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PELAGO APARTMENT COMPLEX — PUBLIC SECTOR MANAGEMENT ACT — SPECIAL 
INQUIRY 

Matter of Public Interest 
THE SPEAKER (Mr M.W. Sutherland) informed the Assembly that he was in receipt within the prescribed 
time of a letter from the Leader of the Opposition seeking to debate a matter of public interest. 

[In compliance with standing orders, at least five members rose in their places.] 

MR M. McGOWAN (Rockingham — Leader of the Opposition) [2.52 pm]: I move — 

That the house calls on the Barnett government to establish a special inquiry under section 24H of the 
Public Sector Management Act into matters surrounding the Pelago development in Karratha, and 
especially the state government investment and involvement in this project. 

This issue demands a formal, proper inquiry to get to the bottom of what has gone on here. The issue is the use 
of a large amount of taxpayers’ money, and the issue has now dragged on for at least a week whereby story after 
story has emerged of activities on the part of the government in which public money—taxpayers’ money—has 
been wasted and misused, and there are questionable dealings by members of the Liberal and National Parties 
involved in this affair. I might add that it comes at a time when state finances reveal today that over the course of 
the past six years the government has increased the state’s debt burden by 577 per cent, from $3.6 billion when 
Labor was in office to $20.8 billion this year, and the Premier cannot even tell us when debt will peak. Over the 
last financial year, the state’s debt burden grew by nearly $3 billion. Over the 107 years from Federation to when 
this government took office, it grew to slightly over $3 billion. In the last financial year it increased by nearly 
another $3 billion. This has been a record of financial irresponsibility unmatched in the history of this state. No 
amount of spurious comparisons will get around that very simple fact. We have the highest level of state debt per 
person of any state in the commonwealth. That debt has been added to by the misuse of taxpayers’ money that 
has taken place in the case of this development. We raised the matter last week in this house, but I remind 
members that a $30.4 million commitment was made by this government to underwrite the Pelago East 
development with an up-front payment of more than $24 million, contrary to all normal business practice. On top 
of that we learnt that the government had purchased 12 apartments in Pelago West, the other apartment block in 
Karratha. Ostensibly, the purchase of the 50 apartments in Pelago East was so that public servants could live in 
them, but we have also learnt that the government did not consult the agencies about whether their staff members 
would want to live there. When, after buying the apartments, the government did consult the agencies, it 
suddenly discovered that the agencies were saying no, and the Department of Health has confirmed that via the 
head of the Department of Housing. That means that taxpayers are left holding the baby. This Pelago 
development shows a closeness on the government’s part to favoured businesses—an underwriting of 
speculative projects whereby the government is supporting favoured businesses. It is an investment in the 
Karratha property market when it was way past its peak and on its way down. That is when the government 
made this enormous investment in the Karratha property market. We need only look at realestate.com.au today to 
find that 245 properties are listed for sale in Karratha, Wickham, Dampier and Roebourne. Realestate.com.au is 
just one website showing 245 properties listed for sale in those communities and every single one of those 
property owners now knows that they are in competition with the government to sell their property. It is not 
a level playing field; it is not fair for property investors or mums and dads who are trying to sell their home, their 
principal asset, in Karratha. There are 245 properties in those communities listed for sale today. 

This comes on top of all those events we have seen over just this term of this government. There is the 
$30 million reduction in the value of the land sold to Crown Perth, without proper explanation or tabling of any 
valuations or the like; the gifting of tens of millions of dollars’ worth of land at Elizabeth Quay to the  
Ritz–Carlton development without any tender process; contrary to the earlier example, the Premier engaged in a 
conversation with Chevron about an approval on Barrow Island and in the same conversation asks Chevron 
whether it would buy land at Elizabeth Quay—linking the two. 

Mr J.H.D. Day: There was no link. 

Mr M. McGOWAN: The Premier admitted it. The Leader of the House should come in here more often and 
stay awake and then he would notice. 
Mr J.H.D. Day interjected. 

The SPEAKER: Leader of the House, I do not want to hear anything further from you. 

Mr M. McGOWAN: Then we saw the $15 million royalty holiday given to Karara Mining Ltd in the midwest. 
On the Premier’s whim, an amount of $15 million of Western Australia’s money was given to just one mining 
company. Then we saw the Allia development and $8 million given away to a company so it would not have to 
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run a stadium. On one project after another this government is profligate with and misuses taxpayers’ money, 
and this Pelago development is just another one. 

What have we learned about this since last week? We have learned that ministers inappropriately linked their 
executive role with the sale of private or public apartments in Karratha. We saw the 
Minister for Regional Development; Lands stand in this house and admit to it. The minister admitted that when 
Chevron came to see him about accommodating staff members in Karratha, where it had favoured locations, he 
said “Well, you know, we have these in the city centre. We have apartments that you might want — 

Mr D.T. Redman: The Leader of the Opposition never listened to what I said. 

Mr M. McGOWAN: That is what the Leader of the National Party said in this place. I will read what the 
Leader of the National Party said — 

They came to me because they wanted to locate the accommodation in the Gap Ridge workers’ 
accommodation in Karratha and have commercial premises on the Woodside facility in Dampier for 
200 to 300 people. I approached Chevron and had a couple meetings with Chevron about Chevron 
considering locating its activities in the CBD of Karratha, and that would have included commercial 
premises of Finbar Group Ltd. Before I made the decision as Minister for Lands to allow an adjustment 
to the lease in those two arrangements for an 18-month period, I had a number of discussions with 
Chevron about locating its people in the CBD of Karratha … 

There he is linking the two. 

Mr D.T. Redman interjected. 

Mr M. McGOWAN: No, it is not about the minister meeting with them, standalone, and saying “Let’s invest in 
the north west of the state.” It is about the minister linking the two decisions—one where he had an executive 
authority and pressuring an investor in Western Australia in relation to that. The minister linked a decision in 
which he could sign a bit of paper to benefit them and seeking a benefit for a developer in return. That is what 
the minister did, and what he says in black and white! It is not about working with; it is about the minister using 
his position inappropriately. That is what it is, and the minister does not seem to get it. There are all sorts of 
stories out there swirling around about pressure being applied to other mining and energy companies and some 
of your, and some of your former, ministerial colleagues pressuring them to buy apartments in that building. I am 
not saying that the minister should not sell the state—you advocate on behalf of the state, but you do not link 
decisions on one thing with another inappropriately. 

Mr D.T. Redman interjected. 

The SPEAKER: Leader of the National Party, you are going to get a chance. 

Mr M. McGOWAN: Those decisions reverberate back to head offices, and people say, “When you invest in 
WA be careful of those ministers because they will try to pressure you to do things that are inappropriate.” 

Mr C.J. Barnett: What evidence is there of that? 

Mr M. McGOWAN: The minister’s answer today. There might not have been complaints but I will bet that 
there were discussions with you about the behaviour of ministers or former ministers pressuring major 
corporations to invest in those apartments in Karratha. I bet there were. 

On Friday or Saturday last week, the cost of the land emerged. The land was sold to Finbar for $7 million. It 
turns out that the valuation was between $10.5 million to $13.6 million. The minister will no doubt say that it 
was because the block was not serviced. If that is the case, provide all the valuations and the estimated cost of 
the servicing to the house. Provide that information to the house. This is exactly the same arrangement as when 
the government sold land to Crown Perth casino: it sold the land and then claimed that there were additional 
costs for the people developing the land but refused to reveal what the costs were. The government just made 
general statements that it would have cost millions of dollars, but it does not provide advice of the cost. In light 
of all the things that have gone on and all that we know, the government needs to provide that information. If the 
government does not provide that information, there should be a full inquiry into what has gone on here. 

We then learned that there are 28 empty apartments in that block owned by the government, and that the 
government is paying up to or more than $1 500 a week for a one or two-bedroom apartment in the block next 
door. Who owns those apartments? Are we paying that exorbitant amount of rent to Finbar, the government’s 
favoured developer? We need to know the answer to that question. The house and the people of Western 
Australia deserve an explanation. Bearing in mind that this is happening at a time when rents in Karratha are 
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now down to $600 to $700 a week. For apartments in Karratha, which generally, members opposite might note, 
attract less rent, we are paying up to and above $1 500 a week. 

Then we have the revelation that both the presidents of the National and the Liberal Parties in Karratha were 
involved in this. Not one—the presidents of both parties were involved in this! 

Mr V.A. Catania: How so? 

Mr M. McGOWAN: You do not read the newspapers, my friend. Maybe you should go off to San Ramon—
they will be impressed when they meet you. 

The president of the Liberal Party in Karratha, Peter McDowell, is in the member for North West Central’s 
newsletter. He is in a photograph standing next to the member. The member for North West Central said, “Who 
is he? I don’t know who he is.” There is Peter McDowell standing next to the member in a photograph in the 
member’s own newsletter. There is a big smile on his face; obviously the photo was taken before he spoke to the 
member. Mr McDowell said — 

I know that stage two would never have got a start because the sales on stage one were very slow, — 

Not only is Mr McDowell the president of the Liberal Party in Karratha, he is also the project manager for 
Pelago West. In another article, he said that the only way that Pelago East got off the ground — 

Several members interjected. 

The SPEAKER: Members for Warnbro and Swan Hills, I do not want to hear from either of you. 

Mr M. McGOWAN: Another article in relation to Mr McDowell states — 
… if not for the public investment in the 178-apartment Pelago East, it “would not be standing there 
now”. 
… 
… “the Government used taxpayer funds to get a development off the ground” 

The president of the Liberal Party is the project manager on the project and he said that sales on the first project 
were very slow. So what did the government do? The sales were slow on the first project, so it invests and 
underwrites the other project—that is a good investment! I thought the Liberal Party was supposed to be the 
party of business. It is no wonder that debt has blown out by 577 per cent. Mr McDowell said that stage 2 would 
not have got off the ground but for the government’s investment and that the first project was proceeding very 
slowly. Then we have the president of the National Party, who the Premier says is a “terrific guy”. It is the 
terrific guy theory. He is in the member for North West Central’s newsletter, too! There he is in the newsletter 
standing with the member and smiling. The presidents of the National and Liberal Parties were involved in these 
things. The president of the National Party was on the Peel Development Commission and a real estate agent 
who was then employed by Finbar, the principal developer, yet the government says that there is nothing to see 
here! 
Several members interjected. 
The SPEAKER: Member for Warnbro and member for Central Wheatbelt, I call you both to order—member for 
Central Wheatbelt for the first time, and member for Warnbro for the second time. 

Mr M. McGOWAN: We have all these people involved, and then we have the other issues raised by the 
member for Cockburn last week about fundraising and the like. There have been all these issues involved in all 
of this, with Liberal and National Party operatives up to their necks in it: losses of large amounts of government 
money; sales of properties not at their full valuation; an investment made in a property when sales from an 
earlier property were going very slowly; the announcements made in the lead-up to the 2013 state election; and 
the investment made when the property market was in decline, with 250 or so local people competing against the 
government to sell their properties. We have all that, and it demands an inquiry. The Housing Authority’s annual 
report 2012–13 states — 

The Authority has pre-purchased 50 units in Stage 2 of the Finbar Pelago East Development, including 
29 one bedroom and 21 two bedroom units. The Authority’s contribution to Stage 2 has expedited the 
commencement of the entire 178 unit development. 

In other words, the government, according to its own documents, got involved in the project and expedited a 
private sector project for a favoured developer just before the 2013 election, and we have seen the involvement 
of all those Liberal Party and National Party figures in relation to this. As I said earlier, the Minister for 
Regional Development’s admission about his role in pressuring companies to purchase properties, and all the 
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other issues swirling around about other ministers pressuring major corporations to go in and buy properties 
there, deserve a proper inquiry, and that is why the opposition is calling for one. 
MR F.M. LOGAN (Cockburn) [3.11 pm]: A week is a long time in politics, is it not? Last week we had the 
blustering member for Pilbara, thinking that it was Speak like a Pirate Day, trying to defend this smelly, smelly 
case in his electorate. That is what he was doing. The Leader of the Opposition has just referred to a number of 
issues that have come to light since last Wednesday’s matter of public interest. There is the issue of the valuation 
of the land. Having dealt with LandCorp, a government organisation, for the last 14 years through the process of 
valuing land in Wattleup, I know that it takes a very, very conservative view when it comes to valuing land. 
LandCorp valued the unimproved land in Karratha where the Pelago apartments sit at between $10.5 million and 
$13.6 million, but the amount that was paid was $7 million. No response. Well, we will see today what the 
government’s response is about that particular issue. 

There is also the issue of the market that existed at the time. We should remember that the Leader of the 
National Party last week, and the Premier last week and again today, have both said that the market was 
overheated at the time and that the government had to invest in Pelago stage 2, had to provide the workers’ 
accommodation and had to put apartments into the marketplace. The Premier said that again today. What did 
Richard Naulls of the Real Estate Institute of Western Australia’s Karratha branch say about that? An article 
published in The West Australian of 18 September 2014 states — 

Mr Naulls said it was clear by September 2012—a month before the Government paid $24 million into 
a trust account with the developer Finbar—that the market was in steady decline. 

He questioned why the Government paid up-front when “every other investor” paid a deposit and then 
paid the balance when the development had been completed. 

Last week the government did not provide any answers when we questioned those very things. It did not provide 
any answers at all as to why it paid up-front for that development. We actually gave a reason why the 
government paid up-front: because it wanted to get that project off the ground. The Minister for 
Regional Development denied that last week; he said that was not true. He said that it was not an underwriting 
by the government to get that project off the ground, yet the project manager of Hanssen Pty Ltd has said that he 
knew that stage 2 would never have got a start because the sales on stage 1 were very slow. That is what the 
project manager said. When I put that to the Minister for Regional Development last week, he denied it and 
misled the house. 

Mr D.T. Redman: Rubbish. 

Mr F.M. LOGAN: That is what he did; he misled the house. 

The SPEAKER: Leader of the National Party, you can have your turn. 

Mr F.M. LOGAN: I put it to the house last week that stage 2 of that project would never have gone ahead had 
the government not put that money into the trust account, and other people, including the project manager of the 
Pelago stage 2 development, agree. 

I come back to the issue of the donations that have come to light since this project was completed. We talked 
about this last week, but let us go back and remind the house. On 2 July 2012—less than two weeks after cabinet 
made the decision to put $24 million into the trust account—Hanssen Pty Ltd donated $50 000 to the 
National Party. Hanssen had never given the National Party any money before; why would that occur? 

Mr D.T. Redman: If you say it outside the house — 

Mr F.M. LOGAN: I will put it to you right here and now! 

Several members interjected. 

The SPEAKER: Leader of the National Party, I have been quite lenient with you. I call you to order for the 
second time. Member for Cockburn, I want you to talk through the Chair, thank you. 

Mr F.M. LOGAN: Being interjected upon as I was—I accepted the interjection—I put it back to the 
Minister for Regional Development: did he approach Hanssen for any donations? 

Mr D.T. Redman: No. 

Mr F.M. LOGAN: Did the member for Pilbara approach Hanssen for donations? 

Mr D.T. Redman: I’ve no idea. You’d have to ask the member for Pilbara. 
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Mr F.M. LOGAN: What about the member for North West Central? Did he approach Hanssen for any 
donations? No? Well, we will find out. That is the National Party; both of them have said in this house that they 
did not approach Hanssen for any donation whatsoever, and that is on the record in this house. 

On 21 February 2013, Finbar donated $1 000 to the Liberal Party. Prior to that, and admitted by the Liberal Party 
but not recorded in the Western Australian Electoral Commission’s records, Finbar gave $25 000 to the Liberal 
Party. I assume that that was payment for a meeting or lunch with the Premier as part of the Leaders’ Forum. 
Then on 8 March, the day before the 2013 election, Finbar donated $20 000 to the Liberal Party, and 88 Terrace 
Road Pty Ltd—a subsidiary of Finbar—also donated $25 000 to the Liberal Party. That makes a total of $76 000 
donated by Finbar to the Liberal Party over a very short period, after the decision was made to put into the trust 
account the $24 million that allowed that project to go ahead, as we have seen. 

Did the Premier approach Finbar for any donations? 

Mr C.J. Barnett: No. 

Mr F.M. LOGAN: Does the Premier know whether any of his ministers or any of his Liberal Party colleagues 
approached Finbar for donations? 
Mr C.J. Barnett: Not related to any project, but Finbar have been long-term supporters of the Liberal Party. 

Mr F.M. LOGAN: It certainly has donated once or twice to the Liberal Party. Whether it is a long-term 
supporter is questionable, Premier, but it certainly has made donations once or twice before; $76 000 within a 
12-month period is unusual even by Finbar’s donation standards. 
It is these issues that this government—both the National and Liberal Parties—needs to explain to this house. If 
they cannot, the inquiry that the Leader of the Opposition has called for must be supported by this house. 
Mr C.J. Barnett: If you have an accusation, make it. 

Mr F.M. LOGAN: We do not have to make accusations, Premier. This is about holding the 
Premier’s government to account and getting his ministers to tell the truth to this house, because so far we have 
not been told the truth. When we put it to the Premier’s government that it underwrote this development, his 
government denied it. Now it has turned out that that is exactly what occurred. 

Meanwhile, we have a new story to tell on the whole Pelago development. In this story, the Premier, having 
visited Darwin, saw that the model for apartments in Darwin was great and should be replicated as part of 
Pilbara Cities. In question time he told us that the model for the Pelago apartments was taken from Darwin. 
Mr C.J. Barnett: I have said that several times over the last five years. 
Mr F.M. LOGAN: They were luxury apartments, Premier. 
All I put to the Premier is this: when he had a waiting list with thousands of people on it, hundreds of whom had 
been waiting for over five years, why did he not do something about that? Why did he not use the model to 
house those people? 
MR D.T. REDMAN (Warren–Blackwood — Minister for Regional Development) [3.21 pm]: On behalf of 
the Liberal–National government, I want to respond to these issues. I totally refute the points that the opposition 
has made about any impropriety or any bad decision-making on behalf of this government to address 
a substantial housing crisis—it was described even by members opposite as a housing crisis—in Karratha and 
a number of other Pilbara centres as a product of the significant buoyancy in the resources sector at the time. We 
had to respond to that and we did. What is more, we had a vision for that; we had a vision around Pilbara Cities, 
which was a fantastic initiative. If members talk to anyone in Karratha, or in the Pilbara region, for that matter, 
they will say that it has been a fantastic initiative, and we can see the legacy of that with both government and 
private sector investment. 

I want to get some time lines right, because the strategy that the opposition is using here to put a slur on this 
government and on decision-making is to throw in a little mixture of different time frames so that people are a 
little uncertain about when certain decisions were made and about the time frame for cabinet decisions and for 
signing up to any private sector development. We need to get that right, so let us put that on the table in the first 
instance. I will then talk a little about the market challenge and the fact that there have been some changes over 
the past 12 to 18 months that have impacted upon the Karratha market; there is no doubt about that. Let us start 
with the time lines for different things to ensure that we have all the facts right before we even start to make 
decisions about when things happened. In respect of the two developments in question, which I will call Pelago 
West and Pelago East, Pelago West, with 112 apartments, was opened in May 2012. The state purchased 12 units 
for a total of about $7.5 million. 
Ms R. Saffioti: When? 
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Mr D.T. REDMAN: Hang on; I will come to that in a second. 
Pelago East, with 178 apartments, opened at the end of November 2013. The state purchased 50 units for just 
over $30 million, including consultancy fees. I will deal with the time line for decisions regarding LandCorp 
progressing the expressions-of-interest process to go through any market players that might want to come to the 
table and help the government with its own investment to support the Pilbara Cities vision. It should be borne in 
mind that this is exactly the same process that we have run for a heap of projects within the city, and probably 
even in Cockburn Central, member for Cockburn. The activities of the Department of Housing and LandCorp 
take place around the same sort of process. Government comes to the party with land, cash or some other 
incentive and says, “What can you do with this to deliver an outcome?” A really good example of this is the 
Department of Housing’s One on Aberdeen development in North Perth. Government came to the party with 
$6 million worth of land and got a good outcome all round, with private sector investment. The notion of EOIs is 
not unusual. Let us look at this. Between 22 December 2009 and 23 February 2010, a public EOI was run by 
LandCorp for both lots. Four developers submitted expressions of interest. Finbar Group Ltd was obviously one 
of those. This process finished on 23 February 2010. I am taking legal advice on a question on notice in the other 
place as to whether it is appropriate to make the names of the other parties publicly known, because there is 
obviously a level of confidentiality around the commercial activities there. On 15 March 2010, the LandCorp 
board supported entering into a contract with Finbar for both lots. In March 2010, the decision was made to 
support Finbar entering into a contract for both lots on the basis of an expressions-of-interest process, which, 
I might add, included a probity auditor with oversight for the assessment process. On 8 June 2010, LandCorp 
executed the contract of sale with Finbar. That is the time line for Finbar, through a publicly open  
expressions-of-interest process, to access the land in question. 

I will now deal with the time line for the purchase of 50 lots in Pelago East. On 12 March, cabinet approved an 
amount of $355 million as a housing for workers fund under the royalties for regions program. That amount was 
to be used to try to tackle the high cost of housing and the lack of accommodation for key service workers right 
across regional Western Australia. 

Ms R. Saffioti: When was that—what year? 

Mr D.T. REDMAN: That was in March 2012. It was a cabinet-approved decision around a program under 
royalties for regions to address the challenge of accommodation for workers, as well as for government 
employees and the like. In that program, the first theme was a development theme. It specifically set out a key 
objective to invest in housing developments that can be completed quickly to deliver affordable housing options 
for key workers. That was a key objective in a government-initiated policy setting, using royalties for regions 
money, for a $355 million housing for workers strategy. That was in March 2012. That decision to have 
a platform for investment into these sorts of issues to deal with a housing crisis was made after, in fact, the 
decision to have Finbar as the preferred proponent for the site at the end of the main street in Karratha. 

In June 2012, cabinet approved the purchase of 50 units in Pelago East. Thirty units were for Government 
Regional Officers’ Housing, 10 units would be sold on the market at full value, and 10 units would be sold via 
shared equity. For the benefit of the public, shared equity provides the capacity for those who cannot afford to 
buy into the market to get a low-deposit loan through Keystart to then buy into shared equity. I am saying that it 
fits the state’s housing affordability strategy—exactly the same as what happened in the city. That was in place. 

The opposition made a point about whether the government used that to underwrite the project. Underwriting 
means taking risk in a project development. Government chose to purchase 50 units. There is no doubt—this is 
how project development works—that when companies want to build an apartment complex, they seek pre-sales 
of those apartments to be able to get to the point of making a financial decision. That happens. 

Mr P. Papalia: People pay a deposit; they don’t pay the entire cost up-front, you idiot! 

The SPEAKER: Member for Warnbro, I have called you to order twice; and I do not want to hear from you, 
member for West Swan. 

Withdrawal of Remark 

Mrs G.J. GODFREY: The member for Warnbro called the minister an inappropriate term. 

The SPEAKER: I never heard what he called the minister. He is pretty tough. Minister, carry on. 

Debate Resumed 

Mr D.T. REDMAN: This government is not resiling from the fact that a decision by government to purchase 
units in the Pelago East development would have expedited that project; there is no doubt about that. We are not 
taking risk. We have a requirement to deliver housing for government workers. If we had not, the opposition 
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would have made the call that, “We don’t need to worry about government workers. We’ll find a spot for them 
up there.” Opposition members do not understand regional Western Australia. That decision was made, and 
cabinet approved it in June 2012. In October 2012, the state signed the deal to buy the units, and there were 
deposits and all the settlement processes that followed that. In November 2013, there was settlement of the 
50 units, and the Pelago East construction was completed. In February 2014—I will make this point now—the 
Department of Housing approved and announced the sale of 29 units, 10 at full market value and 19 shared 
equity units, and GROH retained 21 units.  

A decision was made in June 2014, following some shift in the market, about the blend of what those units 
should be used for. I am sure that the Minister for Housing will talk about the building going on in the new 
health facility in Karratha and the impact that will have on workers, and therefore some of the shift that is 
happening in the market for the accommodation of health workers. Those are the decision-making time lines. 
The critical point out of that is the decision that Finbar be the preferred proponent was absolutely separate from 
any decision to purchase units in the second stage. Government laid out a platform in royalties for regions and in 
the housing the workers’ program to address the challenge of housing affordability and the workers’ challenges 
in those communities. On the back of that, we made a decision to invest in Pelago East. That has clearly 
expedited that development and has brought leveraged private sector investment into the marketplace. The 
outcome—prices have come down and we are struggling to sell something—is really good for government and 
the people who live in Karratha because, for the first time, we are starting to see some normality come into the 
market. This government has played a key role in trying to deliver that. 

Let us remember that in June 2012, when cabinet made the decision to purchase 50 units, the average weekly 
rent in Karratha was $1 500 a week. We could be having a very different debate here. Had we not made those 
decisions, had we not laid out a platform for how to invest in housing affordability in regional Western Australia 
and a strategy to deal with service workers in regional Western Australia, we could be sitting here talking about 
rents that are still $1 500 a week. What would the opposition have been calling for? They would have been 
calling for us to do something about it. 

There are two key issues. The first is the role of government in the marketplace, and I will talk later about the 
second one—Chevron. The opposition argues that government has an inappropriate link to and role in the 
marketplace. I absolutely deny that. 

Ms R. Saffioti: It stinks and it’s corrupt. 

Mr D.T. REDMAN: Absolutely not. 

Withdrawal of Remark 

The SPEAKER: Member for West Swan, I think you should withdraw that comment “it’s corrupt”. 

Ms R. SAFFIOTI: Mr Speaker, sorry to challenge your ruling, but last week you said it is okay to say 
“it’s corrupt”. You said it was within the standing orders. I said, “it’s corrupt.” You said that was okay last week. 

The SPEAKER: From what I understood, you said “it’s corrupt”, and I do not accept it. Withdraw that, please. 

Ms R. SAFFIOTI: I withdraw. 
The SPEAKER: Thank you very much. 

Debate Resumed 
Mr D.T. REDMAN: Another point that has been made in this debate is: what is the return to the taxpayer for 
these investments? I will tell members what the return to the taxpayer is—it is housing and units for government 
employees. Not many members opposite live in country Western Australia, but when we talk about government 
workers going into — 
Several members interjected. 
The SPEAKER: Member for Albany and member for Armadale! 

Mr D.T. REDMAN: One return to the taxpayer is housing for government workers who live in regional 
Western Australia. Why would that not be a sound investment for taxpayers? The opposition made the point that 
there is a poor return to the taxpayer. We are talking about the market challenge of dealing with what has 
happened in a part of Western Australia that, quite frankly, has had market failure. We are also talking about 
a return to the taxpayer around housing affordability—a shared equity opportunity—for the first time. They have 
not been taken up as quickly as we would like but it is a great outcome for places such as Karratha to have 
available to the marketplace a shared equity option in the order of $230 000 to $240 000 using a Keystart loan 
arrangement, which is a low-deposit loan, to access the market. That has never been available in Karratha before. 
That is off the back of a lot of heat in the marketplace. 
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Let us not underrate this. The opposition will call it underwriting—it is not underwriting. There is no doubt that 
making an investment by purchasing units in the Pelago East development expedited that development. By doing 
that, we brought to market, on top of our purchase, another 124 units, which the private sector invested in. We 
are not going to build accommodation in regional Western Australia, or in fact in the city, without private sector 
investment. Government needs to play a role in trying to bring private sector investment to the table to ensure 
that we get outcomes that can be used to support normalising the market, in this case, so that those who live in 
that part of the world can access fair levels of rental and purchasing price. 

I want to spend a little time on the Chevron decision and go through exactly what was presented to me and the 
process in my mind about making those decisions, and the meetings I had with Chevron. In about March or April 
this year—it might have been early April—I received a letter from Chevron seeking my approval as Minister for 
Lands to adjust the lease arrangements for Chevron workers on Barrow Island. There had been accommodation 
problems there for about an 18-month period. It wanted to locate them within Gap Ridge, which is owned by the 
Woodside joint venture. Chevron wanted to access that and needed my approval to do it. It also wanted to access 
a site near the Dampier Peninsula, which is also owned by the Woodside joint venture, to accommodate 200 to 
300 workers working on administrative-type activities. I can only imagine a bunch of computers and desks, and 
people working there. Chevron came to me with that request and wanted that to start in May. I received the letter 
in either late March or early April. Two things were clear to me: the accommodation of workers and the 
commercial activities. I had a couple of meetings with Chevron. I asked the company whether it had exhausted 
its choices to locate the commercial activities—that is, the offices and the computers and the like for 200 to 
300 workers—in the CBD of Karratha. That would have included Pelago because there is commercial space at 
the bottom of both Pelago buildings. There are also a number of other areas with commercial space in Karratha. 
I did that on the back of the local government requesting that I consider that. I will quote from a letter dated 
8 May 2014 from Chris Adams, the chief executive officer of the Shire of Roebourne, now the City of Karratha. 
I quote a couple of lines — 

The Shire’s preference is for Chevron to accommodate its offices in leased commercial floor space in 
the Karratha City Centre. 

At the end of that paragraph, it says — 

There is currently a considerable amount of available commercial floor space in the City Centre that is 
likely to be suitable for Chevron’s purposes. 

I quote another paragraph from the bottom of the first page — 

There is currently an oversupply of commercial TWA beds around Karratha. Given the 
Shire’s objection to Woodside’s Gap Ridge TWA competing in the local TWA market, the Shire would 
strongly prefer Chevron to negotiate with Karratha-based commercial TWA operators to accommodate 
its workers rather than accommodating them in Woodside’s Gap Ridge TWA. 

… 

Obviously if Chevron is allowed to accommodate its workers in Woodside’s Gap Ridge TWA and 
operate from Woodside’s vacant offices on the Burrup Peninsula, any such potential benefits would be 
substantially reduced. 

I did two things. Firstly, I asked Chevron whether it had exhausted its commercial opportunities in the CBD of 
Karratha to locate its office premises there. At no stage did I make comments—as was quoted in the paper—
around buying units. This was a short-term arrangement. I was told this was to happen for a maximum of 
18 months. Whether it is accommodation or commercial, it was never going to be a buying option for Chevron; it 
was always going to be leased premises. There is no doubt that 200 to 300 workers could not be accommodated 
in the city centre. The accommodation would have been located in other privately owned transient worker 
accommodation in and around Karratha. I asked Chevron to exhaust all those options and I think that is the right 
thing for the Minister for Regional Development to do. I was not touting for anyone to purchase any particular 
group’s apartments. In fact, I did not tout purchasing property at all. I was talking about leased premises at 
commercial rates, obviously, for commercial activities. Right now, the outcome that was signed off on by me is 
lost to Karratha’s CBD. The strongest argument that Chevron had for me was that it was a short period—it was 
18 months—and because it was an 18-month period, it had commercial objectives to reach. I signed off on it; 
I was not that happy with it, but I signed off on it. However, at no stage did I use that as an argument to leverage 
anyone to make any purchase incentives in town. 

I made the point—I will make the point consistently with any resource sector company—that if the company is 
involved with those communities, of course we want it to make choices to invest in those communities. The 
government has made significant investments and other private sector entities have made significant investments 
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in these communities, and by having strong support from the resource sector—there is strong support—we can 
grow and build regional Western Australia and we can bring forward and deal with the vision that we have for 
the Pilbara, and that is to have cities of 50 000 plus people in the next 30 or 40 years. 

I absolutely refute the points that members of the opposition have made. It is interesting that they do not make 
those claims outside the house; they make them in this place under privilege, so they have nothing in terms of 
anyone making the wrong decisions. 

Several members interjected. 

The SPEAKER: Members! 

Mr D.T. REDMAN: We have laid out a vision and a platform for investment supporting service workers. Out of 
that platform, we have also made decisions about how we will leverage private sector investment. 

Mr P.B. Watson interjected. 

The SPEAKER: Member for Albany, I call you to order for the second time. 

Mr D.T. REDMAN: In closing, I absolutely refute the points that members of the opposition have made. We 
think we made really good decisions in trying to deal with a very heated market. The fact that we are discussing 
rents and prices that are considerably lower than they were is a really good outcome, because we have finally got 
a bit of normality back into a market that was extremely high. 

MR W.R. MARMION (Nedlands — Minister for Housing) [3.41 pm]: I rise to speak against the motion 
raised by the opposition and basically put some further facts on the table about the background and the time line, 
which the Leader of the National Party outlined quite well. I confirm the dates that he mentioned. The 
background is that there are two Pelago developments. As the member said, Pelago West was opened in 
May 2012. It has 112 apartments and the state purchased 12 units. 

Ms R. Saffioti: When? 

Mr W.R. MARMION: The price was $7.357 million. 

Ms R. Saffioti: When? 

Mr W.R. MARMION: It was opened in May 2012, but I do not have the exact date that the $7.357 million was 
handed over. 

Ms R. Saffioti: When? What was the date? 

Mr W.R. MARMION: Pelago West was opened in May 2012. That is the date I have. 

Ms R. Saffioti: Yes, but when did you buy the Pelago West apartments? 

Mr W.R. MARMION: I do not have that information in front of me. 

Several members interjected. 

Mr W.R. MARMION: I do not have the exact date. The state purchased 12 units for a total of $7.357 million at 
an eight per cent discount. Ten apartments were leased in November 2011, before the Pelago West lease 
arrangements were completed; hence, the higher price of nearly $1 500 a week for those apartments. 

Ms R. Saffioti interjected. 

The SPEAKER: Member for West Swan! 

Mr W.R. MARMION: I do not have much time to get through this, Mr Speaker. I am on only the first line of 
about 20. 

Pelago East was opened at the end of November 2013. It has 178 apartments and the state purchased 50 units for 
$29.676 million, which was a 15 per cent discount on the listed price of the units, plus some consultancy fees. 

I will give a bit of background about the cabinet approval around this. In March 2012, cabinet approved the 
housing for workers fund, which was a $355 million fund. In June 2012, cabinet approved the purchase of the 
50 units at Pelago. A business case went to cabinet explaining that there was a housing crisis, the prices were 
high, the market had collapsed, rents and purchase prices were high and, indeed, there was demand for 
Government Regional Officers’ Housing houses. As I mentioned last week during debate on the matter of public 
interest, at exactly the same time, the WA Country Health Service, which has about 1 000 employees, as 
I mentioned during question time, was looking at transferring all its stock to GROH stock. Negotiations were 
being undertaken between the Department of Housing and the WA Country Health Service for GROH to take 
over all its properties. Indeed, it had expressed at the time a need for about 30 apartments for nurses, doctors and 
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health professionals, and the business case that went to cabinet indicated that there was a market for that. That 
was part of the reason that the business case was put forward. As it transpired, negotiations between 
WA Country Health Service and GROH fell through because it was not prepared to pay the administrative costs. 
Nevertheless, there was a demand by health workers, but I will put that aside. 

A proper case was presented to cabinet and it was ticked off, and it was agreed that we would purchase 50 of the 
178 units—fewer than one-third. In October 2012, the state signed a deal, if members are interested and do not 
interject — 
Ms R. Saffioti interjected. 
The SPEAKER: Member for West Swan! 

Mr W.R. MARMION: The member for West Swan might be interested in this next point. Members opposite 
have interjected on me so many times that they keep distracting me; in fact, the member for Albany interjected 
so many times during debate on the last MPI that he missed a whole lot of information that might have been 
useful to him. I am trying to leave a few minutes for the Premier. 

In October 2012, the deal was done and it was agreed that an 80 per cent deposit would be put forward, with 
20 per cent on settlement. The important point about the 80 per cent deposit is that it was put into a trust account, 
which I have been advised is not an uncommon event in the property development sector. No funds were 
transferred to the developer until settlement, when the units were handed over. 

Mr F.M. Logan interjected. 

The SPEAKER: Member for Cockburn! 

Mr W.R. MARMION: There was never any risk to the government’s money because the money was always in 
a trust fund. That was in October 2012. The units were eventually completed in November 2013. When they 
were completed, settlement occurred and we had the units. That is the background. As I said, the original plan 
was for 30 units to go to the WA Country Health Service, 10 were to be for shared equity and 10 were to be sold 
at full market value. As we know, the property market went down over that time. Members opposite mentioned 
the current price of real estate. I looked at my mobile phone straightaway and found that the price of the first 
nine houses listed on realestate.com.au range from $910 000 to $560 000. 
Mr D.J. Kelly interjected. 
The SPEAKER: Member for Bassendean, I call you to order for the second time. 
Mr W.R. MARMION: But there is also property priced from $235 620 to $434 000. The cheapest ones are at 
Pelago East. As the member has outlined, the business case indicated that we needed to supply affordable units 
for workers. The GROH program rentals at Pelago East cost $900 a week, because the market has come down. 
Mr F.M. Logan interjected. 
The SPEAKER: Member for Cockburn! 

Mr W.R. MARMION: That is a benefit to government agencies, as they no longer have to pay $1 500 a week 
for units or other houses, which was the market price at the time the lease arrangements were done. The market 
price has dropped, so now the lease price is around the $900 mark. Indeed, the current prices will be reviewed 
when the contract is due. 
I make the point that we are supplying houses in Karratha at well below the market rate. Indeed, with 
SharedStart, people can get in for $235 000 with 60 per cent ownership. I will finish on the point that the 
business case recommended that we invest in and purchase these 50 units, and we did. 

MR C.J. BARNETT (Cottesloe — Premier) [3.50 pm]: Members on this side have made it clear that we had 
a clear policy of developing Pilbara Cities, and bringing on high-rise apartment developments. We did so to 
increase the supply and choice of housing and to bring the price down in a very heated market. The decision of 
the state government to purchase the apartments was to supply accommodation to its own employees—we will 
be doing that, and we have already done it—and also to take the heat out of the market, which was a major 
constraint on people working in the area. 

The government did not underwrite the project. It did not take project risk at all. We bought units, which made 
the project viable, so that it went ahead. Underwriting is taking project risk. All the government did was take the 
normal price risk on buying a property, like any other citizen or company. The price can go up or down; that is 
not underwriting. If members opposite do not understand that, I suggest they go back and do finance 101. 

This motion calls for an inquiry under section 24H of the Public Sector Management Act. When this government 
passed the Public Sector Reform Act in 2010, it did two things. Firstly, it established the Public Sector 
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Commission and, secondly, it introduced the capacity for the Public Sector Commissioner to arrange a special 
inquiry, either on his own initiative or at the behest of the minister, who happens to be me. It is quite clear in that 
legislation that the powers of the commissioner in relation to special inquiries are limited to inquiry into the 
actions of public sector bodies. The Pelago apartment transactions were policy decisions made by the minister 
and by cabinet, not by public sector bodies. I make it very clear that the commissioner does not have the power 
to inquire into or investigate the decisions of a minister or cabinet. 

The opposition’s motion is fundamentally flawed; this cannot be done under the Public Management Act. If the 
opposition cannot even get that right, all it has is innuendo and supposition. It could not even pick the body that 
could inquire into this matter. It did not even get that right. There has been no evidence of improper conduct. The 
opposition may disagree with the policy decisions and with the decisions of the minister, but all it has is 
supposition and innuendo. It has produced no evidence of improper conduct. If it can do so, and it chooses to 
give it to me, I will act upon it. 

MS R. SAFFIOTI (West Swan) [3.53 pm]: Again, we see absolutely no real defence of a shonky deal by the 
government. The facts are there. There are 28 apartments sitting there empty. The Premier said that state 
taxpayers had no risk. There are 28 apartments, owned by taxpayers, sitting there empty. Time and again we 
have asked the minister what the strata fees are. He could not even give us those today. I urge the minister to 
table those by the end of this session, because I believe they are over $200 000. Strata fees alone for those empty 
apartments are over $200 000. 

Let us go through the time line. The minister said that the land was sold to Finbar in 2010. Did the minister tell 
all prospective bidders that the government was going to buy 62 units at the top of the market? Did he tell all the 
bidders that, when he sold the land? No, he changed the rules as he went along, and that is as bad as it gets. The 
minister did a deal with his mates, and that is as bad as it gets. He did not tell all the bidders that he was going to 
purchase 62 apartments. 

Let us go through the time line again. In March 2912, the minister made the commitment of $300 million. When 
did he buy Pelago West? He could not give me that answer. From Landgate, I saw that it was May 2012. Then in 
June, the government purchased another 50 apartments. Within three months the government purchased 
62 apartments at the top of the market—within three months leading up to an election. We all knew that 
Pelago West was not selling, because that is what the developers said. Pelago West was not selling, so the 
minister purchased the last units, and bankrolled—underwrote—Pelago East. The state taxpayers took the risk. 

Several members interjected. 

The SPEAKER: This debate has been well within good debating rules so far, so I do not want to hear from the 
Leader of the National Party. 

Ms R. SAFFIOTI: The state taxpayers took the risk, because 28 apartments are sitting there empty. The 
minister stood and talked about the great benefits of shared equity. The apartments have been on the market 
since February. If they were such a good deal, they would have been sold by now. The minister talked about the 
business case. We know what the business case was. The government was going to buy 50, and 30 were to go to 
the WA Country Health Service, but that completely fell away within a couple of weeks. Everything the minister 
said is absolutely wrong. 

The Liberal Party always uses the defence that the president of the National Party in the Pilbara is a good bloke 
so it is all okay. He is a National member and a good bloke, so it is all okay. That is not a defence for a shonky 
deal that the government has not been able to explain away. Everyone in this town knows what happened. 

Division 
Question put and a division taken with the following result — 
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Ayes (17) 

Ms L.L. Baker Mr F.M. Logan Ms M.M. Quirk Mr P.B. Watson 
Dr A.D. Buti Mr M. McGowan Mrs M.H. Roberts Mr D.A. Templeman (Teller) 
Mr R.H. Cook Mr M.P. Murray Ms R. Saffioti  
Mr W.J. Johnston Mr P. Papalia Mr C.J. Tallentire  
Mr D.J. Kelly Mr J.R. Quigley Mr P.C. Tinley  

Noes (30) 

Mr P. Abetz Mr J.H.D. Day Mr R.S. Love Mr J. Norberger 
Mr F.A. Alban Ms E. Evangel Mr W.R. Marmion Mr D.T. Redman 
Mr C.J. Barnett Mr J.M. Francis Mr J.E. McGrath Mr A.J. Simpson 
Mr I.M. Britza Mrs G.J. Godfrey Mr P.T. Miles Mr M.H. Taylor 
Mr G.M. Castrilli Mr C.D. Hatton Ms A.R. Mitchell Mr T.K. Waldron 
Mr V.A. Catania Mr A.P. Jacob Mr N.W. Morton Mr A. Krsticevic (Teller) 
Mr M.J. Cowper Dr G.G. Jacobs Dr M.D. Nahan  
Ms M.J. Davies Mr S.K. L’Estrange Mr D.C. Nalder  

            
Pairs 

 Ms J. Farrer Mrs L.M. Harvey 
 Ms S.F. McGurk Dr K.D. Hames 
 Ms J.M. Freeman Ms W.M. Duncan 
 Mr B.S. Wyatt Mr R.F. Johnson 
 

Question thus negatived. 
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