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HOME BUILDING CONTRACTS AMENDMENT BILL 2002 
Second Reading 

Resumed from 16 October. 

HON BARRY HOUSE (South West) [9.20 pm]:  This Bill is supported by the Opposition, but with the 
observation that it is long overdue and goes only part of the way towards addressing the serious situation that 
exists in the building industry in this State.  I will remind members of some of the very interesting history of this 
issue.  Members will be aware that in Western Australia home indemnity insurance is compulsory for work that 
includes the construction or renovation of a home and for which the total cost of the contract is more than 
$12 000.  Home indemnity insurance protects home owners against financial loss if the builder is unable to 
complete the residential building work or meet a valid claim for faulty workmanship because of death, 
disappearance or insolvency; that is, when the builder is unable to meet any outstanding debts.  That situation 
was operating reasonably well until March 2002, when HIH Insurance, which had the lion’s share of the housing 
indemnity insurance market in Western Australia, collapsed.  The collapse of HIH Insurance left many builders 
unable to find an alternative provider of home indemnity insurance.   

I remind the House that as the then opposition spokesman for housing - Hon Ray Halligan has since taken on 
that role - I asked the first question on this matter in May last year, when I asked the Minister for Housing and 
Works, Hon Tom Stephens, whether he was aware of the situation; and, if yes, what was he doing about it.  That 
led to a series of questions to the Government in response to the alarming situation that had arisen in the home 
building industry.  Those questions were asked not only in this Chamber but also in the other Chamber by my 
colleague Dan Sullivan, the Deputy Leader of the Liberal Party and member for Mitchell, who is responsible for 
consumer and employment protection, to the Minister for Consumer and Employment Protection, Hon John 
Kobelke.  The member for Mitchell also put forward some solutions; however, they were largely ignored.   

The collapse of HIH Insurance dealt a serious blow to many small builders around the State, particularly those 
who were building customised homes for individuals, because they were unable to get housing indemnity 
insurance.  A housing indemnity insurance certificate must be issued before a local authority can release building 
plans and allow the builder to get on with the job.  Some local authorities had up to 50 building applications 
stacked up, and very hardworking and efficient builders were very frustrated because they were unable to get on 
with their work.  The tragedy was that that had nothing to do with their ability as builders but had everything to 
do with the fact that the insurance industry had tied the building industry up in knots as a result of the collapse of 
HIH Insurance.  That caused an enormous amount of pain, as I will outline in some depth.   

Despite the continual requests from the industry and the Opposition at that time, the modus operandi that the 
Government chose to adopt was inaction.  It produced no results whatsoever.  As the housing spokesman at the 
time, I, together with the Deputy Leader of the Liberal Party, Dan Sullivan, put out a media statement in June 
2001 that acknowledged that the Labor Governments of New South Wales and Victoria had acted quickly to 
overcome the situation - because it was a nationwide problem - but the Western Australian Government was 
sitting on its hands and doing absolutely nothing.   

Very onerous and unreasonable requirements were being placed on builders in order for them to obtain housing 
indemnity insurance.  These requirements were not being imposed by a body that was authorised to decide who 
should qualify to build homes in this State, such as the Builders Registration Board, which determines whether 
builders are fit and proper to be licensed to work in the building industry.  These requirements were being 
imposed by the insurance companies.  The insurance companies were dictating who could build homes in 
Western Australia.  The criteria that were being used by the insurance companies related to the net worth of the 
builder rather than the builder’s ability to construct homes or the builder’s reputation and longevity in the 
industry.  I came across some crazy situations in my electorate, as I am sure did other members, in which good 
and efficient local builders, with an impeccable record that sometimes went back 20 or 30 years, could not obtain 
housing indemnity insurance and had to put off contractors and effectively close down their business.  That 
caused delays in housing projects, in some cases for up to six months, and an enormous amount of pain.  I could 
give many examples.  The end result was that many builders who had previously been insured with HIH 
Insurance were prevented from working in the housing industry for up to four and even six months.  They were 
then required to totally restructure their companies in order to meet the new requirements of the insurance 
companies.  Many builders had enormous problems with those requirements and were forced to restructure their 
companies in a way that did not help their taxation situation, which penalised them even more.  

Those companies were being asked to provide certificates of guarantee for something like $1 million just to 
obtain the indemnity insurance required to build a house worth, say, $200 000.  It was a totally ludicrous 
situation, and it exists to this day.  If and when those companies obtained some insurance, the threshold limit was 
usually too low, which allowed for the first home buyer types only, most of whose homes were built by large 
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project builders - not the custom-designed homes more commonly built by individual builders.  The clients who 
thought they had agreements with builders to commence construction were experiencing frustrating and 
expensive delays.  The enormous impact was starting to sheet home and many directly employed staff, 
subcontractors and suppliers were out of work and experiencing financial problems themselves, which was 
having enormous flow-on effects in many regional communities.  Two factors, largely the responsibility of the 
federal Government, have kept the housing industry stable and in a relatively progressive state of growth.  The 
first is the first home owners grant, which increased from $7 000 to $14 000 last year, and is being phased out 
progressively this year; the second is the low interest rates on housing loans that the federal Government has 
been able to maintain for a long time. 

In July 2001, when I was the spokesman for this area, I commented on the current problems not being helped by 
a difference of opinion between the two major building industry bodies.  I will refer to that a little later.  That 
difference has militated against a good resolution of this issue.  The situation did not change much throughout 
2001.  The Deputy Leader of the Opposition in August 2001 revealed the alarming state of the industry.  It 
finally dawned on the Government that there was a major problem, because an unpublished government report 
revealed a crisis in the residential building industry.  This report, which was prepared for the Department of 
Consumer and Employment Protection, found that builders’ indemnity insurance costs had increased by up to 
1 400 per cent since the collapse of HIH Insurance in March 2001; 35 per cent of the builders previously covered 
by HIH were unable to obtain insurance; and, as a result, building projects worth a staggering $266 million were 
held up.  At that stage the whole industry was in crisis.  In April 2002 the Deputy Leader of the Liberal Party and 
Hon Ray Halligan also commented on the situation, because at that stage there were problems with Dexta 
Corporation Ltd, one of the firms that picked up some of the HIH clients who were left in limbo after its collapse 
in March 2001.  Dexta was a major housing indemnity insurer and was estimated to have between 30 and 45 per 
cent of the home building insurance market in Western Australia.  Another tidal wave then hit the industry.  
Dexta’s announcement on Thursday, 11 April 2002 that it would no longer be providing home warranty cover 
effectively left two players in the industry; that is, Royal and Sun Alliance Insurance Australia Ltd and Reward 
Insurance Ltd.  The Liberal Opposition expressed alarm about that situation. 

In April 2002 the Liberal Party called on the State Government to take some urgent action to avert a building 
industry crisis.  Once again the Government was sitting on its hands, some 13 months after the initial problems 
had occurred.  I am putting the history of this matter together so members will understand where we are coming 
from and how this legislation reached the stage it is at today.  I have already touched on this, but many of the 
builders caught in the Dexta collapse had been caught earlier in the HIH collapse.  These people suffered a 
double whammy.  Many builders were taking weeks, even months, to find a reinsurer that would provide cover, 
and some of them were literally losing millions of dollars waiting for projects to start.  The Government reacted 
very slowly and its actions were limited.  In June 2001 the Government announced a review of the Home 
Building Contracts Act 1991.  The report found that builders’ indemnity insurance had increased by 1 400 per 
cent since the HIH collapse and that at least $266 million worth of projects were being held up.  The State 
Government did nothing to help builders in the six months following the HIH collapse.  Following Dexta’s 
announcement of its withdrawal from the housing indemnity insurance market, the Government announced its 
so-called rescue package in a media statement by Hon John Kobelke on 7 May 2002.  The statement was headed 
“Rescue package for home buyers in the building industry” and referred to some of the areas that the 
Government hoped would rescue the housing industry.  The statement announced that the Government would 
assist the State’s three largest builders - Dale Alcock Homes Pty Ltd, J-Corp Pty Ltd and BGC Pty Ltd.  That 
was the extent of the rescue package.  Although it was absolutely necessary for those three large project builders, 
who performed a vital service for the building industry in Western Australia and were responsible for the vast 
bulk of the first home buyers market and a large percentage of the building industry, it left the other small 
builders in limbo.  It was only a bandaid measure and not a long-term solution.  To confirm that, the Master 
Builders Association of Western Australia - one of the two major building organisations in Western Australia - 
indicated it was not impressed.  I will read from a media statement that organisation released in Albany on 8 
May 2002, to give members an idea of how the building industry assessed the situation.  It stated - 

No relief for regional and small builders. 
Yesterday, the Minister for Consumer and Employment Protection, John Kobelke announced the much 
anticipated Government relief for builders affected by the withdrawal of Dexta from the Home 
Indemnity Insurance Market. 

. . . “There was no relief for small builders either in the regions or in the city in this package.  The 
Government needs to consider ‘the battler’.” 

The Government ‘rescue package’ provides for a $10 million cap to be imposed on the liability of 
insurance companies currently operating in the Western Australian home indemnity insurance market. 
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This means the State Government will meet the cost of claims above $10 million and collect a 
proportion of the insurance premium paid by the builders benefiting from the package. 

The Minister admitted that it was unlikely the State Government would even be called upon to meet 
claims over $10 million.  But if it does it will only benefit three WA builders. 

I have already outlined which builders they would be.  In this press release, the view of the Master Builders 
Association is that - 

. . . “Over 50% of builder in the Great Southern - 

That is the area from which this press release emanated - 

are still unable to operate their businesses.  The two remaining insurers who provide Housing Indemnity 
Insurance have advised members that they can expect delays of up to 8 weeks to process applications - 

This is just to get insurance -  

and some members have reported the insurers have stated this does not mean they will be accepted.” 

“Builders are being denied their right to work and earn a living and the Government needs to act 
quickly to avert a crisis particularly in regional WA.  The Government has approved an MBA Mutual 
Discretionary Fund but now they need to support the scheme to avert extreme hardship in this region.”  

That was the view of the industry.  Over time, numerous articles in the Press have reported that the problem was 
not resolved by this so-called rescue package of the Government.  It was a bandaid solution and much more 
work needed to be done.   

To rub a little salt into the wound, we saw the cynical way in which the Government went about introducing this 
legislation to the Parliament.  In the dying days of the previous session, this legislation was introduced in the 
other place.  Members were even kept there all night on one occasion to debate this and another piece of 
legislation, and they were kept there a day after this House rose to pass that legislation.  We all know what the 
net effect of that was - namely, it was passed and then disappeared into oblivion on prorogation.  This Bill, the 
Yallingup Foreshore Land Bill and the Volunteers (Protection from Liability) Bill were handled in an appalling 
way and were lost in the abyss between the two Houses on prorogation.  At the commencement of this session, 
we saw the toing-and-froing between the two Houses to resolve that bungle, and, finally, the Bill is before us in 
this form.  The Bill was restored to the Notice Paper, and the Opposition is very pleased that it is in this place to 
be dealt with because, as I said, it was due in this place at least a year ago.  For that reason, it will be supported. 

It is also frustrating - I am sure that my colleague Hon Ray Halligan will refer to this - that all of us, as members, 
have been getting calls from builders who are badly affected by this situation in the community.  They have told 
us to please get on and deal with the legislation and have asked why we are holding it up.  We have thrown that 
around this Chamber on a range of issues for a long time.  However, I need to point out to people in the 
community who might read the report of this debate in Hansard that the priority for legislation is determined by 
the Government.  The Government has known all the time that the Opposition was anxious to debate and support 
this legislation and get it onto the statute books so that the building industry could hopefully recoil from the 
blows it had been dealt.   

There has been universal frustration with the very slow response of the Government on this matter.  I must 
mention the unfortunate difference in the approach of the two major industry bodies - the Master Builders 
Association and the Housing Industry Association - which has not helped the situation in the year or so since it 
arose.  Rather than assisting to resolve the issues, this added some confusion to the situation and created 
unnecessary divisions in the industry, which has seen a few new movements spurned.  A builder from my neck 
of the woods, who runs a company called Vasse Enterprises, got so totally fed up and frustrated with the 
situation a short time ago that he started lobbying for some action.  He issued, via email and other means, a flyer 
stating -  

Building Indemnity Insurance 

What’s Happening? 
Are you getting a fair deal? 

WHO IS LOOKING AFTER WHO? 
What about us? 

CAN WE COUNT ON YOUR SUPPORT TO HELP OURSELVES 

THE FOLLOWING QUESTIONS SHOULD BE ANSWERED 
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1. Why did state government only underwrite 3 project builder’s? 

2. Why do these three project builders take preference over all other builders in the state? 

3. If the Minister was a registered builder what level of income would the insurance companies 
determine for him? 

4. Have we returned to the eighties with crisis management (knee jerk reactions) and pay offs? 

5. Does the Labor Caucus or Executive determine the policies for the Labor Party.  Is Gallop a 
puppet? 

6. Is the union dominated Labor Executive (60/40) trying to institutionalise the building industry? 

7. Is Reynolds looking for a safe labor seat? 

8. Is this the start of the recession that Western Australia had to have? 

9. Does any one know what’s going on? 

HOW LONG WILL THIS SITUATION BE PROLONGED? 
Hon Nick Griffiths:  Aren’t you embarrassed to be reading out that Liberal Party propaganda? 

Hon BARRY HOUSE:  No, I am not embarrassed at all, because this reflects the situation in the community. 

Several members interjected. 

The PRESIDENT:  Order, members!  Hon Barry House is trying to continue his speech but is suffering 
interjections. 

Hon BARRY HOUSE:  Yes; very unruly.   

Out of that discontent and frustration, at least one group has emerged - the Housing Indemnity Action Group.  I 
know that my colleague Hon Ray Halligan will talk about this group, because I understand he attended a meeting 
that it had yesterday.  This group is at the end of its tether.  It is being fed a range of misinformation about 
certain things.  Basically, it just wants some action. 

I know that other members will say a few things; however, my view is that, unfortunately, the Housing Industry 
Association used the HIH Insurance collapse, and following that the Dexta Corporation Ltd collapse, as a reason 
to compete vigorously for the market share of the housing indemnity insurance market and to poach more 
members from the MBA.  It did this because both organisations are partly funded by the commissions they gain 
from insurance directed to their aligned insurers.  I believe that because of this situation, which was not a united 
approach to the crisis from the building industry, the Housing Industry Association, in particular, let down a 
large part of the building industry.  By focusing on building its own empire rather than looking after the interests 
of small, customised builders, which are an essential part of the industry, HIA did not serve the industry well.  
That matter is probably debatable, but it is my observation and I believe many small builders who were seeking 
assistance from their industry organisation have made the same observation.  Those small organisations were not 
getting assistance from HIA because it was trying to poach their business and unless HIA got that business, it 
would not provide assistance to overcome the builders’ general problems.   

In short, the Bill provides a facility for the minister to temporarily suspend the home indemnity insurance 
scheme at his discretion if the circumstances arise whereby that is required.  There may well be a situation for 
that to occur if this trend continues.  The Bill removes the need for developers to be covered by a home 
indemnity insurance policy for the loss of deposit or non-completion costs.  The Bill classifies a developer as 
someone who builds four or more dwellings.  It allows for the entry of mutual schemes to compete with private 
insurers in the home indemnity insurance market.  The Master Builders Association of WA has sought to put 
together its own insurance for the industry rather than rely on the rather chaotic situation that has arisen over the 
past 18 months.  The Bill also provides appropriate offences for the failure to comply with conditions set out in 
the regulations.  All of those provisions respond to the situation that arose.  The two main reasons why these 
provisions are necessary are that the prudential criteria required by the current insurers are onerous and 
unreasonable, and premium rates for the home indemnity insurance market have gone through the roof.   

I am aware that an amendment has been circulated today to delete the requirement for a registered builder to 
have home indemnity insurance.  At this stage, I understand that that provision in the Bill is similar to the 
provision for developers.  I do not have a problem with that amendment.  However, I will speak to an officer 
tomorrow before we reach the committee stage of this Bill to get reassurance that that is all in order.   

That is a summary of the Opposition’s position on the legislation.  We are pleased to see this legislation before 
the Parliament, even though we believe it goes only part of the way to solving the problem.  It will set up a 
framework whereby the industry can take some of these issues into its own hands and resolve some of the issues 



Extract from Hansard 
[COUNCIL - Tuesday, 22 October 2002] 

 p2144b-2148a 
Hon Barry House; President; Hon Robin Chapple; Hon Paddy Embry; Hon Frank Hough 

 [5] 

that face many builders in our electorates who have been placed under an enormous strain by the current 
situation.  From the start I have said that because compulsory housing indemnity insurance is legislated for by 
this Parliament, it is the Government’s responsibility to sort out the building industry’s current environment and 
to provide it with an environment in which it can move forward.  Hopefully this Bill will provide that 
environment.  Many people are telling us that this Bill is only part of the answer rather than the full answer.  
However, we are confident that at least it will provide some relief to the building industry so that it can move 
forward from this point.  

HON ROBIN CHAPPLE (Mining and Pastoral) [9.54 pm]:  I will work from Hon Giz Watson’s notes, who has 
carriage of this legislation but who, unfortunately, is not here.  Therefore, my comments will be brief.  The 
Greens (WA) do not consider that the Bill is an ideal solution to the HIH Insurance collapse or that it will 
provide the necessary security for the insurance sector.  There is obviously a fair degree of urgency from the 
small builders in particular to introduce this legislation to provide some type of resolution to the current problem.  
The creation of mutual funds may solve the immediate problem, but they do not have approval from the 
Australian Prudential Regulation Authority or, in our view, comply with the Insurance Commission of Western 
Australia Act.  Also, there is still a substantial risk to taxpayers.  With that in mind, we wonder why the State 
Government has not taken on the potential of being a state government insurer in this matter, as the State is 
already opening itself up to some form of liability.  If it is doing that, perhaps it should become the insurer in 
total anyway.  I will leave the questions I have about the Bill until the committee stage.  Notwithstanding that, 
given the urgency of the legislation, we will support it.  However, we do not believe it goes far enough.  

HON PADDY EMBRY (South West) [9.56 pm]:  One Nation supports this amendment Bill, although it is 
horrified that it took so long for the Government to act on such a serious situation.  The largest builder in Albany 
- who is a third generation builder - was in the ridiculous position of having commenced in excess of $1 million 
worth of residential building but was left in a position whereby nothing could be done for his business.  It seems 
strange that he could continue commercial construction.  Whether investors lose their money on commercial or 
residential properties does not make any difference; they still lose their money.  The Bill seems to provide an 
unnecessary difference between commercial and residential properties.   
Like many other small to medium-size business people, the builder to which I refer had his business registered as 
a family trust.  As a result, he was unable to take advantage of the one insurance company that at first thought it 
might be able to help him.  When a third generation builder who employed local people in a small community 
such as Albany can no longer afford to employ people, it creates a serious effect, which snowballs and affects the 
rest of the community.  The employees of his company were thrown out of work.  The builder kept them on for 
as long as he could, which was a matter of some weeks, even when they were not working.  However, he could 
not continue to pay wages for people who were not working when the business was not earning any money.  It 
seemed strange to people in Albany that the Government made special arrangements for firms such as BGC 
(Australia) Pty Ltd, which, I am told is traditionally a Liberal Party supporter.  It seemed strange that a Labor 
Government would act in such a way against the interests of the blue-collar workers that the Labor Party 
traditionally supports.  I am relieved to see that the Government has finally done something, and I believe that 
what it is doing is good.  However, there is a question mark.  At the end of the second reading speech, it states 
that the Bill will provide a legislative environment that improves ministerial discretion to respond to market 
changes, etc.  I hope that the Bill will enable the minister to make speedy decisions, because nothing is gained if 
a minister just sits twiddling his or her thumbs for six months, worrying whether something might go wrong.  
There is only a point to it if action takes place.  I commend the Bill to the House but wait with some trepidation 
to see how it will be carried out.  
HON FRANK HOUGH (Agricultural) [10.00 pm]:  I reiterate that One Nation supports the Bill, as my 
colleague Hon Paddy Embry has said.  I have just built a new home and I had the same problem with builders 
trying to get insurance to build my home.  I recall the building industry of many years ago.  Houses were 
continually built and during that period there was no problem with builders getting insurance to build homes.  
However, HIH Insurance collapsed and the events of September 11 occurred, and suddenly insurance premiums 
increased 10, 20 or 30 times because of the unknown forces.  This is all about profit.  I do not understand why 
the Insurance Commission of Western Australia did not step in at the time and support builders of residential 
homes.   
Debate interrupted, pursuant to standing orders. 
 


