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ALBANY, BUILDING INDUSTRY 
Grievance 

MR P.B. WATSON (Albany) [9.39 am]:  My grievance is to the Minister for Consumer and Employment 
Protection.  I recently attended a meeting of builders in my electorate of Albany.  The Deputy Leader of the 
Opposition, the shadow Minister for Small Business, was also there.  I had hoped he would raise these issues in 
Parliament, because he came to Albany especially for our meeting, but unfortunately he has not passed these 
concerns on to anyone. 

Builders have grave concerns about how indemnity insurance is impacting on their livelihoods.  The main point 
is that builders in my electorate of Albany query why they have to pay indemnity insurance at all.  It is paid out 
only on death, bankruptcy or when a builder shoots through, and most builders are paid only after the job has 
been finished.  One suggestion is that consumers who do not want indemnity insurance could sign a disclosure 
form.  If this practice were introduced, the Builders Registration Board of WA could be toughened up so that 
inspections of houses are done in stages, such as when the pad is put down or framework erected.  
Mr J.L. Bradshaw:  Why did you not support our legislation earlier in the year?   
The SPEAKER:  Member for Murray-Wellington!  
Mr J.L. Bradshaw:  He is a hypocrite! 

Withdrawal of Remark 
The SPEAKER:  I ask the member for Murray-Wellington to withdraw that remark.  
Mr J.L. BRADSHAW:  Mr Speaker, he is a hypocrite.   
The SPEAKER:  The member will withdraw that remark now or I will name him.   
Mr J.L. BRADSHAW:  I withdraw it.  

Debate Resumed 
Mr P.B. WATSON:  I am only passing on the concerns of my constituents.  I am not saying that they are right or 
wrong.   
Another major problem in Albany concerns apprentices.  Six or seven apprentices will leave Albany this year.  
Apprentices are the lifeblood of the future building industry in our region.  None of the project builders in our 
area employs apprentices.  Subcontractors do not employ apprentices.  If we do not look after our small builders, 
no young local builders will come out of our region.   
I will outline some of the points that have been raised by builders in my area.  The problems builders face are not 
so much to do with the inability to obtain insurance but, rather, the restrictions that are placed on them.  At 
present only two insurance companies provide indemnity insurance.  One is Sun Alliance and the other is 
Reward Insurance Ltd.  Sun Alliance requires equity of 10 per cent of the turnover limit given to builders.  The 
information I have received is that Reward Insurance Ltd requires 20 per cent.  This equity requirement applies 
to companies, partnerships and sole traders alike, and is causing concern to many builders, especially those who 
operate under a company structure.  A recent case in the local papers was that of a company that has operated 
successfully for more than 10 years, has won more awards than any other builder in the town, and which now 
has been told that it cannot build more than $1.3 million worth of projects in a 12-month period.  That company 
previously turned over $4 million worth of work.  Another problem with indemnity insurance is that the turnover 
limit imposed on builders relates to the amount covered by the certificates that are issued in any given 12-month 
period.  These projects do not come off the insurance list until 12 months after they are issued, even if a project 
is completed in six months.  This results in the builder being restricted even further.  In other words, the 
$1 million turnover effectively gives the builder only $600 000 or $700 000 in turnover each year.   
There are other problems.  When a builder is given a profile, restrictions are placed on the type of construction 
that can be undertaken.  For example, he can undertake $200 000 worth of work on units, $300 000 on additions 
and $500 000 on new homes, with the maximum value of one construction being $200 000, regardless of 
whether the builder has previously undertaken bigger projects.  When a builder goes through a reassessment and 
states that he does work for architects, he is required to produce references from architects and engineers and 
state the start and completion dates of projects.  It is like applying for builders registration all over again.  One 
would think that, to be eligible to do tender work for architects, the builder would have a good reputation and 
experience.  When a builder goes through a bad year, it will be hard to make it up in the following year because 
his equity, and, therefore, his turnover profile, have been reduced.   
The amount of equity required and the restrictions placed on builders have almost made the insurance risk free, 
so why is there a need for insurance?  The Government has underwritten any payout over $10 million for 
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insurance companies, which will greatly assist many large builders.  With the 10 per cent equity requirement and 
the maximum liability of insurance companies set at $10 million, smaller builders feel that their eligibility 
criteria is not equal.  Although help and assistance seem to be given to the large builders, none is given to the 
small builders.  Many builders have been given builders registration by the government-appointed board.  They 
met the required criteria and were given an unrestricted licence.  However, insurance companies are now 
restricting their trade.  Previously, builders were able to have a certain turnover.  They are now restricted, some 
to the point of being unviable.  Conflicting reports and information often come from insurance companies.  Very 
little communication occurs directly between builders and insurance companies.  Unwarranted delays are 
experienced in getting profiles, eligibility and assessments, with some taking months to complete.  At present, it 
takes 12 weeks for the insurance company to complete a new application.  There are only two insurance 
companies, which means that there is no competition.  Therefore, the insurance companies are able to dictate 
terms and impose restrictions without being challenged.   

The builders provided me with 10 points at that meeting.  They ask why indemnity insurance is needed, because 
most builders are not paid until the job is finished.  They want the Builders Registration Board to be toughened 
up, and for builders to be able to underwrite themselves.  They were concerned about apprentices in the region.  
They said that on a $200 000 project, large builders pay $240 for indemnity insurance while small builders pay 
$1 000.  Albany is different from the city; there are a lot of small builders down there.  Albany does not have any 
of the major builders, so the lifeblood of the local industry is the small builders.  They feel that they are caught 
up in the net set for Mansard Homes, and that this is stopping small businesses from making a living.   

MR J.C. KOBELKE (Nollamara - Minister for Consumer and Employment Protection) [9.46 am]:  I thank the 
member for Albany for raising this important matter, but in the time available I do not think I can do justice to 
the many important questions he asked.  I will try to pick up the main points, and will perhaps follow through 
with correspondence or other means to help provide more detailed answers to some of those questions.   

The member raised the concern of builders in his area about why home indemnity insurance is needed.  I am 
firmly of the view that we need home indemnity insurance.  Representatives of the Builders Registration Board 
of WA recently attended an international conference in Canada, and looked at the experiences in other parts of 
the world.  I note from the report that Norway could not send representatives to the conference because they had 
a major problem, which they stayed in Norway to fix.  Australia is not the only country that has these concerns.  
There have been major problems in the building industry in other countries.  In the Canadian Province of British 
Columbia, the cost of repair work to houses that experienced major problems was $1.5 billion.  The funds in that 
Province fell over and the Government had to introduce a loan scheme to try to help, because there were major 
problems in the building industry in that area.  I am convinced that we need home indemnity insurance.  Before 
the collapse of HIH Insurance, builders were also convinced that it was needed, not only to protect consumers 
but also because it was good for the industry, as it got rid of the cowboys and helped maintain standards.  Of 
course, with the collapse of HIH Insurance and the problems in the insurance industry, many people are 
reconsidering that.  However, if we can get through those problems, we will find strong support for it.  The 
review by the National Competition Council indicated that there was a need for this type of insurance.   

That leads to another point the member raised: why make home indemnity insurance compulsory instead of 
making it a voluntary scheme?  It is a voluntary scheme in some parts of the world.  That sort of scheme can be 
run with some success in a different way, and there can be a fairly high uptake.  I do not have time to go through 
all the provisions that are attached to those schemes to try to make them work.  Home indemnity insurance is 
compulsory in Western Australia, as it is in most States of Australia.  The same rule should apply to everyone.  
Home indemnity insurance gives consumers the guarantee that there is something standing behind them if they 
run into problems.  Fortunately, few people run into problems with builders who go bankrupt or disappear, but 
those problems do occur.  Members might recall the major collapse of Mansard Homes 10 years ago.  
Unfortunately, that sort of thing occurs from time to time.  When it does, Governments are required to step in 
and help.  The industry requires that.  Home indemnity insurance provides a backstop when major problems 
arise, and helps when small builders go under and leave work unfinished or when they cannot carry through their 
liability on parts of the work, such as with completion or repair.  There is a strong case for home indemnity 
insurance being mandatory.   

The member for Albany also raised on behalf of builders in his area the issue of doing more to tighten up 
builders registration.  I agree that it can be examined, but it would not provide an immediate panacea.  If we 
tighten that up, some builders will not be happy, because their registrations may be withdrawn.  It is a matter of 
limits.  We have to talk to the industry about the financial limits we can put on a builder as part of that tighter 
regulation, otherwise it will not mean anything.  While I see some benefit in going down that road, I would 
proceed slowly and only in consultation with the industry, because it is not a panacea and there will be some pain 
in how it works.   
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I commend the member for Albany for raising this important matter and, more importantly, for taking the time to 
listen to the builders in his area and conveying their comments to me by speaking to me personally, 
corresponding with me and raising the matter today as a grievance in this Chamber.  Through members such as 
the member for Albany bringing that information to the Government, the Government feels it can do something 
to help those builders.   

Some builders have told me that they do not have a problem and things are going well; these are small builders, 
not big builders.  I have two cousins who own their own building companies.  One of them has said that the 
Government should stick by its policy because it is the best thing for the industry.  He is a very small builder, 
employing four or five people.  It is okay for him.  He has his place in the market; he has a good reputation.  He 
is cashed up and he does not have a problem.  However, many builders are having problems.  The difficulty is 
how to discern the builders who are having problems because they are a bit shaky and do not have any assets 
behind them, and those sound, good, reputable builders with strong and long reputations who are having real 
problems.  A builder came to me saying that he was having trouble with indemnity insurance; I will not disclose 
the name.  When I looked into the issue, I found some press cuttings that showed he had been involved in 
controversies around town with companies going under and millions of dollars being lost.  He wonders why he is 
having trouble with indemnity insurance!  How do we discern the cases that we should take a tough line on and 
the good builders who are being treated severely and do not deserve it and should be able to get on with their 
work?  Through the efforts of the member for Albany, and other members who have come to me, the 
Government is happy to take up the cases of these builders and put pressure on the insurers.   

The problem is that we do not have a competitive housing insurance market.  One insurer covers something in 
the order of 90 per cent of the market.  We need to bring these cases to that insurer to point out that the limits it 
sets or the types of surety it requires from the builders are over the top.  In some cases that have been brought to 
me by builders, it appears to me - I am not the expert - that the insurer is not carrying any of the risk for the 
builders.  The insurer requires so much surety from some builders that the surety would cover 90 or 100 per cent 
of the cost if there were a problem.  If a builder has a good reputation, I do not think that is fair; it reflects the 
fact that we do not have a competitive marketplace.  The legislation, which we hope the other place will deal 
with fairly quickly, will allow for mutual schemes, which is one way of allowing competition into the system.  
The Master Builders Association, or some other group, can set up an insurer through the use of a mutual scheme 
to provide competition in the market.   

I thank the member for Albany for raising this issue.  I hope he continues to bring examples to the Government.  
When he provides specific examples, we will take those examples up with the insurer to try to get a better deal 
for the builder. 
 


