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BUILDING MANAGEMENT AND WORKS — 
BUILDING THE EDUCATION REVOLUTION — HEAD CONTRACTOR 

Grievance 
MR M. McGOWAN (Rockingham — Leader of the Opposition) [9.08 am]: I rise to grieve to the Treasurer. I 
requested a grievance to the Premier, but the Premier declined to accept my grievance, so I am now grieving to 
the Treasurer on behalf of a large group of Western Australian businesses that have lost in the vicinity of 
$100 million because of the government’s failure. A large number of the people who have suffered as a 
consequence of government failure are in the gallery today. They are subcontractors in the building industry—air 
conditioning technicians, electricians, landscapers, bricklayers and the like throughout the building industry. I 
want to explain to the house the sorry tale that has gone on here. These people—in the vicinity of 1 500 to 2 000 
subcontractors—have undertaken work as part of the Building the Education Revolution program. That meant 
major improvements to roughly 770 schools around Western Australia. That work was issued by the state 
government through Building Management and Works.  

A total of $1.25 billion—free money—was provided to the state government by the commonwealth. All the 
commonwealth said was, “You get out there and improve schools around Western Australia.” The state 
outsourced to head contractors the undertaking of that construction from Building Management and Works. 
Those head contractors then employed subcontractors who undertook the work. One would think that if 
subcontractors—electricians or builders—work for the state government, they would be secure in the knowledge 
that they would be paid. The state government put in place a mechanism by which it gave an assurance to people 
that they would be paid. That mechanism was a statutory declaration that the head contractor signed. On the 
basis of that statutory declaration that the head contractor signed that the subcontractors would be paid, these 
people did the work. They were under the impression that they would be paid for this work and therefore they 
did the work at a cheaper rate. They worked on lower margins because it was work for the state government. All 
that outstanding work was done by these people at schools around Western Australia. The state government took 
a margin of $18 million in order to administer this work; that is, it received an $18 million payment to administer 
this process. That was the government’s fee for undertaking that process.  

What do we now find? We now know that at least seven of the head contractors that the government engaged to 
ensure that this work was completed have now gone broke. That means that in the vicinity of 1 500 to 2 000 
subcontractors have now lost significant amounts of money. I met a gentleman this morning who has lost more 
than $1 million as a result of this. Many of these subcontractors have lost hundreds of thousands of dollars. 
These ordinary people running their businesses—tradespeople who have taken on trainees, apprentices and the 
like—have now lost hundreds of thousands of dollars each. They estimate—I have no reason to doubt them—
that the losses to these small businesses around Western Australia are in the vicinity of $100 million. Many of 
them will go bankrupt as a consequence. The reason I say that the state government has culpability is because it 
was responsible for managing this process. The state was given money from the commonwealth to manage this 
process and it failed dismally in managing it. All it did was get its agency to employ head contractors and then 
said that a statutory declaration will ensure it is all right. It never checked, in the way that it should have, 
whether these people were paid. What makes the government doubly culpable and its behaviour even more 
rotten is that it knew there was a problem.  
I have a copy of a question asked in the other place yesterday that indicates that the government was aware of 
this problem and the department started investigating statutory declarations in December 2010—two years ago. 
In the meantime, the work has gone on and these people have undertaken the work issued by the government. 
The relevant minister, Hon Simon O’Brien, knew that there was a problem two years ago. These people kept 
doing the work on the basis that they would be paid when the government knew there was a problem. What did 
the government do? It did nothing. The only time it did something was yesterday, when it called for an inquiry. 
The only reason it called for an inquiry was because there was a small article in The Australian the day before 
indicating that I was going to raise this matter in Parliament. For two years nothing was done. After a small 
article appeared in The Australian, the government indicated that it would undertake an inquiry. 

There is more to this issue than the incompetence shown by Hon Simon O’Brien. What makes it worse is that on 
11 May 2011, 18 months ago, the builders briefed the Leader of the National Party and nothing was done. The 
minutes of the meeting show that the workers were desperate. They wanted to know when they were going to be 
paid, what was happening and whether they should keep doing the work. They were the questions being asked. 
The Leader of the National Party did nothing. The second most important person in the government, the minister 
responsible, has known about this for two years. All these good people have now lost hundreds of thousands, if 
not millions, of dollars and many businesses have gone out of business. The government is culpable. We will 
pursue the government on this all the way to the state election. It had better resolve this matter before then. It has 
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all the hallmarks of Doug Shave and the finance brokers and we will pursue the government all the way on 
behalf of these good people.  
MR T.R. BUSWELL (Vasse — Treasurer) [9.15 am]: I am handling this grievance in my capacity as the 
minister representing the Minister for Commerce, which I think is entirely appropriate, given that this is a matter 
that falls within his portfolio. That is the normal practice in this place and I suspect it is a practice that will 
continue for some time to come.  
I want to touch on some aspects. Firstly, as a person who has owned and operated a small business, a person who 
has invested time and money in paying, by extension, suppliers and others to supply services and then not 
receive payment for the provision of those, I know how frustrating it is to run a business, to incur costs, to give 
of one’s time, to pay others to provide a service and then not receive one zack in return for that. It is perhaps the 
most difficult and frustrating component of being in business, in particular in a small business. It is, sadly, a part 
of being in business that we have to deal with from time to time.  

I want to clarify a couple of issues. My advice from the Department of Finance, in this case from Building 
Management and Works, is that since 2009, seven of the 117 pre-qualified builders who have been on the pre-
qualification panel have gone into administration. Of that seven, five were working on Building the Education 
Revolution program jobs. The analysis conducted of those seven pre-qualified builders who went into liquidation 
estimated that in total they owed their creditors about $45 million. There may be other circumstances in which 
people who are not in liquidation have not paid, although I suspect they would be few in number. I am not 
entirely sure that the $100 million claim is reflective of the quantum, although I am sure that the investigation 
that Mr David Eaton, the Small Business Commissioner, now has carriage of may well tease out that quantum. I 
am not entirely sure that the figure of $100 million is accurate when the advice I have is that the seven builders 
in totem owed creditors $45 million. Irrespective of the quantum—whether it is $45 million or $450 million—
that does not make one iota of difference to the business that does not have the cheque to put in the bank. I 
acknowledge that absolutely. 

The Leader of the Opposition raised a couple of other points, including the statutory declaration. Again, my 
understanding is that the provision and the requirement to sign the statutory declaration has been around as part 
of contracts for some time. It was not a response to the BER that this statutory declaration process was put in 
place; it is the way we have done business for some time. I do not say this to be disrespectful but I suspect it is 
the way business was done under the former government. I suspect, although perhaps not in the quantum of the 
BER because it was such a big contract, that these sorts of disputes have emerged from time to time across all 
governments. In fact, I would bet London to a brick that that is the case. The Leader of the Opposition used the 
term “head contractor”. We could argue that a builder is a subset of a head contractor. We are really talking 
about builders in this case. The government engages with builders to build, in this case, additions to schools, be 
it classrooms, early childhood blocks, et cetera. Those builders have relationships with subcontractors, and some 
of those builders have not passed on the funding that they were provided with from the state to the 
subcontractors. The Leader of the Opposition is right; they sign a statutory declaration which states that they 
have paid all subcontractors for all moneys due. Clearly, they have not. I understand that seven builders have 
been referred to the police for investigation for fraud in relation to completion of these statutory declarations. I 
am sure that the police will investigate them thoroughly. Recent announcements have been made, and I think 
there are two aspects to those announcements. Firstly, there are the changes we have made that will affect future 
contracts and then there is the investigation that the minister has set up, which will examine previous contracts. 
In relation to changes to future contracts, there is a significant tightening of the statutory declaration process — 

Mr M. McGowan: When did that happen? 

Mr T.R. BUSWELL: The minister announced that the other day, as I recall. 

Mr M. McGowan: Two years later. 

Mr T.R. BUSWELL: I am going to deal with the investigation, which will look at what has happened 
historically. There will be a requirement for more details in the statutory declaration. Builders will have to 
indicate on a statutory declaration all cases in which there is a dispute with a subcontractor, and in situations in 
which there is such a dispute, BMW will have the capacity to hold money back until the dispute is resolved. I 
went through the same issue in the Department of Housing; there is still the issue of how we get that money 
through the contract to the subcontractor, but we can work around that. In some cases in the Department of 
Housing, we actually directly employed the subcontractors to make sure that they got paid. Those changes have 
been made. 
Importantly, Mr Eaton will conduct his investigation, and I am sure that all the people present today will have an 
opportunity to be interviewed by Mr Eaton. I think he has done a great job, starting up in his role as Small 
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Business Commissioner. This kind of issue is one of the reasons we set up that position; it was not just to handle 
rental disputes. 
Mr P. Papalia: What about their losses? 

Mr T.R. BUSWELL: I will get to that. I am sure that as Mr Eaton works through his investigation, he will 
provide advice to government on a range of matters. I suspect that some of that advice will relate to further 
improvements to the process that may need to be made, and some of it will relate to specific circumstances that 
are brought to him for his consideration. I cannot make a commitment beyond the fact that that inquiry will 
happen; when Mr Eaton comes back to us with his advice — 

Mr M. McGowan: Announced yesterday. 

Mr T.R. BUSWELL: I would rather it be announced and happening than not — 

Mr M. McGowan: Only because I was going to raise this. 

Mr T.R. BUSWELL: I am not sure that the Leader of the Opposition can blow his own trumpet that hard. The 
facts are — 

Several members interjected. 

The SPEAKER: One, two, three, four: Leader of the Opposition, member for Kwinana, member for Joondalup 
and Minister for Regional Development, I formally call you all to order for the first time today. In my 
observation, this is a very serious grievance that should be treated with respect by everybody in this place, and I 
want it to be treated with respect. 
Mr T.R. BUSWELL: I am trying to, Mr Speaker. I will quickly conclude by saying this: Mr Eaton will conduct 
the investigation. I again say that our understanding is that the investigation will involve the seven builders who 
owe $45 million to creditors. It is estimated that about 25 per cent of that $45 million relates to disputed claims; 
that is about $11 million to $13 million, and it affects around 1 500 subcontractors, so there will — 
Mr M. McGowan: Is that all of the claims? 

Several members interjected. 

The SPEAKER: Thank you, members. Further grievances? 
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