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SUBCONTRACTORS — INDUSTRY REFORMS 

Grievance 

MR P.J. RUNDLE (Roe) [9.46 am]: My grievance is directed to the Minister for Commerce and Industrial Relations. 
Since the beginning of my tenure as the member for Roe, I have had regular contact from businesses in my area 
that are in dire situations as a result of lead contractors and subcontractors on government projects either paying 
their invoices incredibly late or not paying them at all. Although this is not news to the current government, the 
lack of updates on the progress of the industry advisory group and its proposed reforms to improve the security of 
payments for subcontractors is concerning both to me, as the local member, and to the businesses in my electorate 
that are affected.  

I would like to remind the minister of the issues in my electorate of Roe. Firstly, there are quoting issues whereby 
contractors are working from variation claims that on some occasions are substantially lower than the actual cost 
of the work done. Secondly, lead contractors are deciding on whether the invoices submitted by the contractors for 
the work done should be paid either in full or partially. Thirdly, lead contractors are deciding how much to pay on 
external costs such as tip fees, licence fees and travel costs, after the costs have been incurred by the subcontractor. 
Often these payments do not cover the liability held by the subcontractor. Fourthly, small errors in paperwork 
extend the payment period for many months. Fifthly, there is no requirement for subcontractors hired by the lead 
contractor to pay their subcontractors. Finally, lead contractors and sub-contractors are going into voluntary 
administration, and that leaves the local business in a risky financial position.  

For example, recently Marine and Civil Pty Ltd was the lead contractor on the Arthur River bridge works and went 
into voluntary administration, which left at least two businesses in Narrogin waiting on payments. Minister, 
a simple Google search has found that Marine and Civil has been in voluntary administration at least once before. 
Surely this would put up a red flag as far as any effective risk management process is concerned. Also, I would 
think that the likes of Main Roads Western Australia and so on would surely take this into account, and any other 
government department, including Building Management and Works. Certa Civil Works and Higher Pipes say the 
subcontractors who worked on the Katanning and Narrogin hospital projects have also failed to meet their financial 
obligations to local subcontractors. 

Subcontractors who own and run businesses in country towns rely on government projects to boost their income, 
especially during times of drought and seasonal variation that put pressure on towns and businesses to survive. 
Knowing full well that their payments may be held up is one thing when these businesses submit tenders, but 
wondering whether they will get paid at all for their work and services is a risk no businesses should have to take, 
especially from a state government contract. Recent correspondence to me from the Minister for Transport on this 
issue gave a brief summary of the approach that Main Roads uses to ensure that contractors have the technical 
financial capacity to perform the works. My assumption would be that this process is inadequate, considering the 
following financial risks involved in drawing on a variety of subcontractors to complete the process. I have 
assumed this because the Western Australian government now has a record of multiple lead contractors either not 
paying for services rendered or going into voluntary administration, and businesses that sign up to government 
capital works should not be considering whether in the process they will be sent to the wall. Businesses will not 
refuse service to government contractors, as they know that if they do they will not be considered in the future. 
Further, government contractors need local businesses to complete their projects on time and on budget, except 
that in our case their budgets do not seem to include paying local businesses on time or at all. 

Recently, the government widely publicised its commitment to subcontractors on the Matagarup Bridge, saying 
that the government would ensure that all payments would be honoured, as a result of yet another lead 
contractor—York Civil—going into voluntary administration while that project progressed. Why this 
commitment does not extend that to all government contracts is a question that businesses in my electorate are 
asking. I seek assurance from the state government that businesses in Roe can be assured that when they submit 
either a tender or just an invoice to a government lead contractor, or their subcontractors, they will be 
recompensed for the work and services they have supplied. It is not only the decent thing to do but also the right 
thing to do. Minister, I recall that this was one of the mantras and election platforms of the then opposition, now 
government. I can remember hearing stories on ABC radio and so forth about the Perth Children’s Hospital and 
other contracts, and I remember the assurances that when the Labor Party came into government it would sort 
this out, so I look forward to the minister’s response. I understand that the minister inherited some of these 
issues, and I take that into account. 

MR W.J. JOHNSTON (Cannington — Minister for Commerce and Industrial Relations) [9.53 am]: Yes, 
I did inherit some of this, and I point out that both the Narrogin and Katanning hospitals contracts were issued by 
the then National Party, and I agree that they were inadequate. Unfortunately, once that tender was issued for the 
Katanning and Narrogin hospital projects it was not possible to retrospectively change those arrangements. The 
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Matagarup Bridge subbies have come out better because that contract was issued by the current government. The 
current government has changed the practices of contracting. The member stated that he wrote to the Minister for 
Transport, who was responsible for the bridge project that the member referred to. I and the member have a copy 
of her response. 

Firstly, I thank the member for his grievance and giving me some detail. I do not want to in any way diminish 
the impact on subbies when these sort of situations arise, but it is difficult because these contracts were entered 
into by the former government and we are trying to clean up the mess left behind. This question of non-payment 
or the late payment of subcontractors is a longstanding issue. On 12 August 2016, the former government made 
a series of announcements; the members for Churchlands and Nedlands made a press release on that date. 
In November 2016, the member for Churchlands and Hon Michael Mischin put out media releases about the 
changes to subcontracting arrangements that the former government introduced. I make clear that all those 
changes are still in place, but of course there is no question that they did not go far enough and this government 
will go further. 

For those reasons I established the industry advisory group in February of this year, to facilitate targeted industry 
consultation on the reforms that we are trying to bring in. We are looking to change the Construction Contracts Act. 
We are introducing trust arrangements to better protect payments owed to subcontractors in the event of head 
contractor insolvency, fairer contracting practices and ways to ensure more robust and responsive registration for 
builders. The IAG is chaired by Mr John Fiocco—a Perth barrister—with assistance from Hon Matthew Swinbourn, 
MLC, a member for East Metropolitan Region. The IAG’s consultation process is now complete. A final set of 
recommendations is being prepared by Mr Fiocco at the moment, and will be with me next month. Although the 
report has not been finalised, I anticipate it will recommend significant reforms that will protect the position of 
subcontractors and improve the way disputes between subcontractors and their principals are resolved. 

I note that I made a brief ministerial statement and answered questions in the house on the operations of the IAG. 
I draw the member’s attention to the “Review of Security of Payment Laws”—the Murray report—commissioned 
by the federal government, which has also been taken into account by Mr Fiocco. Any reforms proposed by 
Mr Fiocco and Hon Matthew Swinbourn will require the drafting and passage of complex legislation. I take this 
opportunity to urge the opposition to support the government’s efforts in this regard once the legislation is into the 
Parliament, hopefully early next year. 

I note the particular cases referred to by the member relate to particular government–funded projects. In that regard, 
I can advise the member that we have been working on interim solutions for the benefit of subcontractors involved 
in government work that will not require legislative change, and of course the subcontractors on the 
Matagarup Bridge are the beneficiaries of the change of practices introduced by the current government in our 
contracting arrangements. 

Once John Fiocco’s report is given to government there will be an opportunity for further amendments to 
government practices to help with questions arising for subcontractors on state government projects, because 
clearly we have found a few things that we could probably go even further with than we did. The changes by the 
former government in 2016 that the member highlighted did not achieve what was intended. Of course, the Labor 
opposition supported those changes at that time. We have now made further changes on government contracting 
arrangements, and the successful benefit out of that has been seen at Matagarup Bridge. We are now looking for 
a further wave of changes arising from the industry advisory group. 

I am not quite sure, member, whether some of the issues regarding Certa Civil and Higher Pipes are related to 
contractual disputes or around non-payment because of head contractor insolvency. I draw the member’s attention 
to the Construction Contracts Act as amended in 2016 by the former government, because if it is a contractual 
dispute about the terms of the contract rather than an insolvency matter, I urge the member to get his constituents 
to talk to my department because there is a disputes resolution procedure operated by the department through the 
building and energy division that can assist. 

I can highlight that in the work done by Mr Fiocco, it was acknowledged by industry, including subcontractors, 
that the remedies that are already in the act, which were introduced in the past, are often not well understood or 
well utilised. The department is currently running an awareness campaign about the benefits available to 
subcontractors under the Construction Contracts Act 2004, including online videos, fact sheets and face-to-face 
training. There is absolutely no question that the government is very pleased to be doing what it can to assist 
subcontractors. We acknowledge the work that was done by the former government. We agree with the  
member for Roe that it did not achieve what was wanted and we know that we have to go further. That is what we 
are doing. 
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