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SMALL BUSINESS COMMISSIONER — BUILDING MANAGEMENT AND WORKS —  
CONSTRUCTION SUBCONTRACTOR INVESTIGATION 

Statement by Minister for Finance 
DR M.D. NAHAN (Riverton — Minister for Finance) [12.04 pm]: I am pleased to release the Small Business 
Commissioner’s report on the construction subcontractor investigation, which examined the extent of 
subcontractor non-payment on construction contracts administered by the Department of Finance’s Building 
Management and Works division over the period October 2008 to October 2012. The commissioner identified 
110 subcontractors claiming losses of $8.1 million on BMW contracts following the insolvency of seven BMW 
pre-qualified head contractors. The commissioner noted that non-payment issues extended to the whole 
construction industry, with another 69 subcontractors coming forward during the investigation claiming losses of 
an additional $6.5 million from non–BMW administered contracts, such as local government and private school 
projects. The report noted that BMW’s workload was doubled as a result of the federal government’s Building 
the Education Revolution stimulus package and that there was a significant downturn in the industry once the 
stimulus package ended, which contributed to the insolvencies. All the commissioner’s recommendations are 
supported by the government and will be implemented, as they will improve BMW’s processes, provide greater 
protection for subcontractors and pave the way for a more robust building and construction industry. Although 
the government acknowledges that it bears no legal liability to any subcontractor for losses sustained as a result 
of head contractor insolvency under a BMW contract, the state government does recognise that subcontractors 
who have come forward during the investigation have suffered hardship. As a result, I am pleased to announce 
that the state government will establish a $5 million ex gratia fund to provide relief for the 110 subcontractors 
identified in the report who were caught up in the insolvencies of the seven BMW head contractors. The fund 
will be administered by RiskCover, and affected subcontractors will be entitled to receive 50 per cent of their 
verified claims, less any reimbursements subcontractors may have already received. I have instructed BMW to 
commence a trial of project bank accounts on a range of its contracts. Project bank accounts have trust status and 
as such, project funds are quarantined from insolvency issues. Project bank accounts have been used successfully 
in the United Kingdom and are being trialled in New South Wales. They are a significant initiative. In addition, 
we will instigate a review of the Construction Contracts Act 2004 to enhance the existing security of payment 
measures and rapid adjudication process, and we will increase educational resources to ensure that industry 
participants are better aware of their rights and responsibilities in payment disputes. The state government 
acknowledges that these changes will not prevent head contractor insolvencies from occurring in the future. 
However, they will provide better protection to subcontractors who play such a vital role in our state’s 
construction industry. 

[See paper 419.] 
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