulate the home-building industry, it comes 
at a particularly difficult time with the collapse of HIH Insurance.  Indeed, the Government’s response has been 
to increase a tax levy on workers compensation to try to cover that cost.  As members are aware, when a person 
wants to build a house in Western Australia, housing indemnity insurance must be held to obtain local 
government building approval.  HIH was a significant supplier of housing indemnity insurance to the building 
industry.  With the collapse of HIH, local government finds itself in the position of not being able to grant 
building approvals.  The consequence of that is a backlog of some 19 000 applications for housing indemnity 
insurance in Western Australia.  Therefore, there is a backlog of some 19 000 building applications in this State.  
That represents something like $100 million worth of housing construction activity. 

The Government must address this issue.  I do not pretend it is easy.  However, this growing backlog of building 
approvals must be addressed.  That could be tackled in a variety of ways.  I hope that the minister is addressing 
the issue, because 19 000 is a large number of building applications, and $100 million worth of housing 
construction work is a large amount.  What is already happening is that not only residential but also commercial 
building projects are simply stalling.  There will be a sharp decline in building activity in this State, even with 
the increase in the first home owner grant.  It will count for little if people cannot get their building projects 
approved because they do not have indemnity insurance.  Applications will not be processed, and the backlog 
will continue to rise. 

This benefit provided by the federal Government is generous and well appreciated.  However, it may not have 
the effect it should have if something is not done quickly to address the backlog in building applications as a 
result of the inability of builders to obtain indemnity insurance.  The backlog is growing, not decreasing.  The 
rate of approval and processing of applications is too slow.  I will be interested if the minister is able to comment 
on how that will be addressed.  However, this Bill has the support of the Opposition.  The Opposition has 
confidence in the State Revenue Department to administer the scheme according to the criteria in a fair and 
impartial way.  Therefore, the Opposition supports the legislation. 

MS GUISE (Wanneroo) [3.54 pm]:  I represent an area of huge growth, and I acknowledge the importance of 
the building industry within the electorate of Wanneroo; therefore, I desire to speak in support of this 
amendment Bill.  It is clear that the goods and services tax had an impact on both the constituents and the 
builders within my electorate.  It was a welcome initiative when the $7 000 grant for new home owners was 
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made available - it is very valuable support.  However, the impact of the GST was underestimated.  It had the 
potential to bring the building industry to its knees.  It is as a result of pressure by the lobbyists concerned that 
the federal Government recognised the need to bring in the additional $7 000 grant.  In March, the federal 
Government announced that the extra allowance would be made available.  The additional criteria to access this 
money were not clearly specified at that time.  It is a credit to this State that it moved so quickly to ensure that 
the confusion that existed in the community was allayed and that there were not any undue delays in processing 
those applications. 

I understand that the scheme is only a temporary one.  It will operate from 9 March to 31 December 2001.  On 1 
January 2002 it reverts to the original grant of $7 000.  However, despite that, legislation is required to ensure 
that applicants’ objection rights and prosecution action are legitimised, and to ensure compliance.  It is important 
that this legislation be supported.  From a local perspective, I cannot stress enough how important it is.  If any 
members have been to Wanneroo lately, and to anywhere north of Burns Beach Road, they are probably as 
shocked as I am at the rate of new housing construction.  The speed with which the signs went up advertising the 
$14 000 for new home owners was astonishing.  There is a sea of these signs as one travels along Marmion 
Avenue, and in other places.  The scheme is important for not only those young families who want to establish a 
home but also the people who work in our local community.  It is therefore important that the building industry 
be supported in this way.  The industry struggled after the GST was introduced, and a slump ensued.  Without 
some action, the industry would have been in serious trouble. 

The amount of growth in the Wanneroo electorate is astonishing.  The young people in our State and those who 
want to establish themselves deserve this assistance.  I am told that the local government authority of Wanneroo 
still retains the title of the fastest growing local government authority in Australia.  If the figures can be believed, 
within the next 20 years the population is expected to be something like 300 000 people, which is only slightly 
less than the whole of Tasmania.  That gives an indication of how many people are moving into the area and how 
important the grant is for builders, contractors and the industry that goes along with them in the electorate of 
Wanneroo.  On that basis, I urge all members to support the amendment Bill.  

MR BRADSHAW (Murray-Wellington) [3.59 pm]:  I support this Bill.  The first home owners’ grant is 
fantastic, because it encourages people to get into their own homes.  Most people wish to own their own homes, 
and if they get the start that enables them to put down a deposit, it gives them extra encouragement.  While idea 
of boosting the grant to $14 000 is a good one, in the days before the introduction of the goods and services tax, 
there was a rush to get many houses built.  I am concerned that the limited time frame of the present measure 
will cause similar panic building.  I would rather the amount of the grant were left at $14 000 permanently, 
avoiding the surge of building activity, which tends to push up the price of building as a result of the shortage of 
tradespeople.  The peaks and troughs are not good for the building trade, and lead to uncertainty and lack of 
continuity.  This in turn will affect the provision of apprenticeships and the general employment situation.  
Builders also will be put under pressure to meet deadlines, and will then find themselves in trouble.  Court 
actions have already been launched by people who tried to have their houses built before the goods and services 
tax came into force, but found the builder was unable to fulfil those obligations.  Many first home owners, will 
gain benefit from the increased grant.  

The other problem is that some people might miss out on the higher grant by a few days, or will start to have 
their houses built, but be unable to complete them in time.  It is unfair that people who decide to take up the first 
home owners grant may miss out by a few weeks; it would leave a sour taste in their mouths, to think that by 
applying a week or two earlier they may have received $14 000, instead of $7 000.  As much as I support the 
legislation and the thrust of the increase in the grant, it is wrong that it is to be done for a limited time, thus 
creating peaks and troughs.  Grants should always be the same amount, which is fairer to everyone.  The 
downside to this legislation should be looked at harder by the federal Government.  

MR KOBELKE (Nollamara - Leader of the House) [4.03 pm]:  I am not the minister handling this legislation - 
that is the Treasurer’s task - but some of the questions raised by the Leader of the Opposition related to 
indemnity insurance and HIH Insurance, which affect my portfolio area, and it is appropriate that I respond.  I 
am trying to help pick up the pieces after the HIH collapse.  I will make some general comments about the 
member for Murray-Wellington’s concerns about the technical details a short-term measure such as this can 
create.  I do not take issue with the federal Government over that, but the introduction of the goods and services 
tax has caused major problems for the building industry, in terms of cash flow and compliance as well as in 
creating a huge amount of building activity by people attempting to complete homes before 1 July 2000.  In the 
period following that date, the amount of building activity fell away dramatically, causing more problems for the 
industry.  That “fits and starts” approach is a major problem for the residential construction industry, and it is 
clear that the goods and services tax has had a major impact.  When things are very slow, the provision of an 
extra $7 000 targeted at people building new homes is a way of trying to get the industry going again.  I fully 
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support that, but does this measure simply bring work forward, leading to a bigger flat spot when the measure is 
discontinued?  The residential construction industry really is in dire straits, so this one-off package is necessary.  
In the 1980s, with the election of state and federal Labor Governments, the first home owners scheme brought in 
at that time ran for some years, and was most effective in getting the building industry going; it was also a fillip 
to the whole economy, particularly in Western Australia.  There came a point at which that measure was phased 
out but, over the period it was in force, it was very beneficial in getting people into their homes as well as 
assisting the residential construction industry. 

On top of that is the problem of the collapse of HIH Insurance on 15 March this year.  At that stage, only two 
insurance companies offered housing indemnity insurance, one of which was HIH.  That meant that suddenly 
there was only one insurer, creating a monopoly in the market.  HIH was getting a very large share of the 
housing indemnity insurance business, and was the cheaper insurer.  It has been put to me that HIH was not 
charging premiums commensurate with its costs; effectively it was out there simply buying business by offering 
insurance at an unsustainable premium.  I suspect that is true.  People who now see the premiums going up - and 
there are many reasons that prices are increasing - are not conscious of the fact that the housing indemnity 
insurance being offered by HIH was below a sustainable premium rate.  Premiums had to move up at least by an 
amount sufficient to cover that shortfall.  The Government encouraged more players to come into the field and, 
as a result, two new insurers have entered the market, making a total of three in the market.  A third company has 
also made approaches.  The Government will encourage that company to offer housing indemnity insurance and 
will expedite the approval process to help that to happen.  A whole range of problems has flowed from the 
collapse of HIH.  People whose building was already under construction and who now find themselves with an 
unfinished building as a result of the death or the bankruptcy of the builder, are in very difficult circumstances.  
People whose buildings have been completed face potential liabilities over the next few years if anything goes 
wrong and repair work is required.  These and other problems resulting from the HIH collapse do not relate to 
this Bill, so I will not touch on them further, except to say that the Government is working strenuously to 
develop a rescue package in the near future that will cover those issues.   

The issue that relates directly to this Bill is that of the builders now seeking licences to start new buildings, 
driven in part by the extra $7 000 contained in the Bill now before the House, who are having difficulty 
obtaining housing indemnity insurance.  That problem can hold up a large number of construction projects.  The 
Master Builders Association and the Housing Industry Association - the two major building organisations in this 
State - have different views about how this problem should be handled.  I have set up a forum with those 
organisations, the Ministry of Fair Trading, consumer groups and insurers to exchange views on these matters on 
a weekly basis, to keep the Government informed, and to help it design its response.  It is not easy, not only 
because the industry groups have conflicting views, but also because of the huge impact of the disappearance of 
HIH and the necessity of attracting new companies into this field.  All this will take time.  Previously, builders 
could gain housing indemnity insurance on the basis of simply getting a ticket written out, and then submitting 
the value of their work at the end of the year.  HIH made no detailed assessment of the substance of the builders, 
and in one or two extreme cases policies were written for people who were not even registered builders.  There 
was no solid basis for the issuing of housing indemnity insurance policies by HIH.  Insurers now must operate on 
a totally different basis, and the financial substance of the building company is checked out before the indemnity 
insurance is offered.  That is right and proper, but builders are complaining, with some justification, that the 
level of assurance they have to give is just too great.   

We have to find a middle point so that the insurance is properly validated in respect of the risks being taken.  The 
insurers are not putting builders out of business by setting rules that are too strict on their financial viability.  The 
situation is compounded by the goods and services tax.  Many builders are being pushed to the wall by problems 
created by the GST.  The ups and downs in the market have caught out some builders.  The continuing need to 
pay GST has created cashflow problems for builders.  There is a lot of anecdotal evidence - though not much 
survey work has been done - provided by accountants who tell me that many builders are doing it tough and 
sailing very close to the wind financially.  In that environment, insurers are even more cautious.  If insurers write 
policies for millions of dollars for builders who could go under due to the pressures of the market and the 
problems created by the GST, they will cop the liability, and insurance companies will put themselves at risk.  
Many builders say that the insurers are being overly conservative in issuing premiums for housing indemnity 
insurance.  That is holding up work in the building industry.   

The Master Builders Association of WA issued a statement more than a month ago that more than $500 million 
worth of work is being held up in Western Australia because of the inability of builders to get proper housing 
indemnity insurance.  Without the insurance, builders cannot get a building licence.  The more recent figure used 
by the MBA was $150 million.  I take that to mean that the backlog is being cleared.  That is not to 
underestimate the very real problem for a substantial number of builders - reputable builders - who are being 
pushed to the edge.  Generally, insurers state that they will insure only on the basis of 20 per cent of capital.  A 
building company that has, for example, $100 000 in capital assets will receive only $500 000 worth of building 
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work insurance.  Many builders work on a high turnover and do not have a large capital base.  Those builders 
will not be able to get insurance for anywhere near the amount of work they would have done last year and 
expected to do this year.  It is putting them in a difficult situation.  I am conscious of and concerned about that.   

If the Government declares a moratorium and lets builders insure afterwards, it may only move the problem 
forward.  If a building is already constructed and the builder then goes to an insurance company for housing 
indemnity insurance, he may find himself over a barrel and the premium rates could drive him to the wall.  The 
problem may be deferred and not fixed.  The Government cannot countenance a situation in which the need for 
housing indemnity insurance is withdrawn, because it would leave consumers unprotected and it would mean 
that we were returning to the bad old days when there was no assurance that builders would complete their work.   

I remind the House that the major building groups - the Master Builders Association and the Housing Industry 
Association - were key leaders in asking Governments to put in place the requirements for housing indemnity 
insurance.  Prior to the collapse of HIH Insurance, I had reports that the housing indemnity insurance 
arrangements had served the industry very well and had removed some of the cowboys from the industry - the 
ones that could not get insurance.  The industry associations are adamant about the importance of housing 
indemnity insurance.  With the huge difficulties created by the collapse of HIH Insurance, the industry 
associations are rethinking their position.  A short-term, quick-fix solution will not solve the problem; it will 
only defer it.  The Government is monitoring the situation on a weekly basis.  It will take whatever action is 
appropriate to assist companies caught in this difficult situation.  It is setting up direct accounting assistance for 
some builders.  The state of the books of some small builders is such that insurers will not give them indemnity 
insurance.  The insurers do not determine the level of assurance that is required from the state of the builders’ 
books.  The Government will give assistance so that builders can present their books in a way that is satisfactory 
to insurers and, hopefully, the builders will get their indemnity insurance.  That is one program that the 
Government is putting in place to help builders caught in this situation. 

As new insurers get a better feel for the market and as companies are able to present their accounts in a better 
way, more builders will get indemnity insurance.  It may not help all good builders who are caught in this 
difficult situation.  I do not believe the Government is being political: many builders sheet the blame home to the 
introduction of the GST.  The GST has created havoc in the residential building industry.  A lot of builders are 
still trying to cope with balancing their cashflows in order to meet the requirements of the tax.  We are all aware 
that there are many good builders in this State.  However, many of them worked on the basis during tight times 
that they had to take on a new job in order to get the cashflow to finish off the old job.  A builder in that situation 
will find it very hard to get backing from an insurer.  Insurance companies tell me that they are writing housing 
indemnity insurance policies, but the amounts are small and it is restricting the ability of some builders to trade.  
Builders may be used to doing $5 million worth of work a year, but they are now getting insurance for only 
$1 million or $2 million.  Builders have overheads, which are factored into their budgets, and they are put in a 
very difficult situation.  The Government is encouraging insurers to review applications and process them as 
quickly as possible.  The Government offers the opportunity to builders to present their books such that they 
show the available assets and the substance of the company and, therefore, the builders get their indemnity 
insurance much more quickly. 

The Government is wrestling with this huge problem and it does not want builders to go under because of the 
lack of housing indemnity insurance.  It knows that some builders are very close to the edge and is aware of the 
importance of insurers checking the level of risk.  From time to time, people play games.  One building company 
that collapsed in the past few weeks blamed housing indemnity insurance for its collapse.  The Government was 
told that the builder was insured by a different company - it had nothing to do with HIH Insurance.  The builder 
went under because of a range of financial matters of which I know nothing.   

The Government is cautious about being caught in the situation in which the removal of insurance will leave 
consumers unprotected.  On the other hand, it is keen to ensure that the system is improved through the addition 
of new insurers and by speeding up the process.  That will enable the many good builders still caught by the 
collapse of HIH Insurance to get the housing indemnity insurance they require and to continue trading and 
provide the very high level of building service which the Leader of the Opposition has commented on and for 
which Western Australia is well-known. 

MR RIPPER (Belmont - Treasurer) [4.17 pm]:  I thank members for their comments on the legislation.  I regret 
that I was not in the House for most of the Leader of the Opposition’s speech.  I will respond to a number of his 
comments.  I will be available during the consideration in detail stage if required. 

The Leader of the Opposition commented that the $7 000 grant was fair compensation for the impact of the GST 
on new houses.  The State Government does not agree with that assertion.  The $7 000 grant is not fair 
compensation.  That was the position argued by the Government when in opposition. 

Mr Barnett:  How do you reach that conclusion? 
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Mr RIPPER:  In opposition I argued on the basis of assessments made by BIS Shrapnel.   

Mr Barnett interjected. 

Mr RIPPER:  BIS Shrapnel did not agree with the assessment.  I remember that its estimate of the impact of the 
GST was about $9 200.  The issue is academic.  Although the scheme is implemented by state legislation, in 
essence it is a nationwide scheme promoted and designed by the federal Government and is financed through the 
intergovernmental agreement on the GST.  In other words, the financial arrangements are based on a grant of 
$7 000, and because of the nature of the scheme and the lack of financial capacity at the state level, even if the 
State Government were to believe that amount was inadequate, that is what the amount must be. 

Mr Barnett:  Did your calculations allow for a reduction in company tax?  

Mr RIPPER:  I did not make the calculations; they were made by BIS Shrapnel.  I think that is a reasonably 
credible firm in this area. 
Mr Barnett:  You raised the issue! 

Mr RIPPER:  No; the Leader of the Opposition raised the issue.  If he wants to argue the issue with BIS 
Shrapnel, he can. 
Mr Barnett:  You raised the issue, so let us talk about the issue.  Did you compare the average prices of houses in 
Sydney and Perth?  

The ACTING SPEAKER (Mr Dean):  Leader of the Opposition, we are not taking interjections at this stage.   
Mr Barnett:  I am sorry, Mr Acting Speaker; he raised the issue, and I am entitled to ask a question.  This is just a 
non-Parliament at the moment.   

Mr RIPPER:  The Leader of the Opposition has made an assertion.  His view is that a $7 000 grant is okay.  The 
view that this Government expressed when in opposition is that $7 000 is not enough.  The basis for our 
assertion was the material prepared by BIS Shrapnel.  In any case, no matter what our views, the point is 
academic: it is a federal scheme; the financing arrangement is nationwide; and the financial situation that this 
Government has inherited means that even if we did believe that the 7 000 grant should be increased, we would 
not have the capacity to increase it.  

I am advised also that the Leader of the Opposition said that 19 000 approvals were outstanding at local 
government level because builders did not have housing indemnity insurance.  I am not in a position to comment 
on whether 19 000 applications for building licences are outstanding, but it would be surprising if that figure 
bore any relationship to the number of approvals that are outstanding for first home owner construction.  The 
figures for the first home owner grant scheme produced by the State Revenue Department reveal that since July 
last year, 1 611 grants have been paid for first home owner construction.  It would be surprising if that 19 000 
figure was either correct or relevant to the position of first home owners, given that in 12 months, applications 
have been made for about 1 600 new homes for first home owners.  The figures are interesting.  They show that 
17 118 applications for the $7 000 grant were received between July last year and the end of May this year.  The 
figures for applications are 12 636 for established homes, 154 for new homes, 1 611 for the construction of new 
homes, and 27 for owner builders.  Therefore, 17 118 applications have been received, and 14 428 applications 
have been paid.  The total paid is $101.867 million.  It seems that the budgeting for this scheme is reasonably 
accurate.  In May, $13.6 million was expended; if a similar amount were expended this month, the scheme 
would be up to $114 million or $115 million, which is comparable with its budget allocation of around 
$120 million.   

The member for Murray-Wellington commented that the volatility of building activity is a problem.  I share his 
concern.  After the introduction of the GST, housing demand increased, and this was followed by a collapse in 
housing demand.  This was particularly apparent in Western Australia, and it contributed to state final demand 
falling for each of the last two quarters of the previous calendar year.  Members of the former coalition 
Government might have cause to reflect on this point: during those two quarters, state domestic economic 
activity contracted, which might have contributed to the former Government’s lack of standing with the 
electorate in February.  The Opposition might have reason to think about whether the GST did it any favours in 
an electoral sense. 
Mr Johnson:  They must have known you were coming! 

Mr RIPPER:  A similar problem is looming with the $14 000 grant that is dealt with in this legislation.  The 
decline in housing demand has resulted in the Commonwealth’s doubling the grant for homes constructed 
between the date of the announcement and the end of this year.  However, what will happen after the end of this 
year?  Will we experience a similar circumstance in which demand will be sucked forward, followed by another 
decline in housing investment and pressure for further assistance?  That is a concern for this and every State 
Government, because when the $14 000 grant cuts out, State Governments will again be asked to provide 
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additional assistance for the housing industry.  The capacity to provide that kind of financial assistance does not 
exist at the state level.  The Commonwealth Government did not consult or negotiate with the States about this 
scheme.  It was announced in a media statement, and the details came later.  The Commonwealth said that it 
wanted to introduce the $14 000 grant on a temporary basis, and it virtually dared the State Governments not to 
cooperate with it.  Of course, this Government wants to assist the housing industry, and it is cooperating with the 
$14 000 grant arrangements.  However, it is a commonwealth scheme, and it has a risk.  The risk is that rather 
than its temporarily stimulating the housing industry and being followed by normal housing activity, next year’s 
demand may be sucked forward to this year, and next year a further problem will arise that will need to be dealt 
with. 

Mr Johnson:  What will you do in those circumstances? 

Mr RIPPER:  That is the problem, because people will then ask the Government what it will do.  This State 
Government, along with every other State Government, does not have the capacity to continue to fund the 
$14 000 grant.  This is a commonwealth-funded initiative, and it will expire at the end of this year.  I hope that 
the risk does not come to pass.  However, the possibility exists that the housing industry will be in trouble again 
at the beginning of the next calendar year. 

Mr Johnson:  Are you saying that you know there will be a boom in the housing industry up until December?  
The Commonwealth Government will receive a lot of income from the GST that will come back to the State next 
year, and surely the State Government will then be in a better financial position to help the housing industry if it 
needs help. 

Mr RIPPER:  If only it were true that there were a goods and services tax bonanza for the States.  The difficulty 
for the States is that the GST arrangements have put the State Governments behind the financial impact of the 
previous arrangements until a crossover point is reached by 2004-05.  Between now and 2004-05, we require 
budget balancing assistance from the Commonwealth to restore us to the position that we would have occupied 
had the GST not been introduced.   

If there were an increase in the GST revenue, the Commonwealth would benefit because it would have a reduced 
need to pay the States budget balancing assistance.  John Brumby, the Victorian Treasurer, indicated that the first 
$2.5 billion improvement in GST receipts will go straight to the Commonwealth because it is offset against the 
Commonwealth Government’s requirement to pay budget balancing assistance.  There is no GST bonanza for 
the States and, given the financial legacy we have inherited, there is no capacity for the State Government to 
continue the $14 000 grant beyond the end of December when it expires.  The $7 000 grant is safe because it is 
part of the intergovernmental agreement, and it will continue.   

It is a concern that we are witnessing a repeat of what happened with the introduction of the GST.  At that stage, 
housing demand was pulled forward, followed by a decline in housing investment.  We may well face that 
circumstance again.  Sooner or later, we must get the situation back onto an even keel and stop pulling forward 
housing demand; we must have a stable set of arrangements.  Despite those differences of opinion with the 
Opposition on certain issues, we are in agreement that this legislation should proceed.  I thank the Opposition for 
its comments in support of the legislation and for its willingness to debate the legislation short of the normal 
three-week calendar period for consideration of the Bill.  

Question put and passed.   

Bill read a second time.  

Consideration in Detail 

Clauses 1 to 4 put and passed. 
Clause 5: Part 2 Division 3 Subdivision 2 inserted - 

Mr BARNETT:  Clause 5 contains most of the content of the Bill and refers to eligible transactions.  When this 
scheme was announced, it referred to qualifications and the $14 000 grant payable at the time of the first 
progress payment to the builder - it all becomes true.  What would happen if a builder went broke and 
construction could not be completed following that time?  For example, if the grant had been approved, the first 
progress payment stage had been reached and the builder, for whatever reason, could not complete that project, 
in what position does that leave the first home owner?  

Mr RIPPER:  I am advised that the eligibility condition is a requirement that the new home owner take up 
residence within 12 months of the commencement of the contract.  If, through no fault of the first home owner, 
the home owner cannot take up residence in that time, the legislation provides for the Commissioner of State 
Revenue to exercise discretion to extend the period.  In circumstances in which a building company collapsed 
and that was the reason the first home owner could not take up residence within the 12 month eligibility period, I 
would expect the commissioner to exercise discretion in favour of the first home owner.  
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Mr BARNETT:  A related circumstance might be the HIH Insurance situation.  In that case, through no fault of 
the home purchaser or perhaps not even the builder, delays may occur following the collapse.  Delays may also 
occur in obtaining indemnity insurance and, therefore, building approvals.  That would mean that, in good faith, 
the home owner sought the application of the grant but the builder could not get indemnity insurance or 
approval; therefore, the time limits would be exceeded.  Where does that leave the home owner?  

Mr RIPPER:  Proposed new section 14B(1)(b) of the legislation reads -  

a comprehensive home building contract for a new home if -  

(i) the building work begins within 16 weeks after the commencement date, or any 
longer period that the Commissioner allows for delay caused by circumstances 
beyond the control of the parties;  

The wording of the proposed section deals with the point that the Leader of the Opposition raised, which is a 
valid concern.  I expect the commissioner would allow for a delay caused by a builder who was unable to obtain 
housing indemnity insurance because of the collapse of HIH Insurance.  

Mr BARNETT:  Given that the full scale of the collapse of HIH Insurance has become known subsequent to the 
announcement of this scheme, has the Commonwealth Government provided any further guidelines, not so much 
for eligibility, but for interpretation by the State Revenue Department?  If not, has the Treasurer or State 
Revenue sought guidance from the Commonwealth on the policies to be followed with delays for housing 
indemnity and HIH Insurance?  

Mr RIPPER:  The Commonwealth Government has informed the State Revenue Department in writing that, 
provided the delay is not the fault of the builder or the first home owner, it should accept the exercise of the 
commissioner’s discretion to approve a delay.  

Mr BARNETT:  The legislation stipulates a closing date - a final date of 2003 - which sounds a long way away 
given that most homes would be built in approximately a six to nine month period.  However, given the backlog 
before local government of 19 000 building applications, it is a realistic proposition that the 2003 deadline will 
be exceeded.  

Mr RIPPER:  While I am not required to respond to every question of the Leader of the Opposition, that is what I 
will do. 

Mr Barnett:  What do you think you are here for if it is not to deal with Bills? 

Mr RIPPER:  I too sat on the opposition benches, and I watched the former member for Riverton handle 
legislation.  He did not always feel it necessary to respond to questions.  I am quite happy to respond to 
questions; I simply made the observation that it is not like question time.  

Mr Barnett:  Is it then smoko time?  It’s a quarter to five, and the Government is about to knock off - hang up its 
coat, clean up its desk and pack up its jacket.  

The ACTING SPEAKER (Mr Dean):  Will the Leader of the Opposition please let the Treasurer continue. 

Mr Barnett:  Perhaps we should adjourn at five o’clock. 

Mr RIPPER:  If the Leader of the Opposition has recovered from his fit, I will answer his question.  The answer 
is found in proposed new section 14B(3).  The principal effect of the 1 May 2003 deadline is targeted at off-the-
plan or owner-builder purchases.  

Mr BARNETT:  Given that this clause relates to eligibility and, therefore, ineligibility, what is the penalty for 
someone who fraudulently accesses the grant?  Have there been any such occurrences in Western Australia thus 
far and, if so, have prosecutions been initiated and penalties imposed?  

Mr RIPPER:  The Leader of the Opposition asks an interesting question.  In at least one other State - I think 
Victoria - the scheme is implemented on an administrative basis; that is, without legislation.  For the reason 
suggested by the Leader of the Opposition, it was thought advisable that Western Australia proceed with 
legislation so that the existing penalty and offence provisions in the First Home Owner Grant Act could be 
brought into play.  It is important to have some deterrents so that the grant is not abused.  Another reason for 
proceeding with legislation is that it will also bring into play the appeal and other rights of applicants provided 
by the First Home Owner Grant Act.  For those two reasons, Western Australia decided to proceed with 
legislation. 

In answer to the Leader of the Opposition’s questions, I am advised that, to date, 11 prosecutions have been 
finalised.  Ten persons have pleaded guilty, and fines ranging from $400 to $1 500, as well as costs in the 
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vicinity of $500, have been imposed.  The offences included substitution of a contract and prior ownership of a 
home.  One person’s hearing has been adjourned to 18 July 2001.  One person was acquitted.  Four prosecutions 
are listed for trial and prosecution action is being considered or prepared in a further 61 cases.  

Mr BARNETT:  For obvious reasons, one of the criteria for accessing the grant is that people must reside in the 
house.  How can the State Revenue Department effectively monitor that?  

Mr RIPPER:  The State Revenue Department has the capacity to crossmatch data and employs compliance 
officers.  Crossmatching of data will provide an indication that a person may not be living in a house, as required 
by the legislation.  That will then be investigated by the compliance officers.  

Clause put and passed. 

Clause 6: Section 19 amended -  
Mr BARNETT:  This clause will increase the amount of the grant.  The Treasurer may have mentioned this 
before; however, could he please indicate how many of the extended grants he expects to be approved in this 
State?  That is, how many grants have been issued so far, and how many does the Treasurer anticipate being 
issued? 

Mr RIPPER:  I stated during the second reading speech that -  

It is estimated that an additional $7.3 million for 2000-01 and $12.4 million for 2001-02 will be payable 
to approximately 2 800 purchasers of new homes under these arrangements.  

I am advised that about 200 applications for the special grant have been paid.  

Clause put and passed. 

Clause 7 put and passed. 

Title put and passed. 
Third Reading 

MR RIPPER (Belmont - Treasurer) [4.48 pm]:  I move - 

That the Bill be now read a third time. 

I thank the Opposition for its cooperation and support in the passage of this legislation.  

Mr Barnett:  You should not have gotten so miserable; we asked only four questions.  

Question put and passed. 

Bill read a third time and transmitted to the Council. 
 


