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HOUSING INDEMNITY INSURANCE 
Grievance 

MR MARSHALL (Dawesville) [9.19 am]:  My grievance is directed towards the Minister For Consumer and 
Employment Protection and relates to housing indemnity insurance for small builders.  The Government has 
finally put together a scheme that will relieve some of the pressure on builders, particularly the larger companies 
such as BGC Pty Ltd, Dale Alcock Homes Pty Ltd and J-Corp Pty Ltd.  The Government’s scheme - which was 
originally suggested by the Opposition last August - is a long-term measure, and it will be some time before it 
comes into operation.  I praise the Government for acknowledging the problem and for finally trying to do 
something about it.  In conjunction with Jardine Australian Insurance Brokers, the Master Builders Association 
will create a cover scheme to which builders will contribute, and this group will underwrite $2 million worth of 
risk.  Eight million dollars worth of risk will be underwritten by a different insurer - which has yet to be found - 
and the Government will cover risk over $10 million.  This is a good move; however, the time it will take to 
implement it concerns me.  I would like to know what the Government will do in the short term.  Last week 
builders in Mandurah protested about the lack of consideration this Government is giving to their concerns.  
Such was their despair and concern about their futures that 25 builders marched in town.  That activity was 
subsequently reported on the front page of the local paper.  Builders do not often act collectively, so by getting 
together like that they emphasised how worried they are.  The report on the front page of one of our local 
community papers conveyed that concern to not only the industry but also the whole community.  That is why I 
am speaking today.   
Building is one of Mandurah’s major employment performers.  We all know that the Peel region is the fastest-
growing region in Australia, and that Mandurah’s population has blossomed from 20 000 to 50 000 over the past 
15 years.  Many new subdivisions and buildings are being constructed everywhere in Mandurah.  They cater for 
all levels of the building industry: the $80 000 to $120 000 first home buyer-type houses, the $250 000 to 
$300 000 houses, and the luxury houses being built on the canals that are worth over $600 000.  It is evident that 
the people in Mandurah are concerned about the lack of interest this Government is showing in small builders.  I 
believe this has gone on for too long.   
I have received a number of despairing calls from local builders, and last week I asked a few of them to send 
faxes.  I will read to the House excerpts from those faxes to emphasise the concern of the small builders.  The 
first is from Great Living Homes -  

We wish to protest in the strongest manner that help has been given to 3 large project builders and not 
to small builders such as ourselves.   

. . .  

I have 7 weeks work to start and then no cover left, as a result:   

1. In May 2002, 2 people have already lost their jobs as sales consultants,  

2. 9 clients can’t get indemnity insurance,  

3. at least 2 of my employees will have to lose their jobs in a few weeks time,  

4. the others will follow between now and November, if no cover is granted.   

5. Our company will make virtually no profit during the period March 2002 and October 
2002 as we set our budgets and planned for this limit but have been unable to 
continue, fortunately we cash reserves and past profits available.   

6. we have put off approx 10 sub contractors to date thru not been able to insure jobs.   

Members should listen to this.  The managing director of Greater Living Homes writes that his company has 
turned down the following work: 14 units in Waroona worth $1.12 million; a $120 000 single-storey house in 
Mindarie; a $230 000 house in Warnbro; a $280 000 double-storey house in Mandurah; and 14 units in 
Mandurah worth $910 000.  In essence, the company has turned down about $3 million worth of work.  The 
letter continues -  

Many other jobs have been requested to be quoted on and we have refused because we can’t even get 
insurance for the jobs we have.   

This is a dilemma.  The letter ends -  

Please help us in 2 ways.   

1. Immediate assistance whilst the problem is sorted out by putting pressure on the 
government -  
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I am doing that -  

to assist small builders in the same way as the 3 large builders.   

2. Review the housing indemnity legislation or regulate insurance companies to make it 
work.   

A letter from Rob Chapple, a builder in Mandurah, states -  

I have been with the H.I.A. Home Owner’s Warranty Scheme since it first started I was told that the 
more members that joined, the cheaper the policy’s would be.  

This scheme was fine until a couple of years ago when I received a letter in the mail from H.O.W. 
saying that every member will be categorised and that I would have to submit financial statements and 
references . . .   

No only did this delay cause problems with loss of income through not being able to start jobs but I 
found that I was paying 3 times more than what I had been paying and yet I have never made a claim.  

I sum up by saying that the H.O.W. scheme is unfair . . .  

I have received 50 letters like this.  I have picked only a few to read today.  A letter from S.W. & D.A. Green 
Quality Builders states -  

We have been members of the H.I.A. for approximately ten years and have found that the insurance 
system is out of control.  We were forced to give $150,000.00 bank guarantee for a maximum of 
$100,000.00 cover which is costing the clients and us.  It also took three months to process this 
application and that was after we had to produce two lots of financial statements which cost us heavily.   

 . . .  

I think it is an absolute disgrace when we are governed by insurance companies who tell us what size 
project we can do and how many.  The Builders’ Registration Board already regulates us and this 
should be sufficient.   

Indemnity insurance should be lifted when the project is complete, not remain for twelve months after 
completion.   

I could keep reading letters like this.  We have a problem.  I must represent my people of Mandurah, where the 
building industry is great.  People are disturbed by the Government’s lack of interest and response.  The builders 
of my electorate are putting men off and rejecting contracts to build, and some are being phased out of business, 
because of the minister’s ineptness in solving the problem.  Does the minister have a plan to solve this problem 
and rectify the dilemma quickly?  I emphasise “quickly”.  

MR KOBELKE (Nollamara - Minister for Consumer and Employment Protection) [9.25 am]:  I thank the 
member for raising the concerns the builders in Mandurah have about housing indemnity insurance, particularly 
the difficulties imposed on them through the restrictions and high requirements for obtaining indemnity 
insurance.  It is a real problem.  I met with a group of builders from Mandurah yesterday, and I will address 
some of the key issues I discussed with them.  I thank the member for raising the issue.  However, I would not 
say that his advocacy is timely.  I think he is a bit behind the game.  He is trying to run onto the field to kick the 
football after the half-time siren has gone.  It is not the final siren; more work is still to be done.  However, the 
member will find it difficult to get a kick if he comes onto the field after the half-time siren has already gone.   

The builders in Mandurah are being hit by the problem that is affecting builders across the State in various ways.  
The collapse of HIH has resulted in a reduction in the number of companies willing to provide home indemnity 
insurance.  We need to recognise that this problem was brought about by the collapse of HIH.  The Australian 
Prudential Regulation Authority failed to ensure that HIH was performing as a company should.  A royal 
commission is being held into that issue.  I hope it investigates the failure of APRA to do its job, and whether the 
then federal minister turned a blind eye to the major deficiencies in HIH, which led to its collapse and the 
resulting problem for builders in Mandurah, because the federal Liberal Government was too close to and 
receiving major donations from HIH.  We will wait for the outcome of that royal commission.  In the meantime, 
we are trying to pick up the pieces of the Howard federal Government’s failure to ensure that HIH was living up 
to the standards we expect.  

HIH was buying business.  It was undercutting what, in my view, was a fair and reasonable level of premiums, 
which kept the cost of premiums in the whole market down.  That was good at the time, but it was simply not 
sustainable.  Premiums had to increase to a sustainable level.  The problem now is that premiums have risen well 
above what could be seen as an acceptable and reasonable level.  The huge cost increase has occurred because 
some players have left the market.  We do not have a competitive market.  Only one major insurer and one minor 
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player are in the market in Western Australia.  The Government believes it is very important that we attract more 
players into the market to ensure genuine competition.  To do that, we need to ensure stability in the system so 
that insurers know that it is a reasonable market.  We need to implement a range of measures to achieve that.  
The Liberal Opposition’s proposal of a few weeks ago to suspend the system would have undercut that.  We 
would have been less able to encourage more insurers into the market.  That was one of the key reasons we did 
not accept that proposal.  Two companies have joined the market since problems first began and one has left due 
to international reinsurance problems following the 11 September disaster in New York.  They withdrew not 
because they were not making good money but because they could not get international reinsurance.  That is an 
added difficulty. 

In introducing that competition into the market a new form of competition has emerged in the form of mutual 
insurance companies.  The Master Builders Association is very keen on this and is doing a huge amount of work 
on it, and one or two other players may be involved.  I do not think the market would sustain three or four mutual 
companies.  However, one or two would be feasible, so work is being done to enable a group of builders to offer 
home indemnity insurance through a mutual insurance company in competition with the present players in the 
market place.  If the insurance companies themselves do not come into the market and offer competition, the 
mutuals will provide that competition.  The legislation to achieve that will be introduced this week and will 
proceed after the winter break. 

Mr Marshall:  Those people want to finish by November.  Can you guarantee that something will be done by 
then? 

Mr KOBELKE:  The member for Dawesville has provided the view of many builders who are doing it tough.  I 
accept that.  In the time available I cannot discuss all the problems these builders are having.  However, I have 
previously outlined the issues that impact negatively on builders.  

The alternative would be to scrap home indemnity insurance.  That would open up a range of other problems; it 
would not be a panacea.  It would reduce protection to consumers and would have a negative outcome for the 
building industry.  Prior to the HIH Insurance collapse, both the Housing Industry Association and the Master 
Builders Association commented on the benefits that flow to the industry from home indemnity insurance.  The 
phoenix insurance companies, which had caused havoc, given a bad name to builders and taken work from good 
and reputable builders, were dismantled.  Home indemnity insurance provides a positive environment for 
builders.  If we scrapped it, we would face a range of other problems.  We must decide which is the lesser of the 
two evils.  The Government believes that home indemnity insurance is important, notwithstanding the fact that 
many builders face real problems obtaining indemnity insurance.   

We are urging the two major insurers to be more responsive to the needs of the builders and we will consider a 
range of initiatives in that endeavour.  The key and underlying issue is to encourage competition into the market 
place.  We are doing that through trying to attract new insurers and opening up the potential for mutual insurance 
companies to enter the market.  However, they will need to compete fairly with insurers.  I have said publicly 
that we will not provide a subsidy or support to the mutual companies over the insurers.  However, as we have 
offered a $10 million cap to private insurers, we will offer a mutual company cover of that nature above 
$10 million.  If we want fair competition in the market place, we must treat both private and mutual insurance 
companies equitably.  I am committed to that policy, and, through that, access to home indemnity insurance in 
this State will improve. 
 


