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The CHAIRMAN — | declare this hearing of the Economic Development Committee open. | advise all
present at this hearing that al evidence taken by the committee, including submissions, is subject to parliamentary
privilege and is granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary
Committees Act. Any comments made outside the hearing are not protected by parliamentary privilege. We
welcome Mr Lawrie Miller, secretary of the Geelong Chamber of Commerce. The way we usually proceed isfor
you to make an opening statement and then for usto ask some questions.

Mr MILLER — I first must apologise for our president, Norm Lyons; he is managing director of Lyons
Congtruction and intended to be here this morning but unfortunately he is engaged in very earnest mattersto do
with adispute. He tenders his apology. | am in the position of representing the chamber.

At the outset, on behalf of the chamber and its members we thank the Economic Development Committee and the
Victorian government for the opportunity to make this submission to the inquiry into Workcover premiumsfor
2000-01. | have prepared awritten submission. | believe you have copies of that so | will only advert to parts of the
submission as | proceed.

The chamber welcomes the inquiry and looks forward to changes and reductionsin Workcover premiums which
will restore business confidence and encourage and enable more businesses to be set up in Geelong and Victoria
The chamber first advisestheinquiry that the chamber was extremely concerned to see the reinstatement of
common-law accessfor serioudy injured workersinto the Victorian workers compensation system. The chamber
till firmly believesthereis not aplace for common-law rightsin a no-fault workers compensation scheme asit will
add to the already high operationa costs of the Workcover scheme. The chamber believesthat has aready been
borne out by the need for the recent premium increases and the impact they have had on employersin Geelong and
Victoria, which has prompted thisinquiry by the Economic Development Committee. Thoseincreasesin the
workers compensation system have caused the Victorian government to focus, inter aia, on the impact of the new
premiums on economic activity and employment in the metropolitan region and rural Victoria. Obvioudy the
chamber’ s concern isthe impact the new Workcover premium has had and will continue to have on businesses
operating in the Geelong region.

To reiterate, the chamber accepts the need to raise sufficient income through premiumsto fund the operation of the
workers compensation scheme. That is agiven. The chamber accepts the need to address the rights of individual
employees with respect to claims arising from injuries in the workplace. We have no problem with that. The
chamber further accepts the development of an experience-based system to improve safety in the workplace,
return-to-work provisions and the setting of appropriate premiums accordingly. However, the chamber does not
accept the need to have common-law provisions running side by side with no-fault provisionsin the workers
compensation scheme. Thisis unnecessary and very costly. The chamber believesit is having two bites of the
cherry. The chamber aso does not accept the other increases brought about by unreasonabl e classification changes
for alarge number of businesses, industries and organisations.

The chamber believes and understands that the recent premium increases have been brought about mainly by the
legidative changesthat were an integral part of the Labor Party’s platform in the 1999 Victorian elections. Asa
consequence, this must be accepted. A mandate was given to the Labor Party when it formed government to
reintroduce common-law provisions. What the chamber does not accept is the dramatic increase in premiums. It
was led to believe in the pre-election lead-up that the increases necessary as a consequence of common-law
introduction would be kept to amaximum of 15 per cent. Thereis plenty of evidence on that. The chamber believes
that thisisthe main reason for the huge outcry from Victorian and Geelong businesses when the true effects of the
premium increases became known. However, the chamber believes that the economic health of Victoriaand
Victoria s businesses depends on regular reviews of all premiums and changes as the source of revenue for the
Workcover scheme, and it commends the government on initiating thisinquiry.

Item 2 in the submission relates to the chamber. We have been operating continuoudly since 1853; we are a
non-profit business organisation and represent al business and industry sectorsin Geelong. The chamber is
non-political, it is funded solely by member subscription and is answerable only to its members — currently over
600 — who are drawn from awide diversity of large, medium and small enterprises, some of which arelisted in the
submission.

Item 3 at the bottom of page 2 of the submission is headed ‘ Background comments' . The chamber accepted the
Victorian government’ sresolve to address what it perceived to be unfairness and inequity in the Workcover
workers compensation scheme. A mgjor part of the new government’ s platform when in opposition wasthe
reinstatement of common-law access for workers who were serioudly injured pre-1997. Accompanying the L abor
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Party’ s policy on reinstatement was the guarantee that the increases would not exceed 15 per cent and that asa
consequence the premiums would still relate to the national average of 2.18 per cent so the Victorian businesses,
particularly small businesses, did not have any unnecessary cost burdens beyond those of their counterparts around
Austrdia. We accepted that in good faith.

We are a so aware, based on information given to us and the community, that the Workcover scheme was
performing well, particularly from the financia viewpoint, with premiums well covering operating and claims
costs. While there had previoudly been a shortfal in premiums resulting in substantial shortfallsin the Workcover
scheme funding, Victorian businesses were assured that the premiums operating at that time would eventualy see
the deficit reduced and Workcover fully funded in three or so years. What confronted Victorian businesses after the
eection and the reintroduction of common-law claims, reclassification of businesses and industries, and the GST
was a huge range of premium increases, some alot more than double the premiums levied in 1999. Thistook
everyone by surprise and caused alot of chagrin in the business community and particularly in Geelong.

Further — and thisrefers mainly to the classification of businesses — there have been anumber of cases where risk
managers for Workcover have not acquainted themselves with improvements in business practicesin the
workplace that should have trandated to reductionsin classification levels and a concomitant reduction in
premiums apart from the general increase caused by common law and the GST. This aspect was brought to the
chamber’ s attention by a chamber member company that specialisesin insurance broking. That company advised
the chamber that it has successfully renegotiated classifications and reductionsin premiumsfor its clients through
this and the re-examination of past claims of as much as $50 000 for 2000, with reductions quite often in the $5000
to $15 000 category. The chamber does not believe that the Workcover risk managers did their work adequately in
terms of classification by failing to view the various workplaces to see whether they warranted such high
premiums.

Outside the scope of thisinquiry isthe chamber’s concern about another unannounced consequence of the
reinstated common-law provisions as advised by achamber member. Thisisthe huge impact on public liability
policies held by businesses where premiums have been increased by massive percentages by theinsurersasa
consequence of the common-law reintroduction, which the chamber believes can result from a claim-back to
injuries sustained previoudly that can be reopened under aliability issue. We certainly were not told about that but
we are seeing it, as advised by achamber member company that is an insurance broker. The chamber has been
advised by the same member company that that company has seen public liability insurance premiumsfor its
clientsincrease by as much as 400 per cent, with increases in hazardous industries averaging some 200 per cent.
That is a consequence of the reinstatement of common law in the Workcover scheme.

To those concerns have been added the extraincrease of 2 per cent to Workcover premiums to offset tax reform
costs, asubstantial delay, as memberswould be aware, in issuing premium notices, which impacted on employers
budgets, and areduced time to pay up-front and receive the 5 per cent premium discount. The chamber is aware
that al of this brought about difficultiesfor quite anumber of employersin terms of making premium payments.
The chamber understands that because of the considerable outcry from employersall around Victoriaa number of
concessions and adjustment measures have been agreed to by the Victorian government. These have helped
ameliorate the situation to some degree in terms of payment by the due date. However, they have only provided
temporary relief for those businesses— they ill have to pay the new premium amount. The chamber believes
with the changes and the resulting premium increases, the financial impact on businesses, particularly small
businesses, has been dramatic. On that point, small to medium-sized businesses have felt the impact more — which
isat odds with the Labor Party’ s policy of championing and taking care of small businesses, particularly in
Victoria

| will addresstheterms of reference. Thefirgt isthereasonsfor thelevel of those premiums. The chamber
understands that the magjor increase in premiums has been attributed to the reinstatement of common-law
provisions. Thiswas expected to be no more than 15 per cent, aswasfirst assured.

The CHAIRMAN — | am sorry to interrupt you, but we only have half an hour and we want to ask some
guestions. | am wondering if you could skim through your written submission rather than read every word, or we
will run out of time.

Mr MILLER — I will take out that section on the reasons for the level of those increases. | will say that
the chamber has been advised by a chamber director that amajor client of hisin aretail and wholesale business has
had a premium increase from $41 180 to $71 385 with no redl increase in staff numbers or impact from claims. The
represents an increase of 73.3 per cent for 2000. A number of chamber directors have given anecdota instances of
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large premium increases told to them by chamber members and other business associates. Our chamber president,
Norm Lyons, who would have been here this morning, has advised that his building firm, Lyons Construction, has
had its premium increased by 31.5 per cent after staff increases were adjusted out. The increases have been quite
massive, as you would appreciate.

Asto how the premiums were determined, most of those comments relate to the terms of reference. Asto the
impact those premiums have had, there has been an impact as far as we can see. One chamber member, when |
contacted him, said that the premium increases, on top of other increases his small manufacturing businesswas
experiencing, were enough to make him close up shop and conclude his business. Thankfully he did not do that and
isgtill operating.

Regional areas such as Geelong have their own imposts as aresult of being remote from the main market and
supply area, which is mainly metropolitan. Extra costs for fuel, freight and telephone calls are already experienced
by these areas. We believe the Workcover premiums are adisincentive for new regiona and rural development and
will bein stark contrast to the Victorian government’ s push to economically grow these areas to ensure Victoria's
futurein the long term.

| refer to the impact these have had and are expected to have on the state budget. Obvioudy if employee numbers
are reduced, the actua paymentswill not be made. A comment was made by one of the chamber members, ‘ Does
the government really want to see employeesretained or isit seeking that they be made redundant? .

In terms of what changes could be made to the way Workcover premiums are determined in future, the chamber
sees the whole exercise as having been a PR disaster for the Workcover scheme and the Victorian government. The
chamber believes that no satisfactory explanations have been forthcoming and that the whole exercise was severely
lacking in transparency. It is aware that the situation appeared to upset Premier Bracks significantly — to the point
that he took over negotiations with the main parties. The chamber believesit isimperative that future deliberations
around premium settings should be fully disclosed, along with some actuaria caculations as aclear guide, and that
the process should be fully open to comment and debate. To do less than that will cause the same fedling of unfair
handling and assessment among the employees and their respective organisations. In conclusion | thank the
committee very much for making this opportunity available.

The CHAIRMAN — Thank you, Mr Miller. | ask members of the committee to keep their questions
pretty short and sharp, given the timing situation.

MrsCOOTE — It was avery comprehensive submission and | thank you very much. Can | have some
more specifics about Geelong itself? At point 3 you referred to a person who was going to close up shop and leave.
Canyou tel me of any other examples of how the premiums have impacted on your membersin Gedlong?

Mr MILLER — Itisjust another thing in addition to their rising costs. As| said, they have soaring costs
of fuel and other coststhat seem to beintroduced in regional areas— increases in costs when compared to thosein
Melbourne areas— and they fed disadvantaged. We will have another cost increase as aresult of the loss of
network distribution and electricity tariffs. That will cometo Geelong. They all add up, and people get to apoint of
amost despair and ask, ‘Isit worth continuing? Why don’t | just close up shop and go and work for awage? .

MrsCOOTE — Did the surprise eement with thisincrease catch them unawares?

Mr MILLER — It certainly did, yes. It stunned them, in effect. When they started to get their premium
notices they were ringing up and asking, ‘What' s happened? . It was well beyond what we anticipated.

Mr THEOPHANOUS — Mr Miller, | have looked at your submission. The Victorian Workcover
Authority hasindicated to the committee that the average premium increase has been 15 per cent plus 2 per cent for
the GST. All the other differences relate to the experience rating of acompany — that is, whether or not they had
accidents — and whether they failed to put in their estimate of remuneration for the year, in which case it would be
charged 20 per cent, which would be put back onceit identified that. Given those facts, did you ask al the people
you are representing in this matter — and | notice you throw around some pretty amazing percentages in here, such
as 400 per cent and 200 per cent — —

Mr MILLER — That isnot a matter for your committee. The 400 per cent and 200 per cent were for the
public liability insurance for possible claim-backs.

Mr THEOPHANOUS — Y ou thought you would throw that in anyway?
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Mr MILLER — Yes, | threw it in, as an unannounced consequence.

Mr THEOPHANOUS — Right. Did you actually ask these companies whether they had failed to put in
their remuneration returns and whether they had had any accidents occur during the course of the previous year?
Were those sorts of questions asked of them? In answering that you might want to also indicate whether the
chamber supportsthe idea of rating companies according to their experience?

Mr MILLER — To answer the first question, | asked the members | contacted whether there were any
circumstances outside of theincreases that would cause their premiums to increase — such as additional
employees: in other words, through total remuneration; and their claims experience — whether they were going
through a claims experience episode. In fact, one of the members | spoke to said their premiums had reduced by
half a per cent, which came out of claims experience. | asked them whether there was anything that would
otherwise put up the premiums. We are at alossto explain why they were 31 per cent — MBAV said they were
pretty well 40 per cent across the board for builders— when it was 15 per cent, plus 2 per cent GST, et cetera. We
cannot explain the situation. We can only think it comes back to the reclassification.

Mr THEOPHANOUS — Did you ask the Workcover authority to explain it?

Mr MILLER — No, we have not asked the Workcover authority to explainit.

Mr THEOPHANOUS — Do you think that would have been areasonable thing to do?
Mr MILLER — Yes, we certainly will do that.

Mr THEOPHANOUS — Do you support the experience rating system?

Mr MILLER — The chamber certainly supportsthat. It supports that there should be safe working places.
It supports that where employers do not have safe working places, or where as a consequence of the industry
accidents occur, employers should have to pay and should have to support the fund as a consequence. As| said,
that was one of the givens that we accept: the whole package needs to be supported by al the people who actually
useit.

The CHAIRMAN — Thank you.

Mr CRAIGE — Lawrie, | take it that the chamber put out literature that talked about the 15 per cent plus
the 2 per cent GST?

Mr MILLER — Yes.

Mr CRAIGE — When did your organisation become aware that other significant increases were
occurring?

Mr MILLER — We became more aware of it when our chamber council was addressed by an MP. That
iswhen we became more aware of it.

Mr CRAIGE — Wasthat prior to the notices going out?

Mr MILLER — Yes. Wewere rather stunned by that revelation, and that was borne out by complaints
we recelved when the notices were received by the businesses. Weraised it a a number of our functions. We have
functions about every five weeks where 200 to 300 members are in attendance. We would be deluged and besieged
by people complaining about Workcover premiums.

Mr CRAIGE — | amtrying to get it clear. An MP told you there would be other increases— —
Mr MILLER — Yes.

Mr CRAIGE — In respect to Workcover, other than the 15 per cent and the 2 per cent, which you were
led to believe — —

Mr MILLER — Asl gated in the submission, it appeared to usthat they were picking up abagful of
other things that had been overlooked in terms of the operation of the fund. It was a sort of grab bag opportunity.

Mr CRAIGE — Y our memberswere not aware of that?
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Mr MILLER — No, they were not aware of that.

Mr CRAIGE — An MPtold you it was going to — —
Mr MILLER — Yes, that it was likely to happen, yes.
Mr CRAIGE — Wasit alocal MP here?

Mr MILLER — No, it was not aloca MP.
MsDARVENIZA — Who wasit?

Mr THEOPHANOUS — Who wasthe MP?

Mr MILLER — Robert Clark.

MsDARVENIZA — On page 4 of your submission you talk about the chamber being advised about a
major client, awholesale business, that had a premium increase from $41 180 to $71 385 with no red increasein
staff numbers, and that represented a 73.3 per cent increase. Y ou talked about the staff numbersthere. Can you tell
us whether the client you have given some considerable details about failed to lodge the remuneration return?

Mr MILLER — The chamber director who gave usthat information isasenior partner in amajor
accountancy firmin Gedlong. That was one of his clients. He gave me those details, saying that in his opinion he
could see no other reason to impose an increase of 73.3 per cent. As| said, there was no redl increase in staff
numbers or impact from claims, and he could not see why the increase was so0 high. That was the comment of the
director, who isa partner in the accountancy firm.

MsDARVENIZA — But you do not know for sure whether it failed to put initsreturn?

Mr MILLER — I have not spoken to that client and have not ascertained that. That was the information
that was given to me.

MsDARVENIZA — Can you find out for us whether that firm failed to put in its return?
Mr MILLER — I can havethat checked, yes.

MsDARVENIZA — Areyou aware that the maximum increase is capped at 20 per cent?
Mr MILLER — Capped at 20 per cent for — —?

MsDARVENIZA — That thereisacap a 20 per cent?

Mr MILLER — Interms of premium increases in any event? But there can be reclassification episodes,
and as a consequence, some have increased aarmingly.

Mr THEOPHANOUS — Even after reclassification it is capped at 20 per cent.
Mr MILLER — I cannot explain that.

Mr BEST — Mr Miller, firstly thank you very much for your submission; it is very comprehensive and
useful for us. | would like to get a snapshot of the Geelong region. Y ou have something like 600 members?

Mr MILLER — Yes.

Mr BEST — That covers awide cross-section of the business community. What isthe generd state of the
economy in Gedong?

Mr MILLER — Itisgood. Like all regional aress, it is performing well. Geelong is doing quite well, as
we can see. All businesses are dightly concerned about a possible downturn that has been predicted by some
economists for the next year, but generally Geelong istrading quite well. It suffers some of the regiona impacts on
aressthat are didocated from Melbourne centre with some of those other charges, but generally Geelong is
performing quite well. Thereis no reason for Geelong businesses to feel depressed about their economic future,
other than about what might be experienced by al businesses with a possible economic downturn.
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Mr BEST — So there has been no severeimpact by the implementation of the GST?

Mr MILLER — No— | should qualify that. When talking to some accountant members they have said
that quite alot of their clients have not yet filled in their business activity statements.

Mr BEST — That is something that will be followed up abit later.

Mr MILLER — Yes. All sorts of problems are associated with that.

The CHAIRMAN — We are getting away from the terms of reference, unfortunately.

Mr MILLER — Gedongistravelling quite well — aswell as any other aress.

Mr BEST — The question | want to get to is. the increase in Workcover premiums was unsuspected?

Mr MILLER — Unsuspected, and on top of everything that has happened, the businesses fedl they have
suffered quite an impact from government changes, both federal and state.

Mr BEST — So the Workcover premium increase has had a greater impact on the viability of businesses
and——

Mr MILLER — It hasimpacted on their cash flow and on their need to provide additional funds.

Mr McQUILTEN — Lawrie, are you aware of where the Workcover charges herefit in with al the
othersin Augtralia? Arethey likely to be highest now? After what you have been telling usit sounds asif everyone
will leave Gedlong and go — —

Mr MILLER — Go dsawhere.

Mr McQUILTEN — | am wondering where they will go. Do you have any thoughts about where they
might go?

Mr MILLER — That isthe confusing side of it. We were told that the 15 per cent would not increase
Workcover premiums beyond the 2.18 per cent average experienced around Austrdia. Y ou have assured me that
no premium went up by more than 20 per cent. We are at aloss to explain the information given to us by our
members. We could not see why, if Workcover was managed correctly — and we believe it was being managed
correctly — there would be such a dramatic premium increase that was different from other states.

Mr McQUILTEN — That isnot my question. In this state we are currently paying 2.2 per cent. Do you
know whether that is higher or lower than New South Wales or South Audtralia?

Mr MILLER — Asl undergtand it, the median is 2.18 per cent around Ausgtraliafor the states.

Mr McQUILTEN — Hereisagraph that shows that we are the second-lowest in the nation and alot
lower than New South Wales and South Australia.

Mr MILLER — | can understand where you are coming from and if you do it on an average basisyou
might come up with that graph as you obviously have. However, if you do it on an individual case basisthere have
been instances where members claimsto us are that their premium increases have been dramatic.

The CHAIRMAN — Thank you for coming along today and for your detailed submission. Wewill have
another look through the submission. We appreciate the time you have taken to talk to us. We will send the
Hansard transcript to you in the next week or two for you to submit any correctionsthat you desire.

Mr THEOPHANOUS — Will you come back to us on that?
Mr MILLER — Yes, | will.

Witnesswithdrew.
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The CHAIRM AN — We welcome Mr Frank Ruggeri, manager, and Mr Les Cropley, Workcover
manager, from the Brentwood Nursing Home. All evidence taken by this committee is subject to parliamentary
privilege and is granted immunity from judicia review pursuant to the Constitution Act and the Parliamentary
Committees Act. | invite you to make an opening statement to us and when you have concluded that we will ask
you some questions.

Mr CROPLEY — We heard about this committee and we felt that we had a case to put forward in the
sense that Frank owns Brentwood, or Opeka Lodge, and last year we paid some $63 000 in premiumsto the
Victorian Workcover Authority. We thought that was reasonable but this year when the new premium rates came
out ours rose to $119 000.

Mr RUGGERI — It was $124 000.
Mr CROPLEY — No, it hasended up at that. The first account we got was $119 000.

Mr RUGGERI — That isa 98 per cent increase and since | have been there we have employed health and
safety measures and spent afortune and we have not had 1 cent of claims. There was a previous claim and when
wetook over we were told not to worry about it because on 30 June our claim would drop and we would bein the
clear. Theinsurer said we were paying $63 000 last year because of the pending court case and the next year we
would get less. There are another 10 nursing homesin Geelong. With $63 000 and now $124 000 it isimpossibleto
operate because we are spending alot of money on preventing accidents, on buying equipment and on OHS palicy.
We cannot operate. From 4 October to 30 November | paid $75 000 to Workcover with an overdraft. The mgjority
of nursing homesin the Geelong area are 30-bed nursing homes with no health and safety measures; they are badly
run and they are paying between $36 000 and $71 000.

Mr McQUILTEN — How much isyour totd bill now?
Mr RUGGERI — It is $124 000.

Mr CROPLEY — We thought that amount must be wrong so we made a submission. After our
submission to QBE the company came back to us at one stage and said that it was wrong and it was $99 000. We
got that and made our first payment on that. Then the company came back and said it had another problem — it
was $124 000. It has now come back and said that in looking at last year’ s it found there was a bit of a problem
with what was put down as our remuneration and we have to pay $15 000 on last year. Not only have we paid this
year' samount so far but also an extra $15 000 on last year and now they have come back again and the $119 000
has gone to $124 000.

Mr RUGGERI — Apart from all of that, since 1 October last year our payments were done quarterly all
the time. We have invoices from them and this year for no reason at al they fined me because the money was not
there on the due date which was not the due date for quarterly payments — it was the due date if it was monthly —
and we pay quarterly. We incurred afine. We can prove that we have had 17 different accounts since September
and none of them makes any sense: $99 000, $106 000, $119 000, $124 000, $15 700. The problem ismy first bill
was dated 4 October 2000 for $9900, and on 20 October it was $19 000.

Mr BEST — On what basis are they reassessing it?

Mr RUGGERI — That isaquestion | would like to ask because nobody was able to give us information
unless the bill was paid. They kept coming back. Believe me, 17 different accounts and none of them isworking.

Mr THEOPHANOUS — Why did you not pay last year' s accounts?
Mr RUGGERI — It was $63 000 for the whole year.
Mr THEOPHANOUS — Why did you not pay the $15 000? Why did you not pay last year's account?

Mr CROPLEY — Wedid pay last year's account. It was only in August this year that they sent usaletter
and said there had been a problem with what remuneration was used last year and we had to pay an extra$15 000
on last year's premium. It was already paid up; we had paid dl of last year's.

Mr THEOPHANOUS — Would you have any problem with the committee asking the Workcover
authority for details of al these assessmentsin relation to you?
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Mr CROPLEY — We have no problems with that whatsoever; we would like to find out. In doing what
we did do we actualy went to QBE again because we changed from AMP from whom we could not get any
answers. We went to QBE and it says the problem we have is Frank took over this nursing homein April 1999 and
we have found that we are paying for the claims from the previous owners. | have written to Workcover through
QBE because there is a clause in the Accident Compensation (Workcover Insurance) Act which saysthat the
insurer and Workcover may not take into account the previous owners’ ligbilitiesif the new owner proves he has
been doing the right thing. We wrote to them and at this stage we still have not had an answer to say if that can be
waived.

MsDARVENIZA — How many accidents have you had in the past three years? | am familiar with the
health industry.

Mr CROPLEY — We have had two, and those two have been minor injuries.
MsDARVENIZA — Only two in the past three years?

Mr CROPLEY — | should say since April 1999; we took over in April 1999.
MsDARVENIZA — And prior to that?

Mr CROPLEY — They had aterriblelot of injuries, back injuries and those sorts of things.

MsDARVENIZA — Would you be prepared to make available to the committee the details of injuries
over the past three years even though you — —

Mr RUGGERI — For agtart | do not think we can get it. We have been trying to do that.
Mr CROPLEY — We have been working on that.
MsDARVENIZA — We can probably get it.

Mr RUGGERI — Weweretold by Workcover and by the insurer when we took over in April 1999 that
the claim was three years old and would drop on 30 June 1999. We had have no claim since | have been there,
which is 20 months.

MsDARVENIZA — You say no claimsand Mr Cropley saystwo claims.
Mr CROPLEY — | am saying minor claims.

Mr RUGGERI — They were $200 to $300. | do not think we had — —
Mr CROPLEY — Y ou have to accept minor claimsas claims.

Mr RUGGERI — We are talking $200 or $300.

Mr CROPLEY — Wewould be fooling the committee if we turned around and said we had no claims
whatsoever because claims areif you put aclaim in and we have put minor clamsin.

Mr THEOPHANOUS — And there were substantial ones before you took over?

Mr CROPLEY — Yes, one claim which was going when we took over went back to about 1996. It was a
back injury which was paid out just after we took over and that iswhat they were rating our stuff on then and we
weretold that was dropping because it was not our fault. In April 1999 we took on a nursing home with abad
record and we had Workcover coming in on periodic checks. After two months they wrote and said they were very
happy with what was happening and felt that they did not have to have any more input into it because we were
handling everything there and addressing other things.

MsDARVENIZA — Who wasit that camein?

Mr CROPLEY — Workcover inspectors. We have recently had an accreditation done for three years
with aged care and they camein, took one look and | think they only made recommendations on two parts. Since
April 1999 we have been busting aboiler to do the right thing and yet we have been penalised more than anybody
ese
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Mr RUGGERI — With the expense of $20 000 to renew beds, install electrical blankets, strings, lifters
and ramps at my cost because we want to prevent accidents. We have a program for the following year to improve
by another $15 000 to $20 000 providing we can go back. With that premium amount not only can | not improve
but | cannot carry on without making any improvements. For a nursing home with 30 beds and the standards we
havetoday it isimpossible to pay $124 000 to Workcover with an excess of $15 000 from last year which was not
our fault — it wastheinsurer.

Mr THEOPHANOUS — Does that include the $15 000?
Mr CROPLEY — That ison top of that.

Mr RUGGERI — It is$124 000 for thisyear. As| said, from 4 October to 27 November | have paid —
and with Christmas coming up — $75 000. It isdl recorded there. In actua fact it was $74 977. That wasin seven
weeks.

MrsCOOTE — Mr Ruggeri, inits election campaign the AL P promised that common law would be
reingtated. Y ou said that you had had dealings with the Victorian Workcover Authority. In the time the officersand
other people came for ingpection and were involved with you, did they explain what the new process would be and
what the implications would be for you with the Workcover changes?

Mr RUGGERI — Lesisqudified and has years of experience with health and safety, so he can handle
that.

Mr CROPLEY — Thething isthat we changed insurers because we could not get any information out of
our previousinsurers. They would not give us any information whatsoever. Theimpact, as| believed it — from all
thethings| went to, being in the SIA and that type of thing — and understood it was that we would not go above
25 per cent.

MrsCOOTE — That was one thing that was implemented. So you were comfortable until the time you
started — —

Mr CROPLEY — Yes, we expected that and we accept that, but not for the amount that has come up —
for an employer who has been trying to go above best practice standards. That isreally not fair.

MrsCOOTE — There was very little communication from them about what the implications and impacts
would befor you?

Mr CROPLEY — Y es, because we rang the insurer when we got our first notice to say what we would
do. | wasjust staggered. | tried to put through many calls, and al | wastold was, ‘ That'sit, likeit or lumpit'. | said,
“Hang on, that will send usto thewall’, and | was basicdly told, ‘ If that' s the case, then that’sit’. So that iswhy we
have now changed insurers.

Mrs COOTE — Isthere a chance that this might send you to the wall?

Mr CROPLEY — Yes; | would say | would haveto go. | would not believe that Frank could employ my
services any longer. He will have to accept it. He employs extra staff. We have awaiting list of people wanting to
get into this aged care thing in Gedlong. We have the best waiting list of anybody around. We have people breaking
their necksto get in. We have people wanting to work for us. We will now have to start looking at al those things.
Probably I will befirgt, but anyway — —

Mr RUGGERI — A couple of days ago we went to aseminar to ook at a new lifting machine. In the past
12 months we have got dectrica beds. Our policy has changed to a no-lifting policy, we have installed ramps —
and what else have we done?

Mr CROPLEY — We have even tried to put in hoistsand al that for the linen and those types of things.
We do not push trolleys and all those things around any more. Thereis just so much we are doing and we are
planning to do. But if this price goes ahead, frankly we just would not be able to afford to — —

Mr THEOPHANOUS — Have you increased the number of staff?

Mr CROPLEY — Not since this has come out. We would like to put a couple more on.
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Mr THEOPHANOUS — Before?

Mr CROPLEY — No.

Mr RUGGERI — Yes, wedid before.

Mr CROPLEY — Sorry.

Mr THEOPHANOUS — How much by?

Mr RUGGERI — By having short shiftsin the afternoons to make it alot easier between half past three
to half past seven, and having an extra person in the morning for personal care. So we have increased our wages —
that isthe other problem.

Mr THEOPHANOUS — So the remuneration went up?

Mr RUGGERI — Y es, the remuneration went up, but the remuneration on 3.6 per cent will not make a
$70 000 difference.

Mr THEOPHANOUS — | am not surethat it isthat — | have just done some calculations. Y ou said that
last year you paid $66 000?

Mr RUGGERI — It was $63 000.
Mr THEOPHANOUS — And then about $15 700.
Mr RUGGERI — Yes.

Mr THEOPHANOUS — Which was in addition because of, according to you, amiscal culation of
wages.

Mr RUGGERI — No.

Mr CROPLEY — Of remuneration, yes, the amount put in— —

Mr RUGGERI — But not by us, by theinsurer.

Mr THEOPHANOUS — Whoever it was by, that makes atota of $78 000.
Mr RUGGERI — Yes.

Mr THEOPHANOUS — Theincreasg, then, isfrom $78 000 to $124 000. Y ou also said that in addition
to that increase you had more staff put on. So some of that increase can be explained in terms of — —

Mr RUGGERI — It would make about a $1200 difference.

Mr THEOPHANOUS — Y ou dso said that a number of accidents had to work their way through the
pipdine.
Mr RUGGERI — Not from us.

Mr THEOPHANOUS — It does not matter whether they were from you or from the previous owners,
they arethere, and part of the system is meant to pay for accidents— that iswhat it isfor. But it went from $78 000
to $124 000. | do not know how much of the extra $124 000 is from extraremuneration, and you said some
accidents occurred aswell. It does not sound to me — —

Mr RUGGERI — No, we had no accidents. | am talking about three physiotherapists, and about $120 has
been recorded.

Mr CROPLEY — Minor claminjuries.
Mr THEOPHANOUS — But there was a back injury. Do you know how much the back injury cost?

Mr CROPLEY — Yes, but that was long before we took over as proprietors.
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Mr THEOPHANOUS — But abusinessis abusiness. Do you know how much the back injury cost? Are
you aware of what it cost Workcover to pay for the back injury — —

Mr CROPLEY — Yes, | am very much aware of what it cogt, but at the end of the day Workcover itsdlf
saysin herethat if you can prove you are doing more you may be able to get some compensation for what you are
doing to help carry on over aperiod. Y ou refer to the extra shifts we put on, but those short shifts were done after
we found during our assessment of what was going on in the nursing home that during periods when residents were
having dinner, breakfast and so on there were times when they were falling out of chairs and that sort of thing. We
put them on to try to help with that to give the residents a better lifestyle. Are we going to be criticised for that?

Mr THEOPHANOUS — | am just trying to explain why the increase might have come about.

Mr RUGGERI — But theincreaseis only 3 per cent on about $40 000 in extrawages we may have paid.
We are talking about $40 000 to $45 000 more. And another thing: why did the other nursing home, which this
particular year — | have it documented — had $9700 in costs for a previous accident, have as its premium — we
have got it in writing — only $79 000? Their wages are $100 000 more than ours— they charged the organisation
and they let the money go.

Mr THEOPHANOUS — Did you make your claim back for the GST input component?

Mr RUGGERI — It has not even been recorded through the account. It does not even have what the GST
is— that is how the system works. Thisis the account that came to us. Y ou would have to be the best lawyer in the
world to find out what the GST is on this account, because it does not specify it.

Mr THEOPHANOUS — But you are aware that you can claim 10 per cent back?

Mr RUGGERI — | am dueto pay, but 10 per cent on what figure? It does not say there. Who isgoing to
work it out?Isit that by law when an account is sent it will have so much for GST? Would you like to see this? At
the end of December | will make my claim for GST. But up until today, which isthe 12th, | do not know what the
GST isonthat. It is 10 per cent on what figure? On last year’ s figures or on the June figures? It has not got it, | am
sorry.

Mr CRAIGE — Y ou were not aware of the size of theincreaseand | can tell — -
Mr RUGGERI — Wewere aware of 25 per cent.

Mr CRAIGE — But you were not aware of the actual size?

Mr CROPLEY — No, we budgeted for that.

Mr CRAIGE — | want you to go back and capture for me the issue where you said when you got your
bill you rang your insurer. Who was your insurer then?

Mr CROPLEY — AMP-GIO.
Mr CRAIGE — Y ou rang them and they told you they had worked it out and that waswhat it was?

Mr CROPLEY — Their just about exact words were, ‘ That is the account, that is what you have to pay,
we can't do nothing about it.’ | said if that was what it was we would go to the wall because we could not afford to

pay it.
Mr CRAIGE — Did you ring the Victorian Workcover Authority at any stage?
Mr CROPLEY — Not at any stage.

Mr CRAIGE — Did theinsurer give you any indication that those figures had been worked out in contact
with Workcover?

Mr CROPLEY — Yes, they told me Workcover works them out, not them. They said that waswhat | had
to pay and it was no good them going back any further because they would be told the same thing they weretelling
me.

Mr CRAIGE — Wasit pretty clear that they were passing on stuff they got from Workcover?
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Mr CROPLEY — Yes.
MsDARVENIZA — But you did not contact them yourself?

Mr CROPLEY — No, | did not. At that stage | did not have aclue asto whom | could ring. That iswhy
we went to QBE. After talking to them we found that even though we were not their client at that stage they at least
took our claim and looked at it. They spoke to Workcover and came back and said there appeared to be some
problem but they did not know what the problem was at that stage. We have since transferred to them and we now
find out what our problemiis. It goes back to when we took over the nursing home.

According to the section in here that | wrote the letter on - | have a copy of the letter here - it basically saysthat
people who are in the situation of taking on nursing homes but demonstrate that they are putting in better practices
may be taken back and the previous stuff not put in, but if you have an accident in the coming months it goes
straight back in.

MsDARVENIZA — If | can do a snapshot of what you are saying to us, it sounds like you took over a
nursing home with a pretty poor track record on claims and what you have done as the new proprietor is seek
accreditation. That accreditation isavery involved and lengthy process. It meansthat you have to meet some very
high and exacting standardsin the level of service you provide, the kind of equipment you have and your polices
and training. That iswhat you have done since you have taken over the business but you are unsure of why the
premiumisat theleve itis. It isvery helpful that we will be able to have alook at the Workcover details.

Mr RUGGERI — | would like you to have alook at what we have done.
MsDARVENIZA — Y ou have told us that there have been two very small claims.
Mr RUGGERI — Which Workcover did not pay, it only recorded them.
MsDARVENIZA — | understand that.

Mr BEST — What isthe cost of the capital that you have put into the business to upgrade the facility in
theform of lifters and beds and so forth?

Mr RUGGERI — It ishard to say off the top of my head, but for astart Lesis on about $17 000 to
$18 000, plus dl the extra beds which may be four, five or six. There are myriad things which | have done mysdif,
such as concrete ramps and gutters.

Mr CROPLEY — Accreditation aone cost us about $25 000.

Mr BEST — Just as a snapshot — $60 000, $70 000 or $30 0007?

Mr CROPLEY — No, more like $100 000 has been spent on these types of things.
Mr BEST — Y ou have dready spent $100 000?

Mr CROPLEY — Yes, we had to service stuff which was there before but was never serviced,
airconditioners and things for residents.

The CHAIRMAN — We haveto finish up on that point. Thank you for coming aong today. We
appreciate the time you have given us.

Mr RUGGERI — Pleasetakeit asit is, aswe operate it and not how it was operated before. If | have to
pay thisamount it does not give me an incentive to do any more improvement because of the financial outlay. Itis
impossibleto doiit.

The CHAIRMAN — We will send you a copy of what has been recorded for you to make any aterations.
Thank you very much for your time.

Witnesseswithdrew.
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The CHAIRMAN — | advise al present that the evidence taken by this committee, including
submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant to the
Condgtitution Act and the Parliamentary Committees Act. Would you like to make an opening statement and then
we might ask you some questions? We have 15 or 20 minutesto do that.

MsLORD — | should preface what | am about to say by saying that | have only been with the City of
Greater Geelong for two weeks.

Mr CRAIGE — What did you do before that?

MsLORD — | wasrisk management coordinator with the City of Maribyrnong. | have worked with the
Workcover and Workcare systems since 1985. My commentswill be on the genera application of the premium
basicaly, and how it has affected me during that time.

| fill have the book | received in 1993 when the present system was to be introduced. One of the objectives of the
proposed premium system was that it would be easier to understand and administer. After seven years experience
withit | have not found it easier to understand, follow or predict. If we are doing budgets and estimates, predicting
what our premium will bein the following year isvery difficult. | understand and can follow individual
components of the premium and how it operates — the 'sizing' and 'experience factors, dl that is

understandable — where we lose track is on high costs like common-law costs. We have about three claims capped
at the maximum of $150 000. My understanding of the premium system is that those costs will sit in the premium
for perhaps another three years through the 'prior rate' component. However hard we are trying, it makesit really
difficult for usto demonstrate occupationa hedth and safetyachievements, reduce injuriesand so on. Itisared
disincentive when you think you are not achieving anything.

One of our main concerns with the unpredictability istheF factors, which redly relate to the insurers. It istheir
experiencerating. | understand that the argument isthat if they are not estimating claims as accurately asthey
should, it isabalancing factor, but | will give you an example. If we changed insurers and the F factorsin our
calculation changed from something like 2.3 to 4.5, our claims experience is suddenly doubled through nothing we
have done. | am sure you have heard this from other people. The 'industry rates are not aknown factor. Local
government industry rates tend to increase rather than decrease. All the uncontrollablesthat arein therefor us
always seem to beincreasing. | think probably two or three of the industry rates for local government workplaces
went down in this current premium period.

The sizing factor can again disadvantages us. Being alarger employer, the Sizing factor is above the 0.5 level. If we
have asmall workplace that has a seriousinjury, that is weighted more to the employer’ s experience than to the
industry rate, which has meant, for instance, that one seriousinjury in asmall workplacewith a

$45 000 remuneration for the year cost $9600 complete and increased the premium for that workplace by around
$14 000. That isa straight calculation.

MsDARVENIZA — For the oneinjury?
MsLORD — Yes, and oneinjury in that workplace' s history.
MsDARVENIZA — What wasthe injury?

MsLORD — It wasa neck injury. The estimate was alot higher but having awonderful rehabilitation
and return-to-work program we got the employee concerned was back fairly early, which presumably would reduce
it a the next caculation, but in theinitia calculation it was around $14 000.

These are only one-offs, and | understand that, but they are things that have affected me. There was arecent redly
unfortunate accident in Geelong, and probably everyone here is aware of it, where ayoung man lost both legsin an
accident. It is subject to litigation at the moment. We understand that thisisa TAC claim, but the person was at
work when it happened and therefore it is being paid through Workcover and will be dealt with as arecovery

later — wewill try to recover fromthe TAC. It ismy understanding that that takes several years, so we will pay a
premium on that claim for three years. It isa capped claim and we will try to recover from TAC down the track. |
emphasisethat that is just my understanding at this particular point in time.

Another concern isthat when we talk about the actuarial estimates we never see the datathat comprisesthe
edtimates. We are sort of expected to take in good faith the outcome of these calculations, and that includes the
F factors— the claims as well and how they are calculated but particularly the F factors.
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Since the changesin common law, several claims have been submitted for common law. Some of these claims
have not been put back on the original claim aswe expected and if you want to contest them — which would be a
minority, | understand — anew claim is opened. Having paid three years premium on the origina claim, you will
pay another three years premium on the cost to dispute the common-law claim for the sameinjury.

My other main point is rehabilitation. | am a dedicated return-to-work and rehabilitation advocate. We
automatically rehabilitate our workers and we go to extreme lengths to do so. The most unfortunate thing about that
is some of the reaction that that causesin the workplace when you are really at an impasse in getting a person back
to their original position and what you can do about getting them employment elsewhere particularly if they do not
want to work elsewhere. It isa stalemate. They are going nowhere and we are going nowhere.

The estimates change from initial to confirmed, and the quantum in the changes can be huge. We are finding that
theinitia premium isnot agood guide for budgetary purposes and that the confirmed premium is often completely
different to what we had anticipated.

The most significant point to mein relation to the economic effectsis the constant upheavals we have had in local
government over the past five years.

MsDARVENIZA — The*constant’ ?

MsLORD — Upheavds, reorganisations, restructures— | am sure it appliesin other businesses. It has
left alot of people needing a safety net and quite often Workcover has been that safety net.

The CHAIRMAN — Would you like to mention the premium situation for the City of Greater Geelong?

MsLORD — | would rather not quote figuresand | will tell you why. Last year — and thisiswhat |
mean about the system itself — we had eight or more initial premium calculations.

Mr CRAIGE — From when to when?

MsLORD — Theinitial onewas May 1999 and | think the most recent was 6 June.
MsDARVENIZA — Thefirst onewas 6 June?

MsLORD — No.

The CHAIRMAN — July last year to Junethisyear?

MsLORD — Yes.

The CHAIRM AN — Were those changes aresult of remuneration of the council?

MsLORD — Mainly workplace changes — we have about 68 workplaces and we are trying to rationalise
that, but every timethere is a change to aworkplace, it triggers areca culation of the premium.

Mr THEOPHANOUS — Itisnot the fault of Workcover, it isyour restructure.
MsLORD — | amnot saying itis; itisadifficulty of the system.
The CHAIRM AN — What were the premiums last year and this year? Has there been an increase?

MsLORD — Again, | would rather not - there has been an increase, yes. Without being specific about the
figures, it was ahugeincrease from initia last year to confirmed this year.

The CHAIRMAN — What are the figures?
MsDARVENIZA — Perhapsif you are— —

MsLORD — | would rather not — —

MsDARVENIZA — Not prepared to give usthe figures— —

The CHAIRMAN — Hold on. Y ou are saying you would prefer not to give usthe premiumsfor the city?
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MsLORD — Yes.
The CHAIRMAN — Why isthat?

MsLORD — Asl| say, | have been here two weeks, and | have about eight calculations here and | would
like to make sure | was giving out the right figures before | gave them.

MsDARVENIZA — Would you be happy for the committee to get the information from Workcover, so
we haveit availableto us?

MsLORD — Absolutely. Yes.
MsDARVENIZA — Thank you.

Mr THEOPHANOUS — Thank you for your submission. | am quite interested, especialy in that bit
about large and smdl employers. | noticed that you mentioned only a particular accident, and | was a bit confused
by it. It was avery unfortunate one where somebody lost both legs.

MsLORD — Yes.

Mr THEOPHANOUS — Presumably the person was working for the City of Greater Geelong?
MsLORD — Yes.

Mr THEOPHANOUS — The person must have been in acar accident, but because it was at work — —

MsLORD — A motor vehicle— amember of the public ran into the worker, yes, while he was
performing hiswork.

Mr THEOPHANOUS — While he was performing his work?
MsLORD — Yes.

Mr THEOPHANOUS — | see. SoitisaWorkcover claim, but there may be some capacity to get the
money back from the Transport Accident Commission later, isthat right?

MsLORD — That isright, yes.
Mr THEOPHANOUS — Do you have some idea of what that claim might finish up costing?
MsLORD — About $1.6 million.

Mr THEOPHANOUS — If the council had to pay the $1.6 million as opposed to the Workcover scheme
paying it, that would have a much bigger impost on the council, would it not, than having to pay its Workcover
insurance premium?

MsLORD — Of course. That iswhat insuranceisfor, isn't it?
MrsCOOTE — MsLord, you spoke before about rehabilitation and how important it is.
MsLORD — Yes.

MrsCOOTE — Do you think the new system that has been implemented enhances rehabilitation or
increases dependency in comparison to what the previous system did?

MsLORD — Personally | think it increases dependency.
Mrs COOTE — It increases dependency?

MsLORD — Yes.

MrsCOOTE — Thank you.

Mr THEOPHANOUS — In what sense?
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Mr CRAIGE — Excuse me, you have had your piece.
MrsCOOTE — Doesit encourage people to go back to work? Doesit encourage — —

MsLORD — | think it encourages people to go back to work, but it does not facilitate the resolution of
their Situation.

Mrs COOTE — Therefore that will have some profound problems into the future?

MsLORD — Yes.

MrsCOOTE — In comparison with the previous system, no matter what other problems — —
MsLORD — | think the problems are fairly similar.

MsDARVENIZA — The problems arefairly similar to?

MsLORD — The difficultiesin rehabilitating problem cases.

MsDARVENIZA — Thereis no difference between the previous scheme and this scheme?
MsLORD — | would not say it is no different, but the problems are similar. It isdifficult — —
Mr THEOPHANOUS — What schemes are you comparing?

MsLORD — Workcare and Workcover.

Mr THEOPHANOUS — Thank you.

Mr CRAIGE — Do most councils employ somebody who deals with Workcover or premium risk or risk
management?

MsLORD — Yes.
Mr CRAIGE — Mogt councils have an employee full timein that area?
MsLORD — Yes.

Mr CRAIGE — | know it isdifficult for you — | have forgotten; what did you do at the previous council
you were at?

MsLORD — | wasrisk management coordinator at the City of Maribyrnong.
Mr CRAIGE — That job had nothing to do with Workcover?
MsLORD — Yes, it did.

Mr CRAIGE — I am having difficulty hearing, that isall. When you were at Maribyrnong working in
that capacity you would have been fully aware of the government’ s promises about the increases to Workcover.
When did you as an employee find out that your premium at the previous council had gone up?

MsLORD — At the previous council it went down overall.
Mr CRAIGE — Went down?

MsLORD — Yes.

Mr CRAIGE — Tdl me by how much?

MsLORD —Wel — —

MsDARVENIZA — Itisavery good council, Maribyrnong.

MsLORD - Yes.
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Mr CRAIGE — So Gedlong will go down too, will it?

MsLORD — Hopefully. That ismy job. Maribyrnong isasmall council. It has fewer workplaces— only
about 26. Itisalot easier to administer. It isalot easier to— the communications are simpler. The geographical
sizeis much smaller. Information is easier to push down. In acouncil thissizein actually performing the same
kinds of role, just the communications a one make it significantly more difficult. The number of workplaces, the
sheer size of the calculations, the complexity — the variables that can happen are just magnified.

Mr BEST — You commented before that therewas aclaimin for three years.

MsLORD — Yes?

Mr BEST — And that then common law came dong— —

MsLORD — Yes.

Mr BEST — And it had been extended for six years. Can you expand on that circumstance?

MsLORD — Theorigina claim had been closed, and then we got — sorry, | am not sureif it was
common law. Wegot alega claimin. To be ableto contest that at all it had to be opened — thisistheinsurer’s
information, not ours— asanew claim. If we had put it on the original claim — and if you like, later | can find
you the details of the claims, but to contest it it had to be reopened asanew claim. If it was accepted, then it would
be added on to the origina claim. But whatever costs were incurred in disputing the claim werethen aclaimin
their own right. So then you have three years additiond claim costs.

Mr BEST — So theimpact on your premium has been what?
MsLORD — Toincreaseit.

Mr BEST — Toincrease, because it is— —
MsLORD — Yes.

Mr THEOPHANOUS — In relation to the small and large businesses you mentioned earlier, you are
awarethat, asyou said, being alarge businessit is much more sensitive to accidents?

MsLORD — Yes.

Mr THEOPHANOUS — And your premiums go up and down much more, depending on your own
experience. In general would you support that kind of approach or would you support an approach where
experience was not as critical afactor?

MsLORD — For alarger employer | think it iscrucia that — —
Mr THEOPHANOUS — The premiums are reflected?
MsLORD — Yes.

MsDARVENIZA — | want to ask you about the inspectors. One of the outcomes of the recent
Workcover changesis that the number of inspectors has increased.

MsLORD — Yes.

MsDARVENIZA — With your long history and involvement in Workcover and risk management, what
sort of impact do you think that will have and what sort of benefits will come fromit?

MsLORD — At Maribyrnong | found that we had probably 8 or 10 different inspectors visit usduring a
12 month period. Before that it would probably have been once or twice ayear. Quite often it has been helpful, and
quite often it has been extremely time consuming going over old ground. | find that some of the inspectors are
fairly inexperienced. | presumethat is because quite alot of them are new to the job.

MrsCOOTE — Do you get the same inspectors every time?
Mr THEOPHANOUS — They got rid of the experienced ones.
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MsLORD — | actually do believe that.
MrsCOOTE — Do you get the same inspectors every time?

MsLORD — No, that is one of the problems. In the end we rang the principa and dealt through her,
because we were getting people turning up for anything and everything.

Mr THEOPHANOUS — Y ou think they did get rid of all the experienced ones?
MsLORD — Quiteafew, yes.

The CHAIRMAN — That isnot part of our terms of reference. Ms Lord, thank you for coming along
today. Wewill send a copy of the Hansard record to you for corrections. We appreciate the time you have given us.

MsLORD — Thank you.

Witnesswithdrew.
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The CHAIRMAN — | welcome Ms Samantha Patterson, risk management officer, and Mr Chris Knight,
occupationa health and safety consultant from the Colac—Otway Shire Council. All evidence taken at this hearing
is subject to parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act
and the Parliamentary Committees Act. Please make an opening statement, after which we will ask you some
guestions.

Mr KNIGHT — Thank you for the opportunity to be here on behalf of the shire and talk about thisissue.
Thefirst point | would like to makeisthat the Workcover legidation identifies one primary relationship — the
employer and the employee. Frequently throughout the whole of the workings of Workcover dl the participantsin
Workcover — whether they be the insurers, the agents or the rehabilitation providers — tend to ignore that prime
relationship, with people supporting one side or the other and almost ignoring the primary relationship. So one of
the things we are very concerned about is to reinforce that primary relationship, and that everything isdriven
through that employer—employee relationship.

In terms of the industry ratesit has had no impact on the shire, because industry rates stayed the same in 1999—
2000 and 2000-01. There are only two brief points | would like to make. Oneisthat the industry rates are driven by
what is called the industry groupings. The groupings, contained within the premium order, are based on what is
called the ANZSIC code, or the Australiaand New Zealand Standard Industry Classification code. That isasystem
of grouping employers together which was developed back in the early 1980s as a means of economic comparison
between Australiaand New Zeadland. The grouping of the industries, which we use as our industry classification
base, has absolutely no recognition of risk or grouping of likerisk areas— it is purely agrouping of industries for
€conomic comparison.

The second point isthat the system tells us continually that the industry classification is given abase rate. The base
rate isthe average of the previous five years of claims costs divided by remuneration — per million dollars worth
of remuneration within that group. For example, arate of 4.78 reflects something like $47 800 worth of claims
costs per million dollars worth of wages within that group.

| will take as an example cleaning services. In 1999-2000 it had a base rate of 4.78 per cent; in 2000-01 that has
goneto 7 per cent. For one year’ s performance to move from 4.78 to 7 per cent requires something like a 300 per
cent deterioration in thelast year’ s performance over the average of five years. Although it does not directly reflect
on the shire, it certainly impacts on the industry rates.

The next point concerns the common-law |oading. One of the things we have been continually told about
Workcover isthat the premium is based on experience. If you drew alogica conclusion it would be that if you
have no claims you have no premium, but it is not quite as ssimple as that. All employers areincurring the 15 per
cent loading for common law. What confuses usisthat for there to be acommon-law application or ligbility there
must beaclaim. The claim iseither past, present or future. If it is present it is reflected in the estimates that go into
the claims calculations each year. If it is past, after three years the claim would have been closed. But one of the
things people seem to be ignoring isthat, clause 1 of schedule 7 of the premium order providesfor:

Theinsurer or the authority who on becoming aware of changesto any of the components of the premium cal culation, may recaculate
the premium.

Thisiswidely used at present in the wage audit area. Wage auditors go out, discover that an employer iswrongly
classified, and say the employer should have been this and not that. They will make it retrospectiveto 1 July 1993
and judtify it by using that clause of the premium order, which givesthem the authority to recaculateit. We have a
concern about common law that if aclaim hasthat ligbility it should be reflected in the estimate cost of that claim
and not on the whole system or al the employers.

The next point | want to make is about the cost of claims. Within the premium calculation the cost of claims
consists of two components: the actual costs, and the estimated costs of what the system believes will comeinin
terms of future cost.

Thefirst thing we would say is on the analysis we have done, for every $1 in claim cost that goes against the Shire
of Colac—Otway, the shireincurs $1.63 of additional premium. That causes the question to be asked, ‘Wheniis
insurance not insurance? because by definition it is supposed to be the sharing of risk and yet for most employers
and certainly for the Shire of Colac—Otway the additional premium is greater than the claims cost.

The second component of the claims cost which concerns usisthis estimated component. Twice ayear the insurer
or agent sits down and comes to a position of the costs they think are still to come on a particular claim. Quite often
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that isarrived at without any proper discussion with the employer and frequently, from my experience with the
Colac-Otway shire and others, that figure is extremely negotiable. The other part of the estimated claims cost —
and thisisthe part that has a significant impact on Colac—Otway shire— isthe Workcover scheme says that the
insurers can never get that estimate right. To makeit right they apply what is called the F factor — and there are
various definitions of what that F standsfor. An F factor is applied to claims cost. In 19992000 the average

F factor for year 1 claims across the whole system — dl insurers— was averaging 3.5 times. That meansthat in
the cal culation $10 000-worth of claims costs for a 1999-2000 claim would be represented as $35 000 not $10 000.
Thisyear, 2000-01, the average across insurersis 4.5. Isthe system saying to usthat the performance of theinsurer
agents has deteriorated by 25 per cent in the past year in their guesstimates of what the open cost of claimsis?

Another part of thisissue that concerns usisthat every year for three yearsthis F factor is applied to the cost of
those claims. What happens to the claim which is made in August where the person is off work for two weeks, has
minimal medical costs and returnsto work by mid-September? The claim is finished and nothing more is to happen
with it except that for the next three years that is affected by the F factor. The system applies afactoring to claims
because, asit saysin the system, the insurers cannot guess that continued cost right. Even though the claimiis
closed and the person has been back at work for 7, 8, 9 or 10 monthsthey till factor the cost of that claim. In last
year’s premium for Colac—Otway shire that factoring of closed claims added $9300 to the premium; 9.8 per cent of
the premium was caused by the factoring of the costs of closed claims. We have no difficulty with the view that an
open claim should be factored but why do we factor up closed claims?

The second last point we would like to make isthe issue of superannuation. In our declaration of remuneration we
include superannuation as a definition of wages. The Colac—Otway shire paid a premium based on awage base of
$10.4 million which included the 7 per cent superannuation payment. However, when determining the experience
of the employer in the following year and looking back at the year, the superannuation is not included in the
definition of remuneration for year 2. Although the shire paid $10.4 million in wages in 1999-2000, in 2000-01 it
only gets credit for $9.7 million. Why do we include superannuation when the employers are paying premiums but
deduct it when working out past years performances? That adds about 1 per cent to the Shire of Colac—Otway’s
premium base. The other interesting part of that iswhen you look at what the average weekly earnings of an
employee are, that does not include the 7 per cent — or 8 per cent this year — superannuation you have been
paying premiums on.

Thelast issue of concern to the shireisthat of succession. Itisarea hotchpotch. In smpligtic terms, for various
reasons about 3.5 years ago the shire took over the ownership and management of the local abattoir. Because of the
application of succession they started off with apremium rate of 18.42 per cent when the industry rate was 7 per
cent; they were 11.42 per cent worse off by taking on this existing business. The shire objected and made lengthy
submissions to Workcover which ultimately failed. Asaresult, the shire paid $610 000 in workers compensation
premium rather than $231 000, an increase of 295 per cent. The problem has now been passed on because thereisa
new owner of the abattoir; the council got out of that asit is not a core business as such. The new owner takesup a
premium starting point of 18.26 per cent rather than 8.4 per cent.

The other add-on point to thisis, asaresult of the abattoir’ s experience coming into the shire’ s Workcover
premium, al the shire' s other workplaces pay higher premiums because of the claims experience coming in. Over
the past three years that has added up to just over $38 000 of additional premium. The shire has paid that over and
above the meatworks' premium. That has caused adomino effect with the local Cosworks, the shire' s business
entity for local government and associated works. It has an annual turnover of $7 million and has been
disadvantaged in tendering for work by the premium increase incurred because of the application of succession. In
2000-01 we have estimated that these issues of superannuation, the factoring of closed claims and common law
have added 26 per cent to the shire' s premium, or around $25 000 of additional premium cost.

In conclusion, itisthe shire's considered view that although the Victorian Workcover schemeis at least a good as,
if not better than, any other workers compensation scheme operating in Austraia, there are anumber of areas
whereit can beimproved. We believe the addressing of the above pointsin conjunction with a considerable
improvement in insurance agent performance and clarification of the roles of the various Workcover agents would
result in significant advancement of the scheme.

Mr CRAIGE — The fudge factor — —
Mr KNIGHT — | did not say that.
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Mr CRAIGE — But | did and that is one of the terms you would have quite often put to the F factor. You
mentioned that it is so fluid that you can do anything you like with it.

Mr KNIGHT — No, the fudge factors are set by actuaries looking at the past performance of insurers and
giving it an F factor rating. They apply it to the estimates of claims costs that the insurer believes are till to come.
That isvery, very fluid.

Mr CRAIGE — That isfluid. Isthat just a person’ s guesstimate?

Mr KNIGHT — Yes. The system saysthat if the claim is till open at agiven point intime, theinsurer is
required to imagine aworst-case scenario — to cost it to age 65 or whatever the baance of years might be.

Mr CRAIGE — Therefore, it could quite easily have a significant impact.

Mr KNIGHT — Yes. | have had examples where that has been $300 000 and | have met with the insurer
and it has been dropped to $2500.

Mr CRAIGE — Arethe agents willing to negotiate and discuss those factors? Do you get into a
discussion with them and do they change?

Mr KNIGHT — Yesto both questions. What | dwaysinsist on — and we certainly do it at the shire— is
ensuring that the agent isfully aware of &l the facts of the case. Often they are sitting in the office in Geelong or
Melbourne and setting the estimate and all they know about the claim iswhat isin thefilein front of them. They do
not aways know that the person has met with us at the shire aweek back from work or they have beenina
return-to-work program for five weeks. Often the negotiable bit is ensuring the agent is aware of al the facts of the
claim which result in alower estimate. In addition, the agents always argue that they have to imagine aworst-case
scenario whereas the claims administration manual saysit is aworst-case scenario with due regard to the facts. |
find it rather bizarre that if a case has gone to conciliation and been virtualy thrown out by the conciliator and the
person then lodges another application with the Magistrates Court or something, that the system disregards what it
has already acted on and imagines aworst-case scenario. It puts all sorts of costs against it even though they had
sufficient evidence astep before to disregard it.

The CHAIRM AN — Would you like to add to anything which has been said, Ms Patterson?

MsPATTERSON — No | do not think so. Chrisand | prepared this information together and he has
pretty much covered it.

Mr McQUILTEN — Why did the council purchase the abattoir? | would have thought it was under great
sufferance.

Mr KNIGHT — It was before my time but it was very much — —
The CHAIRMAN — Can you relate thisto the reference?

Mr McQUILTEN — It was brought up asamajor issue.

Mr CRAIGE — But from aWorkcover point of view.

The CHAIRM AN — Do we assume that the shire took into account the Workcover premium when it
made the decision to purchase the abattoir?

Mr THEOPHANOUS — They probably should have.

MsDARVENIZA — Has the Colac—Otway shire had much contact with the Workcover office?
Mr KNIGHT — The inspectorate?

MsDARVENIZA — Theinspectorate and the office more generaly.

Mr KNIGHT — In recent times there has been lots of contact with the inspectorate through issues arising
at Apollo Bay. We have had lots of connection with them through that process. In terms of the Workcover office
centrally, no, most of the contact has been with the loca agent insurer.

12 December 2000 Economic Development Committee 83



MsDARVENIZA — How have you found the inspectorate? One of the changes made to Workcover isa
sgnificant increase in the number of ingpectors. Has this assisted?

The CHAIRMAN — Order! One of my problemsisif we keep asking this question we will use up alot
of timeand it isnot realy within our reference. | will haveto rule that question out of order.

MrsCOOTE — | was going to ask about the Workcover authority and whether you had been given
sufficient information about the premium changes and been kept in the consultation loop given that you have had a
lot of experiencein this area. Were you briefed on the implications of the premium changes?

Mr KNIGHT — No, the only information that was obtained was obtained by seeking it.
MrsCOOTE — It was not proffered?
Mr KNIGHT — No.

Mr CRAIGE — You did not hear it in the corridors? Y ou would have heard whispers around the traps
that there was going to be more than just the 15 per cent and the 2 per cent. Y ou are in the game?

Mr KNIGHT — The information around was that there were going to be increases. Theindustry rateis
always very difficult to predict. The dmost complete disregard of the 20 per cent capping has caught alot of people
out — they are not aware of what is happening.

The other thing isit is almost impossible to obtain anything in writing from Workcover. For example, one of the
classifications for corporate head office administration says you must have two or more workplacesin Australia
with different classifications et cetera. The interpretation currently being applied by insurers under direction by
Workcover isthat means two or more workplaces in Australiaand does not include Victoria. A client of minehasa
head office in Melbourne and five processing plants around central Victoria and because the company does not
have aworkplace outside Victoriait is not entitled to claim corporate head office administration. That is the sort of
confusion.

We referred in the submission to the roles of people. It does not apply to the Shire of Colac—Otway but a constant
sore point of mineisthe question of what costs are being incurred by employers fighting a dispute between two
arms of Workcover? We apply for registration of Workcover for premium base and my experience tells me that
90 per cent of dl employers are wrongly rated for Workcover.

Mr CRAIGE — How many?

Mr KNIGHT — Ninety per cent arewrong in their registration for Workcover, but that is given by the
insurer. A wage auditor goesout to look at it and says, ‘ That isnot right, it should bethis', and it isup to the
employer to try to work out which two arms of Workcover are fighting between themselves asto what the
classficationis.

The CHAIRM AN — Mr Theophanous, last question.

Mr THEOPHANOUS — Thank you, Mr Chairman. Mr Knight, | am abit confused by your submission,
because you finish it by saying that you think the Victorian Workcover schemeisat least as good as, if not better
than, any other workers compensation scheme operating in Australia, yet at the sametimein amost al your
comments you seemed to criticiseit.

| have a so noticed that most al the criticisms you have made, whether you were talking about industry rates,

F factors, superannuation or the succession, have had nothing to do with any changes made in the last year sincethe
new government has come into power but have been about part of the system that was introduced seven years ago.
Isthat correct?

Mr KNIGHT — Apart from the aspect of common law, yes.

Mr THEOPHANOUS — Every other criticism you made relates to the system as introduced by the
previous government?

Mr KNIGHT — Yes.

Mr THEOPHANOUS — | will assure you that we will try tofix it up.
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Mr KNIGHT — I will make two points on that. One isthat the system it has produced, | think, justifies
those comments about how it compares nationdly. | have worked in al thejurisdictionsand | find it structurally as
good as, if not better than, those in any other state. My biggest concernistheway it isdelivered; | find that

appalling.

The CHAIRMAN — Mr Knight and Ms Patterson, thank you for coming along today. We will send you
acopy of the Hansard record of our discussion to which you can submit any corrections you think appropriate.
Thank you for your time.

Witnesses withdrew.

12 December 2000 Economic Development Committee 85



CORRECTED VERSION

ECONOMIC DEVELOPMENT COMMITTEE
Inquiry into Workcover premiumsfor 2000-01

Gedlong — 12 December 2000

Members
Mr R. A. Best Mr N. B. Lucas
Mrs A. Coote Mr J. M. McQuilten
Mr G. R. Craige Mr T. C. Theophanous

MsK. Darveniza

Chairman: Mr N. B. Lucas
Deputy Chairman: Mr T. C. Theophanous

Staff

Executive Officer: Mr R. Willis
Research Officers: Mr M. Ryan and Ms K. Ellingford

Witness

Mr J. James, General Manager, Business Services, St Laurence Community Services.

12 December 2000 Economic Development Committee

86



The CHAIRMAN — | welcome Mr John James, generd manager, business services, St Laurence
Community Services. All evidence taken by this committee, including submissions, is subject to parliamentary
privilege and is granted immunity from judicia review pursuant to the Constitution Act and the Parliamentary
Committees Act. | invite you to make an opening submission, after which we will ask you some questions.

Mr JAMES— | will tell you just alittle bit about St Laurence. We provide independent living units and
residential aged care. At Lara, Geelong and Colac we have community care and disability services, andin
Warrnambool, Colac and Geelong we have network employment services. We have about 400 staff. We have a
wage hill of about $9.5 million per year. Our Workcover premium went up by about 50 per cent from last year to
thisyear. | guessthere are severa points of interest. Oneisthat in the residential and nursing home the premium
jumped by amost 50 per cent.

Asyou are probably all aware from reading about it in the press, the area of nursing homes and residential aged
careisnot avery good businessto bein. | would say that if our premiums keep going up like this, instead of
building anew 45-bed complex at Laraand spending the $6 million we are spending, in three years time we will be
closing the complex because we do not receive sufficient funding to continue. | would even go so far asto suggest
that most stand-alone nursing homes and hostels are in big trouble, and Workcover is one of the reasons, | think.

Another point of interest iscommunity care. | am not really being cynicdl, but theincrease in premiumsisfairly
eadly fixed. All you do is reduce the servicesto your clients, because that is the only way the government will fund
them. We have zero budgeting in programs such as Community Care Packages Linkages and Disability Services.
So Workcover goes up, and the money we have to spend on our clients goes down.

Another point isthat we have been forced to pay about $60 000 on a case we are defending that has not been heard.
We do not believe the organisation is guilty of thisone at al, but the insurer has built in an estimate of $60 000.
Theincident occurred last January. We have had to pay thismoney up front, asapart of thisyear’ s premiums,
which wefed isquite unfair.

| do not have alot more to say, other than the fact that unless there is some reduction in premiums, employment
will certainly be discouraged, there is no question about that, and there will also be, | think, areduction in the
services we provide; they will suffer. That is probably it.

MsDARVENIZA — Mr James, you have given us alittle bit of information about what has happened
with your premiums and your claims. It would be helpful to the committee if we could look at what your
circumstances are. Would you have any problem with us getting that information from Workcover?

Mr JAMES — None whatsoever; we would appreciate that.
MsDARVENIZA — Thank you very much; that would be very helpful.
Mr BEST — When did you learn that your premiums would be increased to the extent that they were?

Mr JAMES— That was rather disappointing, because we had aready done thisyear' s budget. We got
the good newsin October.

Mr BEST — So you learnt, when, in August?

Mr KNIGHT — In October we got the good news.

Mr BEST — When did you do your budget?

Mr JAMES— Last May.

Mr BEST — What component of funding do you face as a shortfal?
Mr JAMES — Probably about $30 000.

Mr BEST — How will you recover that?

Mr JAMES— In some cases the organisation will haveto pay it out of surpluses, and in the case of
community care programs, the programs will have to foot their own departmental bills.
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MsDARVENIZA — How doesthat happen? How does the department foot its own bills? What do you
mean?

Mr JAMES — For example, we have alinkages program, which has about 170 clients and for which we
receive about $10 500 through HACC funding. Out of that we administer, pay case managers, and spend money on
clients. Being a part of administration, the Workcover premium goes up, and therefore the money we have to spend
on clients comes down and we still finish up with azero budget at the end of the day.

Mr BEST — Where you charge clients for services, you may have to increase those charges?
Mr JAMES— Yes, but we do not charge most of our clientsfor services.

MrsCOOTE — Mr James, you referred to your additional pressures and said that the programs would be
cut and that some of the services would probably be cut. What about the incentive to increase workplace safety?
Will that be a pressure that will have to belooked at aswell?

Mr JAMES— We have avery strong occupationa health and safety committee. Wework hard at it, and
are pretty pleased about our record. So we do not see that we can do much more to reduce our premiums.

MrsCOOTE — But the pressures will be on for programs and for care?
Mr JAMES— Yes.

MrsCOOTE — Will that cause additional pressure, and will you be able to put on additiona staff? Will
that be one of the considerations you will have?

Mr JAMES— No, wewill more likely put off staff we will not be putting on additional staff because we
will not be ableto afford it. But we will put pressure on the people, yes. Thereis also another problem peculiar to
the nursing home industry — that is, that the staff are ageing and as they become older — —

MrsCOOTE — The gtaff are ageing?

Mr JAMES— Yes. Unfortunately, after along period of employment in the industry many of them start
to suffer from back problems and thingslike that. That is probably an issue outside this hearing, but | think it needs
to be recognised.

MrsCOOTE — Thank you very much.

Mr McQUILTEN — | am wondering about the aged care industry in other states. It must be the same.
Have you seen these figures? Victoria has the second-lowest Workcover charges in the country. After what you
said about increases, | wonder how you would copeif you lived in New South Wales, South Australiaor Western
Augtraia. Do you have some comments to make about that?

Mr JAMES— We would not bein the aged careindustry.
Mr McQUILTEN — | am sorry?
Mr JAMES — We would withdraw from the aged careindustry.

Mr McQUILTEN — In other words, you would not be able to survive in those tates, but a the moment
you are surviving here?

Mr JAMES— Yes.

Mr McQUILTEN — That isinteresting. | wonder how peoplein other states survive.
MrsCOOTE — If the premiums were to rise again, you would beright out?

Mr JAMES — Eventually, yes.

Mr THEOPHANOUS — | am trying to understand it. Y ou said your premium went up by 50 per cent; is
that right?

Mr JAMES— Yes.
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Mr THEOPHANOUS — To understand that | have to ask you a number of questions, including: have
you alowed for the 10 per cent you get back on the GST?

Mr JAMES— We certainly have.

Mr THEOPHANOUS — So that is 50 per cent, after you get back your 10 per cent on the GST?
Mr JAMES— Yes.

Mr THEOPHANOUS — Have you had increases in remuneration?

Mr JAMES— Itisaweighted 50 per cent, taking that and staff increases into account.

Mr THEOPHANOUS — Did you put in aremuneration estimate?

Mr JAMES— Always— we haveto.

Mr THEOPHANOUS — Y ou put in aremuneration estimate?

Mr JAMES— Yes, each year we do.

Mr THEOPHANOUS — How many claims have you had over the past three years?

Mr JAMES— Not alat, but two substantial claims, one of which we are denyingisavalid claim.
Mr THEOPHANOUS — Roughly how much would you say the claims will finish up costing?

Mr JAMES— | redly cannot answer that question with adegree of accuracy. | would prefer not to
answer it — but a substantial amount.

Mr THEOPHANOUS — But in agenera senseif you had to pay the claimsrather than the Workcover
authority you would probably be in a much worse financial position, would you not?

Mr JAMES— | would beg to differ. If we had to pay the claims and were self-insured we would have
been in abetter position over the past three years.

Mr THEOPHANOUS — So why has the industry not gone to self-insurance, if itsoption isto go to
self-insurance?

Mr JAMES— One would never go to self-insurance, because we are a conservative body by nature. Y ou
can survive little claims when you have 400 staff and $9 million in wages. However, if you have substantia
claims — | think one of our claims was settled for $120 000; you only need to have two or three bad claims, and |
would say that a board that would not alow usto be sdlf-insured — —

Mr THEOPHANOUS — How much were your premiums last year?
Mr JAMES — Last year our premiums were $158 000; this year they are about $280 000.

MsDARVENIZA — Y ou would have to admit that you are in an industry where across the board there
arevery high clams— —

Mr JAMES— Yes.
MsDARVENIZA — And very significant claims very often?

Mr JAMES— Yes. Our insurance manager, HIH, tells uswe are doing quite well in what we are paying
in Workcover.

The CHAIRMAN — Mr James, thank you for coming along today and for giving evidence and
answering our questions. Wewill send you a copy of the Hansard record of our discussions for any correctionsyou
wish to make. Thank you for your time.

Witness withdrew.
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The CHAIRM AN — We welcome to the hearing Mr Graeme Edler, regional manager of the Geglong
branch of the Victorian Employers Chamber of Commerce and Industry. All evidence taken by this committee,
including submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant
to the Condtitution Act and the Parliamentary Committees Act. Would you like to make an opening statement and
then we might ask some questions?

Mr ESLER — Firstly, thank you very much for coming to Geelong and alowing this hearing to take
place. Itisavery important subject to al our membersin Gedlong. Asyou possibly know, some 75 per cent of our
members have fewer than 10 employees so we have alarge small-business representation. When Richard Willis
made contact with me and informed me that these hearings would be held in Geelong | felt that | should advise our
membersthat thiswas on. | wrote to them and suggested they contact Richard if they wished to appear before you
and there was time available, or make contact with me and | would be quite happy to take their comments forward.
Wheat | am about to present is, firstly, abrief picture of the economic impacts that small to medium-sized
enterprises (SMEs) have suffered in the past few months and some of the comments | have received. These are not
all the comments because | must have received 40 or 50 phone calls so | have condensed those viewsinto half a
dozen representative comments. | will then refer to some suggestions which our members believe would help to
improve the Workcover system.

The economic impacts suffered and which are causing small business alot of concern arefairly obvious. Y ou have
probably heard them all before but | will repeat them: five interest ratesrisesin the past 12 months; anincreasein
the superannuation guarantee charge from 7 per cent to 8 per cent from 1 July; business deterioration in some cases
and added administration costs caused by the implementation of the GST; increasesin state and federal wage rates
by $15 in recent months; and the proposd to dter the Victorian employee relations system, which will undoubtedly
increase business codts. | would point out there that there are thousands of small businesses which have not worked
under any award system but only under the current industria relations system. Thus, the recent increasesin
Workcover premiums have only added to the above list of cost increases, making SMEs think a second time about
their levels of employment and whether they will continue to operate their businesses. Many people out there are
serioudy thinking that it is almost too much and they will not keep going.

| haveto say that the continua increases in the above business costs in recent months do not measure up to the state
government’ s pre-el ection policy commitments of, ‘ Labor is committed to evening up the odds for small and
medium businesses’, * Small businessiswhere Victoria s best prospects for future jobs and prosperity lie. Labor
understands that and is keen to back them all theway’, and ‘ Labor will ensure affordable workers compensation
premiumsfor small business'. | am afraid that has not occurred.

I will now give examples of the 30 or so phone cals| received after | wrote to our members. A group training
schemein this areahad an increase of 61 per cent inits premiums. All theincreases | will outline are ex-GST; they
do not include GST additions. That increase for the group training scheme isfar greater than its staff increases,
which are around about 5 per cent, and its claims levels have been very stable. Y ou would be aware that group
training schemes only pay Workcover premiums on their administrative staff and not on the apprentices
themsalves.

A law practice in Warrnambool suffered a 34 per cent increasein premiums. It had never had any claimsin the
history of the practice and there have been no increases in staff numbersin the past year. | could not imagine asafer
business, ather than clients, than alaw practice. That is proved by the fact that the firm has had no claims.

The owner of asmall engineering shop rang me only afew days ago. That business has had a 51 per cent increase
inits premiums and will not beincreasing its staff as previoudy planned. It was going to put on a tradesman and
possibly an apprentice, but thisincrease and the other cost increases have made it change its mind and it will, if
anything, maybe look for reductions as and when it can.

A joinery shop that has been long- established in Geelong has given me some broader premium figures: since
1995-96 its premiums have moved from $12 550 to $35 600 ex-GST. From last year to this year they moved from
$24 500 to $35 600, which isan increase of 45 per cent. The staff levels have dropped by one, and the shop's
claims history is exactly the samefor thisyear asit waslast year. Thereisno red difference at al. The business
was definitely intending to employ one extra tradesman and would have considered atrades assistant, but will now
definitely be keeping staff levelsthe same.
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The owner of asmall takeaway food shop rang me. He has had no claims, his staff has been reduced by one and his
Workcover premiums went up by 28 per cent. He said he rang hisinsurer thinking it had made a mistake and the
insurer said that was correct — 28 per cent increase, with less staff and no claims.

Mr THEOPHANOUS — Did the insurer explain the reasons?

Mr ESLER — | do not think so. | think the answer was the insurer had checked the figures and they were
correct. There was no explanation or detail given to the shop owner at al. He had four people working in his shop
plus himsdf, and he now has three. Small businesspeopl e are often backward in coming forward and asking for
explanations. They do not like to push the barrow too hard.

Thelast example | haveisthat of amedium-sized engineering shop whose staff is down dightly, athoughits
claims history is comparatively unchanged. The business admits to one small extraclaim in numbers from the
previous year, and its premium went up 22 per cent. The shop has the smallest of the increase examples, and its
owner was still quite upset.

It redly did not need an increase in claims or staff levelswhen you look at those examples, and they are typicd of
the quite considerable premium increases being experienced. Many of those people and some others | have not
quoted tell me they have made efforts to improve the safety of their workplaces. A couple of them have gonein for
safety map, which is quite an expensive process, and others have made genuine efforts to make their workplaces
safe and yet they are till paying high Workcover premiums.

The thing that concerns me in Geglong isthat this factor and the other factors will seriously affect employment, and
that is something Geelong cannot experience at the present moment. | received only |ate yesterday afternoon a
letter from Cambrai Pty Ltd, which isaprivate nursing home. The home's management has given me the figures,
and | have severa copies| can leave with you. Its premium has risen from $48 981 to afirst estimate for this year
of $85 694. The percentage of the premium to its remuneration was 5.32 per cent in 1999-2000 and this year it will
be 7.74 per cent. That isabig increase. The nursing home has gone to the trouble of assuming the remuneration
wasto remain at the 1999-2000 level, meaning the increase would be 45 per cent. It finishes by saying that:

In conclusion, our company directors believe this business cannot surviveif premiumsin 2001-02 remain a 2000-01 levelsor are
increased again in percentage terms.

That isfairly typicd of the comments| have been receiving.

| have some proposal's and suggestions from our members which they have asked meto pass on to you. One of
them includes abit of good news. It suggests that industry groups should be set up and get like industries together
to improve the safety of the industry itself so that the base industry rateis reduced by lower claims. A perfect
example of this came from the Gordon Institute of TAFE. Apparently TAFE ingtitutes have gotten together. | can
say with some pride that it started at Gordon, which wasthe first to put on asafety officer. The Gordon TAFE's
premium went from $155 000 last year down to $113 000 thisyear. A reduction in the industry rate caused this, not
just its good claims history, and it operates extensive OHS and claims management return-to-work programs
through the whole TAFE system. It seems very obvious that if we could get industry groups together to improve
theindustry itself, it would have that beneficial effect. There seemsto be no recognition in the premiums of
employers safety efforts and education and their attempts to bring about safe workplaces. They believe such efforts
should be rewarded by no-claim bonuses or some sort of premium reduction.

We aso had a somewhat different suggestion that occupational health and safety could become a subject at school
to educate children in safe working practices and to provide them with a practical knowledge of their safety
obligations before they enter the workplace. In talking to a couple of friends of mine who are schoolteachers|
found they quite agree that this could be well worthwhile,

Something | haveto say is pure hearsay, and it isthat some of my members believe that overseas workers
compensation isincluded in awider community-type health scheme and is apparently community funded. | do not
know about that, but they have suggested that it should be investigated asto whether that is the case and whether it
is successful.

Following your question, Mr Theophanous, more detail should definitely be given to employers when they receive
their premium calculations so they are in aposition to check the calculation and find whether it is correct and
accurate and so on rather than facing the time factor and the expense of going back to the insurer or the Workcover
authority to get the figures checked and finding they are wrong, leading to delays and so on. The actua paperwork
they receive should be far more detailed. We would suggest avariable excess for claims could be implemented so
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employers could choose what excess they may undertake. If they chose a high premium excess because of fairly
low claims history they would be able to get lower premium rates; as the excess went up the premium would come
down.

Findly — and this has been avery common suggestion — different types of staff should be classified differently
and given adifferent base rate even when they work in the same workplace but maybe in different rooms or areas
of afactory. For instance, clerks, process workers, storemen and drivers all need to be classified separately. Why
should clerks be classified the same as the process workers working in the more dangerous areas of the factory? |
know of one member in Warrnambool who faced this situation, and the only way he could get the clerks separately
classified wasto physically move them into totally separate premises down the road. That is aretail-type operation
where you would think both areas would be very safe.

| had aphone call only very late yesterday afternoon from Surf Coast shire. It wished to put in asubmission, but
was not able to get the time to do o or to give methefigures. So | will send that on to Richard as soon asit arrives
within the next few days.

The CHAIRMAN — Thank you.
MrsCOOTE — Can you explain how far your region extends?

Mr ESLER — Yes, from the Bellarine Peninsula through Geelong to the Hamilton Highway, which isthe
north point, through to the South Australian border. So it is Portland, Warrnambool, Hamilton and al that area.

Mrs COOTE — Were you aware whether the Victorian Workcover Authority did any economic
modelling before the increased premium rates came in about what the economic impact would be on your types of
clients?

Mr ESLER — No, | was unaware of that, and | am unaware of whatever resultsit may have got.

MrsCOOTE — Did it let you know at any stage what the implications would be and what the premium
increases might mean for you? Are you happy with the consultation programming?

Mr ESLER — It may have doneit with our Melbourne office. Y ou must realise that we are only abranch
office of our head officein Melbourne — —

MrsCOOTE — Regions are supposed to be very important, yes— —

Mr ESLER — But that was not passed on to us.

MrsCOOTE — Okay. So you did not get agood consultation and communication at al?
Mr ESLER — Absolutely not.

Mr THEOPHANOUS — Graeme, thank you. | know you brought up some examples. The problemiis
that it is hard to focus on whether those particular companies were unjustly treated, because we need to know the
answersto awhole range of questions— for instance: was there aremuneration increase? Did they put in their
remuneration estimates beforehand? Did they have any claims over the past few years? Have they claimed back the
10 per cent GST; and have al these things been discounted out of the equation?

We have been told that if al those things, which | suppose are administrative things, are discounted, the increase
should not be any more than 15 per cent for common-law claims and afurther 2 per cent administrative cost for
GST. Beyond that there isthe 20 per cent cap that operates for small business. In that light, would you be able to
assigt us? It is easy to make these comparisons and put the figures up. But would you be prepared to go back to
some of those people whom you have used as examplesto try to identify whether thereisin fact an unjust element
in there beyond what we have talked about? Would you be able to do that?

Mr ESLER — | would be very happy to do that, yes.

Mr THEOPHANOUS — The second thing | want to ask you is: do you in genera support the idea of an
experience rating system, where employers who do not do the right thing pay more, and where there are accidents
moreis paid, and where there are not, the reverse occurs?

Mr ESLER — Absolutely.
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Mr THEOPHANOUS — | thank you for your suggestions, especially about education in schools. They
are very good suggestions, and the committee ought to take them into consideration. Thank you.

Mr CRAIGE — Graeme, were you aware at any stage prior to the notices going out to your members
from the Workcover authority that the government had intentions of changing other areasin Workcover that would
lead to changes other than the 15 per cent increase and the GST?

Mr ESLER — Again | say, no, | wastotally unaware. Mebourne may have been, but | doubt it.
Mr CRAIGE — So down here there were no corridor discussions?
Mr ESLER — No.

Mr CRAIGE — The people from the Victorian Trades Hall Council down here did not cometo seeyou
and say, ‘Listen, we are negotiating another outcome with the government’ ?

Mr ESLER — No.

Mr CRAIGE — They did not?

Mr ESLER — No.

Mr CRAIGE — No MPstold you down here?
Mr ESLER — No, no MPs.

MsDARVENIZA — Y ou gave us some good examples of businesses you had had conversations with
that had had increases as aresult of Workcover. Y ou aso gave us an example of an education model wherethere
had been a decrease in the premium. What has your experience been of other businesses or industries that have had
adecrease?

Mr ESLER — As| said, the six examples | gave you arefairly typica of the 30 to 40 who responded
directly to theletter | sent them when Richard had been in touch with me. Since the increases occurred — | runa
regional committee in Gedlong and in Warrnambool, two semi-subregions— both of the committees have brought
tome: A, their own experiences,; and B, second-hand information they have been given. | take phone callson
industria inquiries from our members and at the same time ask them other things — and of course the Workcover
one was very common. | would say that the experiences with those six examples are very common — throughout
my region, at any rate.

MsDARVENIZA — Isthat likely to be because you hear from people who are concerned about an
increase, but those who have experienced a decrease are not likely to — — ?

Mr ESLER — The oneswho have theincrease are more likely to complain; asto the others— rarely do
we hear the good news. But when you say to somebody — | take between 10 and 30 phone cals aday on wage
rates and so on. Of those | would have asked half each day since this occurred, ‘ How have your Workcover
premiums been affected and what has happened to you? . | have only once been told of a decrease — that was by
the Gordon TAFE. | haveto say that | believeit is common.

Mr BEST — Confidence isa pretty fragile thing, particularly when there has been arange of impacts. Do
you think the Workcover premium isthe straw that might break the camel’ s back?

Mr ESLER — Itisone of thefactors, yes.

Mr BEST — Areyour membersin any way suggesting a reduction of employment?
Mr ESLER — Yes.

Mr BEST — Investment?

Mr ESLER — Yes.

Mr BEST — And agenera downturn in attitude?
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Mr ESLER — With the onethat | reported, Cambral Pty Ltd, if next year's premium isthe same asthis
year's, or goes up, the directors will be very much inclined to close the nursing home.

Mr BEST — What sizeisthat nursing home?

Mr ESLER — Itsremuneration for thisyear is estimated to be $1.1 million.
Mr BEST — Y ou do not know how many bedsthat is?

Mr ESLER — No, | do not know how many bedsthat is.

Mr McQUILTEN — Graeme, you talked about the impact of Workcover but you also mentioned the
GST and interest rates.

Mr ESLER — Yes.
Mr McQUILTEN — There are awhole range of issues.
Mr ESLER — Yes.

Mr McQUILTEN — Insmall businessthat isredly the case, isn’t it? Thereis one thing on another and
on another until in the end everyoneistearing their hair out because of the red tape and extra charges.

Mr ESLER — Yes.

Mr McQUILTEN — One of the problemswe have — | could have been told this— isthat | think 38 per
cent of small businesses have not returned their remuneration estimates and that therefore they were all ocated, |
think, 20 per cent extraas an estimate, as opposed to the old way with the CPI. What are your thoughts on that
move thisyear?

Mr ESLER — | suppose | could believe they have not returned their estimates because they have been
flooded with business activity statements and other tasks. Y ou are probably talking about the typical small
business, where someone is a damn good plumber; he has an apprentice and maybe one other employee, but heis
not very much of abusinessman. | have to admit that there are an awful lot of thosetiny businesses out there. It
would not surprise me that they were alocated that extra premium. But | think a 20 per cent increase from last year
to this year, without that return, isafairly high increase. | mean, businessis not growing at that rate. Determination
according to CPI or wage CPl would have been afairer way of estimating it.

The CHAIRMAN — Mr Eder, thank you for coming along today. We will send you acopy of the
Hansard record to which you can make any necessary aterations. Thank you for your time.

Mr ESLER — Thank you very much for listening to me.

Witness withdrew.
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The CHAIRMAN — | welcome Mr John Kranz, the secretary of the Geelong and Region Trades and
Labour Council. We appreciate your coming along today. All evidence taken by this committee, including
submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant to the
Congtitution Act and the Parliamentary Committees Act. | invite you to make an opening submission, after which
we will ask some questions.

Mr KRANZ — Thank you for the invitation to come along today to put our views before this committee
in regard to Workcover premiums,

The Geelong and Region Trades and Labour Council wrote to the committee in November. After a meeting of the
trades hal of the Gedlong unions we wrote to you and said that the Workcover premiums should not be below the
national average and that alevy should be established to compensate those workers who had their common-law
entitlements removed by Kennett from 1997 to October 1999. We aso said that at this stage Victoria' s premiums
are significantly below the average of Workcover premiumsin other states. namely, New South Wales— and |
will not give you the premium rate because | think it isinscribed in your minds— South Australiaand Western
Augtraia. To say that Victoriais uncompetitive within anational context and at the expense of injured workersis
ludicrous. That is our position straight down theline.

I will giveyou ahit of background. Our trades hall has campaigned against the reduction of those premiums that
have comein. | think they went from 2.25 per cent right down to 1.7 per cent. We reckoned that Workcover would
not have been able to be sustained at those levels. That was back in the middle 1990s. In fact, we wereright. As
benefits were cut it was more difficult for workersto get their entitlements, and so on and so forth.

Workers and unions have come to the trades hall prior to this and spoken to us about Workcover. We arefairly
confident in the view we espouse, that it hasto be fully funded. We certainly would not support ablack hole.
Basically we congratul ate the Bracks government on revisiting the Workcover premium rates.

I will give you an example. Recently the mayor of the City of Greater Geelong, the chairman of the Geglong
Development Board, | and others went on a study tour to Newcastle and Wollongong to look at regional

devel opment issues. We spoke to David Simmons, who isthe CEO of the Newcastle Chamber of Commerce, and
Jackie Zdlinski, who is the CEO of the lllawarra-Wollongong chamber of commerce, and asked them what the
issues arein their regions. Basically their issues are attracting investment, working with the state government, and
soon.

| was expecting, given the fact that in New South Wales ahigher premium is paid than the onein Victoria, that that
would be anissue, but it was not. Even given the fact that in New South Wales the average premium rate is
2.86 per cent, itisnot an issue in New South Wales, or those regions, because they would have told usif it was.

| also want to make the committee aware that just recently there have been threeindustrial deathsin Geelong. In
fact, there was one last week. There was a so one afew weeks ago, and there was one severa weeks prior to that.
Onewas a agrain handling facility; one wasin the construction industry, where a crane driver lost hislife; and the
one last week involved aman of 31 years of age who got caught up in conveyor machinery in Geelong. That is
three desths too many. Itisarea concernin our community that we still have industria safety problemsin this
town. We would expect that the safety should be improved.

| agree with Graeme Eder from VECCI that more emphasi s should be placed on education and on compliance. |
note that the government has appointed extraworkplace safety officersin our region. | want the committee to be
aware of those recent desaths.

| also dispute the argument that Workcover is a huge issue with small business. | am the Trades Hall Council
secretary, and there is a perception that the only people | talk to are workers, but | have alot of friendswho arein
business. We aso talk to the business community. The big issue for themisthe GST. | would suggest that it is such
abig issue for peoplein our region that you will probably find that the government that brought it in will be kicked
out of office because of it. It is about the huge volume of paperwork, the business activity statements— —

The CHAIRMAN — | am sorry to interrupt Mr ESler, but our terms of reference are not to do with the
GST ——

Mr KRANZ — My nameisnot Mr Eder.

The CHAIRMAN — | am sorry — Mr Kranz. We need to stick to theissue.
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Mr KRANZ — That isexactly what | am doing. | am not apalitician, so giveme abreak! | amtrying to
say that out in the community the margina increase in the premium is not as big an issue asthe whole GST
debacle. By theway, | do not support roll-back, | support elimination.

The other issueis petrol prices. Petrol prices are abigger, more immediate issue for small and medium-sized
businesses, the transport industry and regional business generally than the whole issue of Workcover premiums.
Also, in our experience many businessesin regiona Victoria pay lessin wages than employersin New South
Wales, and this has been borne out. Y esterday | looked at the Australian Bureau of Statisticsweb site— —

Mr BEST — On apoint of order, what have wages got to do with our terms of reference?

The CHAIRMAN — | think our witnessis developing his casein terms of what is more and less
important than Workcover premiums. If heis happy to do that quickly, | will alow him to do so.

Mr KRANZ — The web site shows that there are significantly lower wage ratesin regional Victoria. This
has been brought about because of schedule 1A, which we hope will be changed. It is my argument that business
between acompany in regiona Victoriaand one of the same size and industry in New South Walesis very
competitive, and the figures bear that out.

| note that Leigh Hubbard from the Victorian Trades Hall Council placed a submission before the committee and
went into quite adegree of technicality.

With regard to thiswhole issue of consultation, | am pre-empting a question, because the obvious question is: ‘Has
trades hall been consulted? The Victorian Trades Hall Council made submissions to the Workcover authority and
the government on the level of premiums on behalf of the regiona trades and labour councils, including Geelong.
From my memory of the meetings we had at trades hall, in framing that submission our argument was that, aswas
borne out by our own position in Geelong, there should have been alevy with a sunset clause to pick up those
workers who missed out on their common-law entitlements. That was not to be, although wewill pursueit. We
would have argued that there should have been an extra cost to business to cover those workers who missed out.

| simply raisethat; | will not go on and on about it. At trades hall we see some of those workers, and they arein
diabolicd strife. If they have achance | urge members of the committee to speek to the workers who have missed
out on their common-law entitlements. If members spend some time with them, they will explain their dilemmeas.
That isabout dl | would liketo say.

Mr McQUILTEN — Could you give us one example of someone you know who missed out on common
law? What happened to him or her?

Mr KRANZ — Oneexampleis— —
The CHAIRM AN — Can we make this quick?

Mr KRANZ — | will be quick. What happened to that worker isthat, firstly, his marriage broke up,
because there was undue strain on the marriage. He has children and he virtually lives from hand to mouth. Luckily
the union he belonged to has done some fundraising for him. He has spoken to me on several occasions. Helives
outside Geelong and findsiit difficult to get into Geelong to talk to counsellors. Heisin constant counselling. His
wholelifeisamess. He wants to move forward; he wants the matter settled and out of the system so he can get on
with hislife. It isared tragedy, because he wasinjured through no fault of hisown.

Mr BEST — Can you explain to me your understanding of the way in which Workcover premiums are
caculated?

Mr KRANZ — No, | cannot explain that to you. | am atrade union officid, | am not an insurance actuary.
| would say that about 99.9 per cent of employerswould not be able to answer that question. | think that isa
ridiculous question to ask atrade union official. Basically, what we are on about is ensuring that there is enough
money in the pot to actually compensate workers who areinjured and to ensure that the system does not get into a
position whereit is unfunded, and so on. With all due respect, that sort of question should be directed to an
insurance actuary, not atrade union official.

Mr BEST — It was based on the premise that those employers who are good employers should in actua
fact be rewarded for their workplace safety and not be pendised because they arein an industry category. Do you
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support the notion that people who are good employers should receive benefits and that those who are not good
employers should be punished?

Mr KRANZ — Of course employers who consistently breach the Occupational Health and Safety Act
and who put their workersin positions of danger where they are ultimately maimed should be penalised. That is
why we support the legidation which will come up. | hope you will support that industrial mand aughter legidation.

With regard to rewards, there are alot of good employers, and | certainly recognise that. Their rewards are that their
workers are not injured and are able to come to work day after day and make a contribution to the workplace
beyond the call of duty. A lot of workers do that. The reward isthat there is confidence between the employee and
the employer and that they have arobust relationship in terms of workplace issues, including workplace safety.

| agree with the suggestion that those employers who have alousy record of workplace accidents and are a blight
on the system should be penalised. The previous government did not do much about it and — it gives me great
pleasureto tell you this— we had many ralliesin front of the ex-Honourable Ann Henderson about lousy
employers. | agree with you: | reckon you should take the axe to them.

MsDARVENIZA — Y ou mentioned that there had been threeindustrial deathsfairly recently, whichis
very tragic in asmall community like Geelong. When talking about that you talked about the need for education,
particularly occupational health and safety education. Can you tell us what effect you believe improved education
and occupational health and safety measures in workplaces will have on the experience rating system and therefore
on the employers and whether they are rated up or down depending on their claims?

Mr KRANZ — We have had experience with those good employers who actualy invest in occupational
health and safety. An exampleisthe Ford Motor Company. It isacompany that | consider to be avery good
employer. It has an induction system for new employees and it has follow-up courses. From the management side it
has health and safety officers; it also has occupationa health and safety officers; and the company and the union,
the vehicle employees union, co-jointly sponsor courses. They have a holistic approach.

Thereisarole for the Workcover authority in assisting employerswho are flagged as bad risks. | worry about the
wholeissue of compliance and how often they receive visits from the inspectorate. | hope that will change with the
number of new inspectors who have been put on. Thereis great merit in the Workcover authority putting aside
some small fundsto assist those employers and employeesin getting trained in terms of occupationa health and
safety. At the end of the day it is between both parties. If there is a serious safety risk, the employer and employee
need to recognise that and between them repair that safety risk, whatever it is.

Mr CRAIGE — In respect of the issue of those workers who missed out on common law and your
pursuing alevy and not being successful thistime but continuing to pursueit, have you had any estimates asto
what level that levy should be?

Mr KRANZ — The percentage point is not huge at dl. In the discussions we had at the Victorian Trades
Hall, which were over aperiod of, | think, threeto four years, it was somewhere around 1 or 2 percentage points,
with asunset clause, According to the Victorian Trades Hall, that would have fixed al those workers up.

Mr THEOPHANOUS — John, you and Graeme would agree at least on one thing— that the scheme
should be fully funded?

Mr KRANZ — Yes.

Mr THEOPHANOUS — | noted that you made a comment about the reduction in the premiums under
the previous government.

Mr KRANZ — Yes.

Mr THEOPHANOUS — It has cometo light that that reduction probably cost the scheme about
$300 million.

Mr KRANZ — That isright.

Mr THEOPHANOUS — And that it isnow in the red for that $800 million. Do you think that reduction
was irresponsible? And what is your view on the argument that if it had not been reduced by that amount there
would not now have to be the increase?
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Mr KRANZ — Absolutely. | recall when al that happened, and | recall the debate within the union
movement — and in fact in some newspapers— in which it was said that a black hole would emerge from that.
Y es, the unfunded liability is about $780-something million — and someone has to pay. Y ou cannot have a system
that has an unfunded liability of that level. We complained when they dropped the levy from 2.23 per cent down to
1.7 per cent. We knew full on— Blind Freddy could have seen — that the only way forward for that particular
government was to cut benefits. Our positionisthat — —

Mr THEOPHANOUS — But even with the cut in the benefits, there is still an $800 million black hole.
Mr KRANZ — That isright, and it was economically irresponsible.

MrsCOOTE — Mr Kranz, you spoke about small businesses. Y ou would be aware that this government
has increased Workcover premiums quite significantly in many cases for small businesses. Today we have heard
several examples of companies here in Geelong that will have to close because of the additional impact of the
Workcover premiums. Given the fact that you have said that — —

Mr KRANZ — Hang on. | have nat heard that businesses are going to close because of the increased
Workcover premiums.

Mr THEOPHANOUS — Y ou said they might close because of the BASs and the GST.
Mr KRANZ — Yes, that'sright.

MrsCOOTE — We have heard that evidence this morning. In fact, | think you were here this morning
when — and | think you would have heard — Mr Eder talked about Cambrai, anursing home in Geelong that was
facing difficulty because of Workcover premiums. Would your workers, given that — —

Mr KRANZ — Sorry?
The CHAIRMAN — Wewill just get the question.

MrsCOOTE — Given that you are interested in work in Geelong, would your workers be prepared to
take a pay cut so that the employers could keep the companies going?

Mr KRANZ — We have; we have. What a silly question; we have. The Kennett government got rid of
theindusgtria relations system, and we are in asituation where — it is a pity the vehicle builders union members are
not here, because they would tell you what happened down at amajor service station where workers were placed
under schedule 1A of the Victorian act and took a pay cut. Certain employer organisations advised them how to do
it.

MrsCOOTE — | am speaking about the increased premiums since the Bracks government has comein
and about what will happen to protect jobsinto the future. | am asking: in that situation how would your workers
react to taking pay considerations— —

Mr KRANZ — | think that is the most ridiculous question | have ever heard from anyone at an inquiry. It
is absolutely shocking. If that isthe level of questioning we receive — in fact, you ought to march out, talk to the
workers and say, ‘ Go and take apay cut’, when Geelong aready has alow wage regime anyway. Small businessin
Gedlong — most of it — is covered under schedule 1A. | have dready said to you, if you have not listened —
compare their wage rates to those of their counterpartsin New South Wales; in New South Walesthey get a higher
wage.

The CHAIRMAN — Mr Kranz, we have run out of time. Thank you very much for coming aong today.
Mr KRANZ — Thank you very much.

The CHAIRMAN — We will send you a copy of the Hansard record of our discussionsto enable you to
make corrections to anything that iswrong and send back to us. Thank you for your time today.

Mr KRANZ — Thank you very much.

Witness withdrew.
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The CHAIRMAN — | welcome Mr Craig Herbert, occupationd health and safety manager; and Mr Peter
Ansdl, manager, lega affairs, with Godfrey Hirst Austraia. All evidence taken by this committee, including
submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant to the
Congtitution Act and the Parliamentary Committees Act. | invite you to make an opening submission to us, after
which we will ask you some questions.

Mr ANSELL — Certainly, Mr Chairman. | have handed up a paper, which | would liketo talk to. | do not
want to run through the paper verbatim, but | think it isimportant to outline to the committee what Godfrey Hirst
does and where it doesit, and theimpactsit sees as having occurred to it as aresult of Workcover increases. Then
Craig will briefly touch on anumber of issues relating directly to the calculation of premium. For those who are
unaware, Godfrey Hirst isamanufacturer of tufted carpets.

Mr McQUILTEN — | have been there with the Premier on two occasions.

Mr ANSELL — Itisafully verticaly integrated company in that it extrudes nylon as well as spinning
and heat setting wool and nylon yarns. It employs approximately 1140 peoplein Geelong, Benallaand Melbourne,
with the mgjority of those people being in the Gedlong district. The total salesfor the group exceed A$200 million.
As| said, its main manufacturing plant isin Geglong.

In relation to Workcover the situation at the present timeisthat in the 1995-96 year our premium was $706 000. In
1999-2000 our confirmed premium was $1 744 000. That is an increase of 146 per cent over that five-year period.
In 2000-01 we are talking about an initial premium of $1.8 million, and from our experience that premium will
probably go to around the $2 million mark at the end of the financia year when the figures are finally confirmed.
All thisincrease has happened while the group has maintained or achieved arating dightly below the industry
rating. Our performancein regard to claims has improved, but our concern isthat that has not been reflected in the
premium.

One of the many issues that arise with the calculation of the premium relates to wage pressures and the fact that
part of the premium is calculated on remuneration. So obvioudy as the company increases and additional people
come on, those increases, et cetera, reflect back in the premium. Because of the structure of the premium, thereis
no market competition in it; we are told what we should be paying and there is no option — other than adopting a
self-insurance Situation. My understanding is that self-insurance is now becoming a viable aternative for more and
more employers. That raises another concern for acompany such asours, in that we believe that if self-insurance
continues to develop, alarge number of the better employers with better work practices will leave the system,
leaving the burden on anumber of other manufacturersin there. We think that will again add pressure to the
premium.

One of our other concernsisthis: | have included atable on the first page which relatesto the current tota cost to
Godfrey Hirst of an employee. Basically it tells us that the total cost of someone employed on the basic award rate
of $25 300 for a38-hour week is $40 000, because there are anumber of substantial add-on costs.

We also have amanufacturing operation in New Zedland. | have included atable of costs at the back, which shows
acomparative figure of $13 000 or $14 000 — thereis obvioudy abit of amargin there for exchange rate
fluctuations. It is certainly cheaper to employ peoplein New Zealand doing virtualy the same job. That tendsto tell
usthat the cost of employment in Geelong— and in Austrdia, effectively — ismaking it harder for usto remain
competitive. We have the situation where in 2005 tariffswill go down, so we are continually trying to ensure that
our organisation remains world competitive. | ssues such asthe increase in Workcover premiums make that alittle
difficult.

Findly | would like to say that issues such as the Workcover premium issue probably impact harder on Gedlong
than on most other areas, smply because Gedlong is an industrial town and alot of people are employed in the
manufacturing sector, and it seemsthat it isin an areawhere larger premiums have been paid for employees. Asa
company and in proper financial management thereis no question that we have to consider on-costs of employing
further people. That is, without doubt, a consideration we have to make. As on-costs continue to increase we have
to consider the impact of that on our business.

That is probably enough from me. | will ask Craig to touch briefly on anumber of issues regarding the premium
determination.

Mr HERBERT — Thank you, Peter. Inthe paper | have written | have highlighted five issues, and they
are there for the membersto read. We have a couple of concerns— certainly with the question of the seriousinjury
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definition and what is being interpreted by the courts. | have used an example there. | havetried to use actua
examples of what has happened to our businessin terms of the definition of seriousinjury.

I will not go through it, but thereis an example there of a person who lost two to three weeks pay, who was paid,
who continued to work for a period of about two and haf years, and who went to ajob share because it was a
personal choice for family reasons. The person had probably around a6 per cent to 8 per cent whole-body
impairment. Employers were led to believe that serious injury was going to be something like a 30 per cent
incapacity, yet those sorts of cases are getting up in court. We are looking at payments of somewhere around

$160 000 for settlement out of court for those sorts of injuries— where aperson has basically lost no time and has
continued to work.

The other issue | have raised isthe question of succession. Godfrey Hirst hastried to expand over the past number
of years. One of our problemsisthat — and | will give another example — we recently purchased awool scanning
company. As Peter mentioned, our premiums are certainly below what the industry rateis, so while we believe we
can alwaysimprove, we believe we are reasonable in terms of our Workcover record.

We take on acompany that is performing poorly, we change its management and most other peoplein there, and
we bring in alot of new work practices, but we are burdened with the succession of that industry. So we are now
paying in that business— and we have only been in the business eight months — a premium of something like
12.5 per cent, which isareal concern to usin relation to how to invest more money in the businessin terms of
additional people. That is a problem we see. We recognise that it does go both ways, and we have also been
involved in the acquisition of other companiesthat have good records. But it tends to be that the ones companies
take over are the ones with poor records, and they are burdened with that immense cost. As| said, the businesswe
have taken over is currently paying 12.5 per cent.

Following on from that, | refer to the issue of the estimation of the claims. One of the problems we have had with
that situation isthat when we have taken over aclaim or acompany has folded, the situation occurs where aclaims
agent estimates the claims to be exorbitant figures, which impacts on our ability to control our premium costs, and
yet we have no control over the actual claims.

| have used the example of three claims. At the time we took over thisbusiness | think the claims had atotal
estimate of $204 000. A month after we purchased the assets of the business those claims were estimated out to
nearly $3 million. Not only doesthat have a huge impact on our ability to try to control those costs over the
premium-sensitive years, but it must also impact on the industry rates. That is an example of one company we are
aware of. We areinvolved in the textile and manufacturing industries, and if that is happening across the board —
if insurance agents are estimating claims out when companies fold because there is nobody trying to be proactive
about the claims— it must be having a huge impact on therates.

The second last issue | would like to talk about isthe F factors. | am sure you have heard alot about them. From an
employer point of view, thisisavery difficult concept to grab. In talking to our claims agentswe were led to
believe that the F factor is basically an evening out to ensure that they are estimating claims correctly and that it isa
comparison between their claims estimates and the government actuary’ s claims estimates. In dealing with our
agentsthisyear, they say they believe their estimates were somewhere around 80 per cent to 85 per cent of the
assessment of the claims, yet their F factor comes out at 3.1. That has a huge impact on our business and our claims
costs. From our point of view, when you are trying to control your costsit is difficult to understand when thereisa
factor that nobody really understands, including what it is and how to ded with it.

Thelast issue | want to touch on — and it is something that | understand has been raised before — is the rounding
off of industry rates. Employersfind it very difficult. If there are things they can control or know the costs of, they
can try to action them. It is something they can try to control. However, they cannot do that with issues such asthe
rounding off of rates. We are led to believe that when the rounding situation applies, if acompany or industry
comesin at an industry rate between one level and another there is atendency to round those rates up.

From our point of view, our two major areas are yarns and wool — yarns and broad-woven fabrics and textile floor
coverings — both of which have gone up this year from 4.78 to 5.78, a 20 per cent increasein our costs. Itisan
issue where you do not understand how those things are happening and you have no control over them. It isvery
frustrating. | have tried to touch on afew examples of things that have affected us directly.

MrsCOOTE — If premium costs were to rise again, would you serioudly consider self-insurance?

Mr HERBERT — Peter can probably answer that, but we are serioudly considering that now.
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Mr ANSELL — Yes, weare.
MrsCOOTE — Areyou serioudy considering that within the next financia year?

Mr ANSELL — It would bein the next financial year. We have obtained actuarial reports that show that
that isaviable dternative.

MrsCOOTE — Inthetextileindustry here in Geglong do you know specifically of any other companies
that are likely to be considering self-insurance because of the Workcover premiums?

Mr ANSELL — | am aware of acouple, but | have been told that the number of applications for
self-insurance hasincreased. That iswithout giving specific names.

Mr HERBERT — | know of anumber of companiesthat are investigating the possibility of doing it —
not within our industry but within Geelong. | am aware of at least a couple of others.

Mr THEOPHANOUS — Sdf-insurance has dways been available to you.

Mr ANSELL — That isnot quite correct. Self-insurance has been available only with the change in the
legidation to enable companies to do that. Previoudy sdlf-insurance was available only to companies with assetsin
excess of $250 million. The legidation has been changed in the past two yearsto alow other companiesto do that.

Mr THEOPHANOUS — It was done during the course of the previous government, but that is not what |
wanted to ask you about. | did some quick calculations based on the figures you have provided in your submission.
| noticed the increase that you have suffered each year. In 1996 you had an increase of $247 000; in 1997 you had
an increase of $242 000; in 1998 you had an increase of $315 000; in 1999 you had an increase of $234 000; and
this year you have had an increase of $57 000 on the original estimate— and if, asyou say, the final premiumis
correct, theincrease is about $250 000.

Those figures seem to have been fairly consistent over anumber of years. They do not seem to have anything to do
with the changes that have occurred thisyear. In 1997-98 it went up by more than it has thisyear. That may be
because of the industry, the way it has developed or whatever, or your company; | do not know. We need to
identify whether something has changed over the past 12 months. Based on those figures it would seem to me that
if anything your premiums have come down.

Mr HERBERT — Those figures can be alittle bit mideading if you do not look at the total remuneration
of the organisation. There had been some growth until last year. Theinitia estimates for 200001 are based on a
reduction. We have just outsourced our maintenance and engineering company, which has reduced our
remuneration by about $2.5 million. We have aso had areduction in our Benala plant from 12-hour shiftsto
five-day, 8-hour shifts. The 200001 figuresreflect areasonably significant drop in remuneration as well.
Similarly, the ones that have led up to that have, in some cases, included an increase in remuneration with
additional companiesin the group.

Mr THEOPHANOUS — Have you discounted for the GST?

Mr HERBERT — Yes. Our premium figures would suggest that our initial cost, if welook just a the
17 per cent general increase that happened, is somewhere in the vicinity of about $300 000, on initial calculations.
Theincrease from the 4.78 to 5.78 industry rate isabit hard to calculate because of the factorsinvolvedin it, but
based on the 17 per cent we are looking at about $300 000 over and aboveit. The reduction or lessening of the
increase is dueto the drop in remuneration.

Mr BEST — One of the thingsthat | wanted to clarify is the appendix and the Australian and New
Zedand comparison. The basic premiseisthis: at what stage do you get to acommercia decision that pushes you
over the edge here and makes you look at relocating to New Zealand or offshore?

Mr ANSELL — Weare not looking at relocating. Godfrey Hirst is committed to Geglong, it has been and
will continue to be. Certainly, with regard to looking at other alternatives, any company that practises sensible
financial management will continually look at different or other options. That is something that has always been
considered if not on adaily then certainly on amonthly basis. There is no decision. | would like to emphasise again
that we are not looking at rel ocating, but we are aware from our New Zealand operation that there isabig disparity
between employing people here as opposed to New Zed and.
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Mr BEST — Theinferenceisthat given the outsourcing you have done you will look at the way you
operate given the associated on-costs.

Mr ANSELL — | do not think outsourcing itself is an option we are necessarily investigating.
Outsourcing with regard to the mai ntenance department was an issue based purely on the fact that Godfrey Hirst is
acarpet manufacturer. We had a maintenance division of 50-odd people, and we were unable to manage that
effectively.

Mr BEST — Fifty people who are odd, or 50-odd people?

Mr ANSELL — No, 50-odd asin whether it is52 or 53! That was more of amanagement decision
because we did not have the management capability with regard to the mains division, so we sourced it to a
professiona maintenance provider.

Mr BEST — Stick to doing what you do well.
Mr ANSEL L — Stick to making carpet.

The CHAIRM AN — With respect to common-law retrospectivity, have you had any potentia
common-law claims made against you that have affected your confirmed 1999-2000 premium?

Mr HERBERT — Very much so.

The CHAIRMAN — Do you have any anticipated common-law claimsthat have resulted in an increase
in thisyear’s premium?

Mr HERBERT — The deadline for the run-off from common-law claimsthat were 1997-98 clamswas
31 August. Like everybody else we had anumber of claims comein in that last week. The Godfrey Hirst group had
seven common-law claimsroll up on the desk in the week prior to the deadline. Two of those related to instances
wherewe did not even have claims. But unfortunately, because of the timing the estimates were put on those claims
and those claims affected our confirmed premium for 1999-2000. Where they have related to incidents they have
now dropped out because they are 1997-98 — their three-year premium sensitivity has dropped out — but they
had an impact on us for 19992000 and caused quite a substantial increase.

MsDARVENIZA — Y ou have given us abit of information about the increases you have experienced in
your premiums. It would be helpful to the committeeif it were able to have some more information about your
premium increases. Would you have any difficulty with us getting information from Workcover about that?

Mr ANSELL — No, not at al.
MsDARVENIZA — That would be very helpful.

Mr HERBERT — We are quite happy to provide anything after this mesting. If thereis any other
information you would like from us, we are happy to provide that.

Mr CRAIGE — Asapractitioner in the game you were aware that the government had clearly said that it
would reintroduce common law, that there would be a 15 per cent increase to accommodate that, that the GST
would be on top of that, and that a caculation would be made. Were you ever aware that there would be arounding
up and that the government would a so approve industry classification changes before you got your noticein the
mail?

Mr HERBERT — We had a knowledge that it was going to happen. As alarge organisation we accept
that claims play amagjor part in our thinking. It is something we need to control, and it is something we try very
hard to control. The issuesthat are frustrating from an employer point of view are the ones we are unable to control.
| am not prepared to say whether | think common law should be there. | do not have an objection to common law
being in the system.

However, from acompany point of view | object to the way it has been interpreted in the courtsin terms of what is
and is not aseriousinjury. Probably the thing that frustrates employersis that we were led to believe that a serious
injury was a 30 per cent whole-person impairment. When you see a person with a6 to 8 per cent whole-person
impairment but the act has been interpreted so the person has a serious injury and gets a significant payout, that is
frustrating. | certainly do not begrudge people who are serioudly injured getting their common-law payouts.
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Mr CRAIGE — Surdly asabusinessit must have some impact when you and the accountants do your
sumsasto what it islikely to cost and find out that the government had aready worked out that it was going to add
in some other variables that you had not taken into consideration?

Mr HERBERT — | will give you an example. Y ou talked about the impact of common-law claims on the
1999-2000 premium. We pay our initial premium up-front and in advance to pick up the 5 per cent discount. When
we had our confirmed premium for 1999-2000 we got ahill for, off the top of my head, something like $650 000,
which took our initia premium from $1.2 million to $1.8 million. When those confirmed premiums came through
we had to find that money within a couple of weeks. We made arrangements with our claims agentsto pay that
over three months, because it was not something we could finance off the top like that. That has had a huge impost
on Godfrey Hirgt.

Mr McQUILTEN — That was under the previous government?

Mr HERBERT — That was for 1999-2000 — confirmed, yes. | was asked a question before about the
impact on common law claims. That isredly what we saw as being a significant part of that figure.

Mr CRAIGE — Were you aware that the rounding up would occur in the classification?
Mr HERBERT — No.

Mr THEOPHANOUS — | am not clear, but | think | heard you say earlier that your premiums did not go
up by any more than 15 per cent for the common-law component?

Mr HERBERT — Our premiumswent up by 17 per cent if | remember rightly — 15 per cent for
common law and 2 per cent for the GST administration cost. They aso went up by somewhere in the midst of
20 per cent with an industry rate increase from 4.78 to 5.78. If that is calculated acrossit is 37 — and that is without
the GST, which obvioudly isabalancing figure. That is by what we would expect them to be going up. Our
estimates are based on that.

Mr BEST — At the same time there was aremuneration reduction?

Mr HERBERT — Yes, we have had aremuneration reduction in 2000-01. We have aso had an increase
in the components of remuneration. An increase in the superannuation levy from 7 per cent to 8 per cent for a
company the size of Godfrey Hirst is significant; our superannuation bill is probably closeto $2 million. That isall
rateable now aswell. Anincrease in those components aso impactson it.

Mr THEOPHANOUS — That was ancther decision of the previous government.
Mr HERBERT — Sorry, | am just saying that from a company perspective; that was an added cost to us.

Mr THEOPHANOUS — | am trying to understand it. Why do you think your industry keeps edging up?
Isit an inherently unsafe industry?

Mr HERBERT — | do not believe so. | touched on this before. | have a concern about it; the textile
industry has certainly gone through significant shrinkage over the past number of years. As nobody is proactively
looking at the claims, | have concerns about how the claims end up as companies fold. From our experience with
the acquisition of the scouring company, if al claims agents going to companies that fold estimate their current
claimsout to 65, | have no doubt that the industry which has been shrinking over the past five or six yearswill go
through the roof.

The CHAIRMAN — Mr Ansdll and Mr Herbert, thank you for coming along today. We will send to you
acopy of the Hansard record of our discussions. Y ou may make dterationsto it and send it back to us. Thank you
for your time.

Witnesseswithdrew.
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The CHAIRM AN — We welcome Mr Andrew Spira, managing director, and Mr Peter Walsh, financial
controller, from Geelong Wool Combing Ltd. All evidence taken by this committee, including submissions, is
subject to parliamentary privilege and is granted immunity from judicial review pursuant to the Congtitution Act
and the Parliamentary Committees Act. | invite you to make a submission to us, after which we will ask you some
guestions.

Mr SPIRA — Thank you for your time. Geglong Wool Combing really wanted to come here today. We
have not prepared any detailed documentation, other than what you see in front of you. We certainly believe the
change has had, or will have, an impact on Geelong Wool Combing. Our company was established in 1993. From
1993 to date has certainly been avery difficult period for our business. This year for the first time we will achieve
profits. As| am sureyou are al aware, not only ourselves but the wool industry as awhole has gone through some
very difficult timesin recent years, and all additional coststo our business, which isvery margina, certainly have
animpact. Thisisonethat | guess came asasurpriselast year. It was something that we did not budget for last
year, and it therefore contributes to an ever increasing burden of additional costs. On that basis we wanted to voice
our concern.

Mr WAL SH — | will work through the sheet you all have. Asyou can see, | have listed the rateable
remuneration and the premium in dollar costs, and then the percentage of premium compared to remuneration.
Also listed at the bottom are the claims costs, which have obvioudy impacted on the premium for the years
basically since the inception of Geelong Wool Combing. Theimpact of the additional 15 per cent across-the-board
on Geglong Wool Combing in dollar termsis around $47 000 to $50 000, looking at our 2000-01 premium. In
terms of our claims cogts, with some higher claims dropping off due to the three-year rolling of costsincorporated
in the premium, we were essentially expecting almost a decrease in our Workcover premium. We want to make the
point that obvioudly our premium percentage in terms of remuneration has essentidly increased fourfold since the
inception of the business.

The CHAIRMAN — | note that you are looking at a premium increase from $180 000 to $321 000?
Mr WALSH — Yes.

The CHAIRMAN — | aso note, however, that your wages hill has gone up $1.5 million, which is good;
obvioudly the businessis expanding. But asaresult of that thereisapenalty in terms of the premium.

Mr WALSH — That is correct; yes.
The CHAIRMAN — In spite of the fact that your claims costs have gone down?
Mr WALSH — Yes.

Mr SPIRA — Could | just add something, which | am not sure has specifically been covered in this
review? In our case we are concerned about — and it is also afactor in the increase — our grouping as an industry.
Certainly from GWC' s perspective — and we have not done the figures— | am sure that our performanceisfar
better than our industry average. We are disadvantaged in that regard, in that we arein avery large grouping. There
is not a specific group of wool combers or top makers. We are in agroup where, | suspect, alarge number of
companies have afar poorer performance with safety and injuries, and that of course drags us down and makes us
more uncompetitive.

The CHAIRMAN — What other types of companies or businesses arein the group your company isin?

Mr WAL SH — In the same group there are wool scourers and wool carbonisers. The carbonising process
involves alot more chemicals and is very much achemical process. There are only four top makers or wool
combersin the state, whereas we are grouped with wool scourers and carbonisers. On the most recent figures| saw
we are grouped with 17 wool scourers and carbonisers, and then there are the four top makers on top of that.

The CHAIRMAN — What was the first notice you received that your premium was going up?
Mr WAL SH — During June of this year.
The CHAIRMAN — Wasit in the form of an account?

Mr WAL SH — Intheform of aletter, redly, just advising us of the changes overal to the industry.
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The CHAIRMAN — Right. That indicated the increase in the industry rate that you would be up for?
Mr WALSH — Yes, it did.

The CHAIRMAN — And information to do with the change in premium?

Mr WALSH — Yes.

Mr BEST — How will it affect your business?

Mr SPIRA — Our businessis extremely cost sensitive. Our business operates on acommission basis. We
do not purchase wool or sl wool ourselves; we offer aconversion process on acommission basis and per kilo to
scour and comb wool. Our competitors are predominantly overseas — internationa — and anumber of those arein
low-labour-cost countries. So it isvery margina. Every cent that increases our cost per kilo to convert makes us
less competitive to our competitors. We also have competition interstate. It isimportant that we offer acommission
processing service, offering the highest value and obvioudy the lowest cost. We are very concerned about the cost
increases— for arange of reasons. | certainly would not want to suggest that thisis the major impact; there are
numerous impacts of which thisisone.

For example, in our wage negotiations we are currently going through an enterprise bargaining agreement (EBA).
Particularly herein the Gedlong region we are seeing wage increases of around 5 per cent to 6 per cent ayear. That
will be another magjor impact that will potentially make our business uncomptitive. It isnot just one individual
component — there are anumber of components— and it is when anumber of these components build up that a
business turns from being aviable business to an non-viable business.

Mr BEST — When did you get notification of your premium increase?

Mr SPIRA — June?

Mr WALSH — Yes, | believeit was June or July.

Mr BEST — You actualy knew in June or July so you could budget for the increases you would receive?

Mr WAL SH — Unfortunately because of our European parentage we have a 31 December year end and
so we do budgetsin September or October for the year coming. It is difficult to budget for things that have an
impact from 1 July onwards.

Mr McQUILTEN — Andrew, isyour company owned by Bremer Wool Combing?
Mr SPIRA — Yes, Bremer Woll Kammere!.

Mr McQUILTEN — | wanted to check that out, because that was an arrangement | worked on some
years ago with John Button, who was the minister at thetime. A number of millions of dollarswereinvolved to
help you get here. | think Bremer had been looking at Australiafor about 20 years. | am surprised you have not
made a profit until now.

Mr WAL SH — That is correct.
The CHAIRM AN — Can we get back to theterms — —

Mr McQUILTEN — | am interested in the profit. There are now problems, but there have been no
problemsin the past seven or eight years. | will ask one question which isrelevant. Where isyour interstate
competition that you mentioned before?

Mr SPIRA — It isAddaide based and in New South Wales.

Mr McQUILTEN — | have the figures here for those two places. | believe the Workcover costs would be
much higher in those two places. Would you agree with that?

Mr SPIRA — My understanding is that the Workcover costsin New South Wales are higher. However, at
the end of the day it isthetotal cost per kilo to convert. For example, | am aware that there are some substantial
costs that we incur that for the plant in New South Wales are significantly lower — such as water, for example,
whichisalarge contributor to our costs.
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MrsCOOTE — | will ask apractical question about the impact of the Workcover premiums. In practical
terms does that mean you will not put on new staff or will not hire casua or part-time staff? How will that directly
impact on your company asfar as staffing is concerned?

Mr SPIRA — In practical terms everything comes back to cents per kilo to convert. We haveto do
everything we can to offer the service that our customers expect at that lowest cost. That really boils down to what
we have to achieve. We cannot afford to put on asingle extra person who is not absolutely necessary; thereis no
leeway in that regard. Pending the outcome of our next EBA negotiations it may mean areduction in the number of
employeesif we have to do that to maintain that cost per kilo.

Mr THEOPHANOUS — A couple of things strike me about some of the figures you have presented to
the committee. Oneisthat between 1995 and last year you went from roughly 1 per cent to 3 per cent, whichisa
300 per cent increase in the premium; then you went to 4.27 per cent. It seemsthereisalong-termincreasein the
premium occurring in your industry. Isthat because of the number of claimsthat are made in the industry?

Mr WAL SH — The general industry rate increased from 1 July 1999. Our general industry rate was
4.78 per cent and that increased to 5.78 per cent. That impacted from that time. The number of clamsis not agreat
deal in our circumstances but we have had a couple of very high claims.

Mr THEOPHANOUS — Y ou have just made a statement which | would like to contest with the figures
provided. If you add up the premium you have paid between 1994-95 and 19992000, according to my quick
cdculations you have paid atota premium of $597 361. During the same period the cost of claims, which you have
shown at the bottom as claims affecting premiums, works out at $1 468 364. It seemsto me that you have paid far
less premium than the cost of the number of claims you have generated. Surely you would understand that the
difference between that $597 000 and the $1.4 million must be paid by another business somewhere elseif it isnot

paid by you.

Mr WAL SH — | understand what you are saying, but | do not think it is right to add the claims cost
cumulatively because those claims cogts are basically the three years which have been grouped in calculating the
premium.

Mr THEOPHANOUS — Do you have a problem with us getting those figures from the Workcover
authority?

Mr WALSH — Not at al.

Mr CRAIGE — One of our terms of reference isthe individua classification for employers. | notice you
talked about how you are lumped in with 17 other businesses and there are only four like yours. What approaches
have you made in respect of removing yourself from those other more unsafe companies? Clearly there are at least
threelevelsin thisindustry. Have you made any representations to remove yoursalf from this classification?

Mr WAL SH — We have not at this point in time but it is something we are likely to pursuein the near
future as we devel op relationships with the other wool combersin the state.

Mr CRAIGE — Do you fully understand the classification system and the way it works within
Workcover?

Mr SPIRA — No.

Mr WALSH — Not redly.

Mr CRAIGE — How many people do you employ?
Mr WAL SH — Around 130.

Mr CRAIGE — Isit somewhat confusing to you when you receive anotice of an increase? Isit difficult
to understand when the government agreed to round up classifications, to change the industry classifications and
made commitments that with common law it would be a 15 per cent increase plus the 2 per cent for administration
of GST? How much time do you spend trying to work out how al this came about?

Mr SPIRA — Inthis particular case we had to very quickly make ourselves aware of the reasons for the
change and what was happening because it came out of |eft field. It was not something we were prepared for.
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Mr CRAIGE — Atdl?
Mr SPIRA — No.

Mr CRAIGE — Of course you knew there was going to be the 15 per cent plus 2 per cent. That was
common knowledge; the government said it would reintroduce common law so you would have known that. It said
the premiums would go up and there was the GST, but you were not aware of any of the other moves which the
government made?

Mr SPIRA — That is correct.

MsDARVENIZA — Looking at the figures you have presented to the committee, particularly for 1998—
99, the premium of $127 819 and your claims cost which wasin excess of $513 000, don’t you think it is
reasonable that you had a premium increase given that your claim costs for that year were so great?

Mr SPIRA — I think there needs to be some clarification of the bottom figure of the claims cost.

Mr WAL SH — The $513 000 is made up of essentialy three years worth of claims cost. The year 1998—
99 actually had zero claims cost but the two previous years are taken into account when cal culating the premium.
Thetwo previous years were $227 000 and $286 000.

Mr SPIRA — These figures at the bottom are not the claims cost per year.

MsDARVENIZA — So there were significant claims increases in the two previous years even though
there was nonein 1998-99 which affected your premium increase.

Mr SPIRA — That is correct.

MsDARVENIZA — Would you agree that it is reasonable that your premium went up given that you
have had a number of years where your claims have gone up?

Mr SPIRA — Absolutely.

MsDARVENIZA — Do you support the experience rating system where those employers who have
higher claims pay more and those with fewer claims pay less?

Mr SPIRA — Absolutely.

The CHAIRMAN — Wewill send you a copy of the Hansard record of today’ s hearing and if you wish
to submit any alterations you are able to do so. Thank you for your time.

Witnesses withdrew.
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The CHAIRM AN — We welcome Mr Ridgewell, the administration manager of Josie's Transport. All
evidence taken by the committee, including submissions, is subject to parliamentary privilege and is granted
immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act. | inviteyou
to make a submission and then we might asked some questions.

Mr RIDGEWEL L — One of the areas which our transport industry finds difficult is the complicated
method used in calculating premiums. It isvery difficult for most industries to understand. We found that the 15 per
cent increase due to the common-law claims had an impact. Theway | calculateit, that 15 per cent seemed to be
added to each component which made up the calculation of the premium. By doing that you have a cumulative
effect of 15 per cent on anincrease of 15 per cent on an increase of 15 per cent which overall made it amuch
grester increase than 15 per cent in the premium.

The other aspect of it in the trangport industry concerns the impact claims that should be Transport Accident
Commission claims have on our experience history. In our case we have had only one claim in the past few years
and that was the result of someone running up the back of a parked van in ashopping centre. In normal casesyou
would think if someone ran into the back of another vehicle you would be looking at a TAC claim but because this
was work related we have had to wear it asaWorkcover claim. Why do we pay our third-party premiums on our
regigtration if we have no recourse to make a claim on it when accidents happen in the workplace? We are virtualy
paying our premiums twice, once through Workcover and again through the TAC. | have been told that from time
to time thereis an adjustment between the TAC and Workcover to compensate for this type of claim but it is never
passed back to the employers to subsequently reduce your experience history if you have one.

The other areathat concerns meis the lumping of al employeesinto theindustry rate. Most trangport companies
have afairly substantial proportion of administrative and clerical employees. The transport rate is around 7.9 per
cent or 8 per cent — it isone of the highest — yet the clerks who work in the industry are lumped in with thiswhen
aclerk in atransport office represents no more risk than a clerk in an insurance company. These are the main areas
that | believe are of importance. The method of cal culating the premium is unfair on our industry.

The CHAIRMAN — What was the percentage increase in your premium this year?
Mr RIDGEWELL — Around about 40 per cent.

The CHAIRMAN — When did you hear of that?

Mr RIDGEWEL L — When we got our notice of the premium calculation.

The CHAIRMAN — Wasit satisfactorily explained to you in that notice?

Mr RIDGEWELL — Not really. Weraised an objection to it and got areduction. | guess through doth or
laziness alot of companies do not advise the Workcover authority in April or whenever it comes out what their
estimated remuneration isfor the year. Thisyear for the first time they came up with an assumed increasein the
remuneration that you paid to employees of 20 per cent. In previous years they had assumed the CPl which is quite
reasonable. The 20 per cent was far too high. | lodged a claim stating our real estimate and we got areduction in
our premium.

Mr THEOPHANOUS — What wasthe final figure?

Mr RIDGEWELL — | think about 28 per cent. We have had only one claim in the past three years so we
do not have a problem with aclams history.

Mr THEOPHANOUS — It was originally 40 per cent and you told them — —
Mr RIDGEWEL L — Our remuneration was incorrectly calculated.

Mr THEOPHANOUS — Y ou told them the 20 per cent they assumed wasincorrect. Why did it not
come back to 20 per cent if it was originally 40 per cent and you said they should not have put the 20 per cent on?

Mr RIDGEWEL L — The increase would have been attributed to the 15 per cent increase in overal
premiums because of the common law.

Mr THEOPHANOUS — | know, but you said that you had failed to put in your remuneration which
meant there was a 20 per cent increase.
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Mr RIDGEWELL — They assumed.

Mr THEOPHANOUS — Taking that into account your premiums went up by 40 per cent.
Mr RIDGEWEL L — Around about 40 per cent.

Mr THEOPHANOUS — When you told them that, did they then not reduceiit to 20 per cent?

Mr RIDGEWELL — No, it was because of the overall increase in the premium because of the common
law. Therewas amargina increase in remuneration and we assumed that with a CPl increase that is about what it
would have been.

Mr THEOPHANOUS — Just taking into account what you are saying, everybody knew about the 15 per
cent plusthe 2 per cent for GST, so you were going to get 17 per cent. Even if you had no accidents you had to get
the 15 per cent to cover common law and the 2 per cent for the GST.

Mr RIDGEWELL — | think | explained that when | mentioned the basis of adding the 15 per cent. It
was added to the three components which make up your Workcover premium: your remuneration, your experience
and theindustry rate. Now 15 per cent was added to the experience, 15 per cent was added to the remuneration, and
15 per cent was added to the industry rate.

Mr THEOPHANOUS — | do not understand any of that.
Mr McQUILTEN — It iswhereyou add it. If you add it a theend — —

Mr RIDGEWELL — Yes, if it was added at the end, it would have been astraight 15 per cent increase.
But because they added — —

Mr THEOPHANOUS — Do you have a problem with us getting hold of and looking at the information
from Workcover on the way your premium was cal culated?

Mr RIDGEWELL — No; | have no problem at all.

MrsCOOTE — | notice Josi€' s Trangport trucks going up and down the Gedlong road alot; they are
always very well behaved and they look terrific. If the premiums were to increase again, how would that impact on
you?Would it cause you to put off staff or to not have casual staff or drivers?

Mr RIDGEWELL — Weéll, we would have to consider anumber of scenarios. Thefirst one would beto
shed staff. At the moment we have apolicy of having owner-driver subcontractors employed. We are now insisting
that they become incorporated and take out their own Workcover policies— which, in turn, means we are not
responsiblefor it in that regard. To methisis something that has been forced on theindustry and is probably not
necessary. If we addressed it straight up front and employed them as company drivers we would not have to say,
‘Hey, righto, you are subcontractors; you have to take out your own policies — that isthe way.

The other aspect of it would beto increase our ratesto our clientsto cover the cost. With al businesses, if their
costs increase they have to increase the rates they chargeto their clients. The impact of freight costs on all industry
would have a flow-on effect right across the board to everyone, and they would have to charge higher rates.

MrsCOOTE — Thank you very much.

Mr McQUILTEN — Most businesses have a number of problemsthey look at, about which they say,
‘That isthe worst one, that is the second-worst one, and that is the third-worst one’ . Where does Workcover come
indl your problems, including the GST and the price of fuel? | would have thought that in the transport industry
petrol would have been amagor — —

Mr RIDGEWELL — Obvioudy at the moment the price of fud is our magor concern. Certainly
Workcover and the GST would run second, asfar as problemswe are looking at are concerned.

The CHAIRMAN — Mr Ridgewell, thank you for coming along today. We will send you a copy of the
Hansard transcript. If you wish to suggest any dterations, it isjust amatter of sending them back to us. Thank you
for taking the time to come to the hearing.

Committee adjourned.
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The CHAIRMAN — | advise dl present at this hearing that all evidence taken by this committee,
including submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant
to the Congtitution Act and the Parliamentary Committees Act. We welcome to the hearing Mr and Mrs Stewart. |
invite you to make a submission to us and we will then ask some questions.

MrsSTEWART — Thank you very much for the opportunity to appear before the committee. | thank
you for all coming. | have some pointslisted — | do not know whether you want to interrupt and ask questions. On
afew points| am asking questions and | do not know whether you are able to answer questions. | would like it to
be noted that we are asking questions about Workcover issues.

The CHAIRMAN — We are not here to enter into a debate but to take evidence. Thereis no problem if
you make statements in the form of rhetorical questions, athough obvioudy we will not be answering them.

MrsSTEWART — With our insurer we were able to get alarge contract at the start of the year. We have
always employed staff but they have mainly been casuals and because we were going to employ full-time staff we
wanted to ensure that to the best of our power we did everything for our staff. | rang our insurer and was told they
could not help us. | understood that and we were told to go to Workcover. We went to Workcover and asked for
assistance, but Workcover told me that it only dealswith large industries and not small industrieslike us— we are
cleaning contractors. | was abit disgruntled. We ended up going to our general practitioner and paying for a
consultation in order to get some information.

MsDARVENIZA — Who did you go to?

MrsSTEWART — Wewent to our local GP. We had to go to him to get the information we required to
ensure that we did the right thing by our employees. | felt that waswrong. Workcover isthere— why could it not
help with what we wanted? After many phone calls and having gone to our GP and till not being happy that
Workcover would not help, | rang many people in Workcover. Eventually | got on to somebody in Melbourne who
was able to send me some information, but unfortunately they sent the information too late as we had aready
employed al our staff. That information will be helpful in the future, but it was mainly documents for when staff
start et cetera. | am bewildered asto why we did not have accessto thisin thefirst place.

The CHAIRMAN — | took it that you said you needed some assistance which you could not get from
one source so you went to your GP, meaning amedica doctor. What was the information you were looking for?

MrsSTEWART — All we were asking for was anything that we as employers could do to ensure that we
were doing the right thing by our employees.

The CHAIRMAN — In terms of occupational health and safety issues?

MrsSTEWART — Simple things, but we could not get any information; we just got shoved around. As
you can well understand, | do not have the time to go from one place to another to get information that | am told by
Workcover and the ads on television that | am entitled to by law.

MsDARVENIZA — But you got in touch with the Workcover officein Melbourne — —
MrsSTEWART — After al this had taken place.
MsDARVENIZA — And they sent you information but you got it too late.

MrsSTEWART — That isright. The information was out there, but we were not given accessto it when
we needed it. | fedl that isnot at al acceptable.

MsDARVENIZA — Who wasthe first Workcover person that you contacted?
MrsSTEWART — To be honest | could not tell you — | rang so many.

MsDARVENIZA — Wasit local?

MrsSTEWART — | went through local; | went through Melbourne and | got shifted wherever.

Mr THEOPHANOUS — What does this have to do with your premiums?
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MrsSTEWART — In my opinion there needs to be a clean-up in Workcover; maybe the premiums are
s0 high because Workcover isrun so inefficiently. If the information is not out there for people to access, why are
we paying such high premiums to people sitting in these positions in buildings who cannot give us the information
we should have.

Mr THEOPHANOUS — Have you dways had this problem with Workcover?

MrsSTEWART — Yes, we have. We have been in business for seven years, going on eight. We have
not had to ring Workcover for much; we have never had aclaim. It is only because we were employing more staff
that we wanted to ensure that we were doing the right thing— asthe adstell us.

MrsCOOTE — Did your premiums eventualy go up?
MrsSTEWART — Yes.

MrsCOOTE — You are getting to that bit?
MrsSTEWART — Yes.

Mr McQUILTEN — | was wondering whether we could get on to where you could have gonein
Balarat. | know we have what used to be called the Victorian business centre; did they help you there?

MrsSTEWART — No. We actualy went in personaly.

Mr STEWART — We could not get any satisfaction through our Ballarat office at all.

Mr McQUILTEN — Who did you see there?

Mr STEWART — Just the lady in charge there— | do not know if sheis a secretary or what.

MrsSTEWART — We weretold that they do not deal with small businesseslike us; they are interested
only inthe big industries. In seven years of being in business we have always been in a credit Situation at the end of
thefinancial year. Last year we managed to get another contract which increased our remuneration over the amount
we had estimated. | did the right thing. | contacted Workcover in the required time frame and | asked for areply to
acknowledge that they had received our new remuneration which they did. That was al fine. At the end of the year
we had tofill in our certificate of rateable remuneration but it never arrived. | rang and rang and rang. | was given
excuse after excuse asto why it was not sent. If | ran my businesslike that | would not be here today. We needed to
know because | wanted to pay the extramoney that we owed Workcover. We wanted to change our insurance
company as | was not happy with our insurer. After making so many phone calls and getting our certificate late and
sending it in ontime assoon as| got it, they sent me anasty letter saying they never received my certificate. | had
to ring once again and tell them | was sorry but | had sent it and had acopy of what | had sent. | suggested they find
it because | was not filling in another one. They obvioudy found it because we got our account. In the meantime,
while we were changing from HIH to Gl O the problems we encountered meant another week chasing up issues. |
am trying to run abusiness; | should not have to be chasing up things through Workcover or through our insurer.

In the meantime — showing its inefficiency — Workcover sent out a brochure stating that it would increase GST
by 12 per cent. | then rang the ACCC and was apparently one of thefirst peopleto ring and complain. Asyou
would al probably be aware of now, anew lesflet has been sent out to rectify that mistake. In my opinion that once
again shows Workcover’ sinefficiency to run things properly — and we are paying higher premiums because of
that, are we? The other thingis| — —

Mr THEOPHANOUS — The GST is not Workcover’ sfault, isit?

MrsSTEWART — Itisnot, but it stated on the brochure that it would charge 12 per cent for GST, when
GST is 10 per cent.

Mr THEOPHANOUS — Are you aware that there are two charges?

MrsSTEWART — | am. But the way they put it in thefirst brochure was totally wrong, aswe all know,
and they then had to put out another brochure. That isthefirst brochure.

Mr THEOPHANOUS — Are you aware that the GST is made up of 10 per cent — —
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MrsSTEWART — Yes.

Mr THEOPHANOUS — Plus another 2 per cent, which is an administrative cost on Workcover?
MrsSTEWART — That isexactly right.

Mr THEOPHANOUS — Infact, itis 12 per cent, isit not?

MrsSTEWART — As| was saying, the brochure was false, which they well knew, after being— —
Mr CRAIGE — Fas.

MrsSTEWART — | am only stating facts here, and the difficulties we go through as a business. Why
should | haveto ring up the ACCC to complain about a Workcover mistake? That isdl | am stating here.

Mr THEOPHANOUS — Y ou might have done well to ring up the federal government to ask why it put
onthe GST inthefirg place.

MrsSTEWART — | would like to do that, but since we are here to discuss Workcover, | will not get into
the GST. | would probably have 100 pages on GST — —

MsDARVENIZA — We are coming back for GST.

MrsSTEWART — The other problem | have isfrom apersonal point of view — that is, that | am not
particularly impressed with the continual thrests we seem to get on dl the letters sent to us. Why do they haveto
threaten us? | pay my bills— | dways have; | have never, ever, not paid aWorkcover account ontime. If | send
out an invoice or an account to aclient, do | put athreat on the bottom of the |etter? No.

Mr THEOPHANOUS — Can you give us an example of the threat?

MrsSTEWART — Itisjust — | have not actually brought letters with me, no, but it isjust continual —

Mr THEOPHANOUS — Can you remember one?

MrsSTEWART — If you read the Workcover lettersthat are sent you will seethat thereis aways some
form of threat — ‘If you don't pay’ by acertain date, or, ‘If you don’t do this', or, ‘If you don't do that’. Yet it
would seem to methat it is okay for them to do things late — as we well know from the episode | mentioned
previoudly. It is okay for them to run their businessin alate fashion, yet | cannot do my things— not that | would,
because | have never, ever, paid ahill late.

MsDARVENIZA — What sorts of things? Can you give us an example?
MrsSTEWART — Of thethreats?
MsDARVENIZA — Yes.

MrsSTEWART — | am just saying that al the letters— in my opinion, yes, they need to let people
know so they are aware of the fact that if they do not pay on timethey will be penalised — | do not have a problem
with that. But isit necessary to continually put it on every |etter received? Personadly | fed it isan unnecessary
comment. | do the right thing; do | need to read that every time | open my account?

Mr BEST — Itisnot adirect threat; itisan implied threzat.

MrsSTEWART — Itisnot, no; | realiseit is not apersona vendetta againgt me, but it isnot anicething
to haveto read every time. That istheway | fedl. With all the other frustrations, | really don’t need that on top of it.

| don't know if thisis something to bring up here or not, but | will bring it up. With the insurer we had, which was
HIH, the name Reg Shields, manager underwriter, was written on the bottom of al the letters. Now when | rang
HIH and asked to speak to him | found that he does not actually exist. How can somebody’ s name be put on the
bottom of aletter when they don't exist and you can’t speak to them? It sounded very suspiciousto me. What isthe
point? If you write aletter, even if you write it on behalf of someone, you should be able to have accessto

somebody.

12 December 2000 Economic Development Committee 118



The CHAIRMAN — Mrs Stewart, the reference before us relates particularly to premiums — how they
are s&t, whether they are too high or too low, how they impact on your business, and any changes to the manner in
which premiums are determined in future. The committee can make recommendationsin that area. | am
particularly keen for you to concentrate on those i ssues to do with premiums, as we have now used up half the
allocated time.

MrsSTEWART — All right. What | was getting at at the beginning of what | just stated isthat | just feel
thereis obvioudy somelack of communication. Whether it isacost thing in Workcover which isthen put back
onto us to make our premiums so high, | am unaware. But it seems very suspicious to me that things are not run
according to the way they should be.

Asfar asthe premiums go, we would like to know why we have to pay a premium on super, and why super is
incorporated as part of our remuneration. Our company isa 90 per cent labour-intense type company. So we have
to pay Workcover premiums on 90 per cent of our remuneration — which isa heck of alot of Workcover, asyou
could well imagine. Being afixed contract company, when there is an increase we have absolutely no way to
redeem that money.

This year we had to take out an overdraft to ensure that we could pay our Workcover premiums on time. It cost
$1000 to take out an overdraft, on top of al the other increases, but if we don’'t and we can't pay our premiums, as
you well know, we are penalised. What choice do we have? We either have to take the money that we have to pay
extraout of our own wages, which iswhat we have done this year, or we have to put off aworker — whichin these
timesisvery sad.

Mr STEWART — Another thing, too, isthat nearly all our work isthrough government contractsand is
at schoals. In my opinion, if thereisarisein Workcover or arisein super there should be a clause to say that that
increase is passed on — whatever it is— to the cleaner or whoever. The government obvioudy gives a school that
increase when thereisarise in Workcover premiumsin the budget; that should be automatically passed on to fixed
contracts. That is one areathat people like us, who are on fixed contracts, find difficult — especialy when a
Workcover rise comesin the middle of the year, when our period of negotiation with schoolsis at thistime of year.
We cannot project forward what will happen in June or July. That is one areathat is difficult.

Mr BEST — | will get back to an origina point. Y ou were originaly employed as a husband and wife
team?

MrsSTEWART — We have seven staff.
Mr STEWART — We have seven employees who work for us, Dianne and | own the company.

Mr BEST — When you sought the information from Workcover how many extra empl oyees were you
considering putting on?

Mr STEWART — Four.

Mr BEST — Totakeit from 7 to 11?

Mr STEWART — No.

Mr BEST — From three to seven?

Mr STEWART — Yes.

MrsSTEWART — Yes.

Mr STEWART — We employ one full-timer and three casuas extra

Mr BEST — Okay. Can you remember what your Workcover premium was when there were three of
you?

MrsSTEWART — | think it was 3 point something per cent; now it has gone up to— well, that is
another thing; to get the percentage was interesting — 5.64 or whatever, but the potentid isthereto go up to 7 per
cent, which iswhat our rate or premium could be, because that is what the cleaning contract rate is at the moment.
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When | rang Workcover the other day — | needed to find out exactly, because we were going in to renegotiate the
contracts— | wastold that Workcover premiums could go up again at the end of the financia year. But by how
much, see? No-one could tell me. How can | go in and renegotiate a contract when | do not know how much
Workcover will cost?

The CHAIRMAN — Who told you it would go up at the end of the year. Wasit Workcover in
Melbourne?

MrsSTEWART — Yes, | rang the Melbourne number and they told me that. The other issue iswith the
7 per cent. | cannot understand why cleaning isjust lumped in one category.

The CHAIRM AN — When they told you it was going up at the end of the year did you get the
impression that the increase would be in the premium rate or that the cleaning percentage would go from 5 per cent,
or whatever it is at the moment, up to 7 per cent?

Mr BEST — From three per cent to seven per cent.

MrsSTEWART — They did not actually say that. That was my issue: why the percentageis 7 per cent
and why cleaning islumped into one category, when cleaning can be so different in various areas. There are people
cleaning high-rise buildings and others cleaning offices, yet there is only one classification. It seemsvery odd. It
seems to me that we are paying premiums on Joe Blow down the road who may have had lots of claims. | ask and
ask and ask about the data and information and what it is that has made our percentage so high.

The CHAIRM AN — Have you finished your submission? We have some questions and we are running
out of time. Have you covered all the issues you wanted to raise?

MrsSTEWART — We have, yes.

Mr THEOPHANOUS — | am trying to figure our what you are talking about with thisindustry rate. The
cleaning industry rateis set at 7 per cent this year. What has happened over aperiod of years, as| understand it, is
that all small businessesthat were less than the industry rate have been gradually brought up to the level of the
industry rate. Have you had a succession of increases over the past few years? Isthat what has been happening?

MrsSTEWART — No, not at all. | thought that iswhat would happen but it would seem that while we
have gone up other people are on 0.33 per cent. To methereisavariation in theindustry rate from 0.33 per cent up
t0 8.40 per cent.

Mr THEOPHANOUS — What has happened with your premium over the years?
MrsSTEWART — It has gone up.

Mr STEWART — We have not made any claims but it has gone up every year.
Mr THEOPHANOUS — That iswhat | am getting at. Has it gone up every year?

MrsSTEWART — It has gone up naturally because we have more staff but the percentage has risen. It
went down oneyear. Thefirst year we — —

MsDARVENIZA — What was thefirst year?

MrsSTEWART — To be honest | cannot remember, but it wasfairly high.
MsDARVENIZA — No, what year did you start the business?

Mr STEWART — 1992-93.

Mr THEOPHANOUS — What | am getting &t is since 1992-93 it has progressively gone up.

MrsSTEWART — Yes. It went down the second year we were in business and from that point on it has
progressively gone up to the high percentage it has now reached.

Mr THEOPHANOUS — Itisnow 5 per cent or something?
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MrsSTEWART — We are paying 5.6498 per cent or whatever itis.

Mr THEOPHANOUS — Y ou have been told that it will continue to rise until you get to theindustry rate;
isthat right?

MrsSTEWART — | inquired because | needed to calculate it so we can work out the contracts and | was
told that the potentia for usto go up to 7 per cent isthere, so | actually need to calculate 7 per cent whenwegoin
for acontract. If | do not, wewill find that we are running at aloss.

Mr THEOPHANOUS — Being asmadl businessyou get the industry rate. If you are alarge business
then your own experience is calculated much more. Thetroubleisif it wasal done on your own experience it
would be fineif you had no claims, but what if you had one $3 million claim? What would that do to you?

MrsSTEWART — It would put us out of business. That isthe other issue, when you haveto pay for the
excess. We have had to take out an overdraft. We have been lucky; we have had no claims and we try to ensure that
we do not have claims, but you would be aware that it does not take much to have aclaim.

MrsCOOTE — You said before that when you finally got on to Workcover in Mebourne they intimated
that you may have an increase. That isthe 7 per cent you have just been speaking about. What sort of increase
would make you consider whether to put on staff or not? If you were to get a premium rate of alot more that you
have aready had, how would that impact on you? Would that be a concern for you?

MrsSTEWART — To be honest, if it goes up at all we cannot put anybody on. Asit stands now, we will
have to consider putting staff off next year because when we asked for a negotiation about our contract we were
told there was no money in their budget to give us an increase. At thispoint in timeit islooking like we will not get
an increase on our contract. If we do not, we will be out of pocket from last year and we cannot carry that over for
another year. Wewill have to put off astaff member.

MsDARVENIZA — Y ou havetold us alittle bit about your most recent experience with premium rises
and your experience over the years you have been in business. It would be hel pful to usif we were ableto look at
your situation and what it has been. Would you have any difficulty in making available to the committee, through
Workcover, the information about your present rating and past experiences?

MrsSTEWART — So that you can contact Workcover?
MsDARVENIZA — Yes.

MrsSTEWART — No.

MsDARVENIZA — That would be very helpful to us.

Mr BEST — Could you give us an indication of the length of timeit has taken you to get an
understanding of the increases you have incurred and the information you have been seeking from Workcover?

MrsSTEWART — Theinformation on the increases did not take melong to work out at al; that does
not teke long. It istheinformation | need to ensure that | do the right thing by my staff, so | do not have aclaim that
takes me the time to get.

Mr STEWART — One of the things we want to know is: in the cleaning industry what do people make
claims on most of thetime? Isit back, arms, shoulder? That was some of the information we wanted to get from
Workcover so we could go to our employees and say, ‘ Don’t do that, do it thisway’. We could not get that
information.

Mr BEST — You weretrying to be aresponsible employer.
Mr STEWART — Exactly.

MrsSTEWART — | know you do not want to go to that but that was my other issue. When | rang up and
asked for that | wastold that | was odd and they did not know of anybody who would ring and bother to ask those
guestions. The man was very nice on the phone, he was not nasty at al but he basically made mefed like | was
stupid for asking. | am sorry, but | do not careif | bang my head against abrick wall, | will do theright thing by our
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staff. | dways have and awayswill. If it meansthat it comes out of our pocket, it will. The unfortunate thing isif
we do not get an increasein our amounts for next year for the contracts we will have to put off one staff member.

Mr BEST — Asahit of advice, | suggest you try to get that book.
MrsSTEWART — We have that book but it does not help.

Mr BEST — Theindustry rate will be 7 per cent which meansthat if you are on 5 per cent now you will
receive a 20 per cent increase in your premium.

MrsSTEWART — Hetold me that that book would change. When | rang up to double check that
industry rate so | could do my budgets ready to take in for the contracts | wastold that that book would possibly be
changed.

Mr BEST — And that they would increase?

MrsSTEWART — Yes.

Mr BEST — Sotherate here of 7 per cent — —

MrsSTEWART — | am left in Limbo land.

Mr BEST — Y ou do not know whether it is 7 per cent or it isgoing to be 10 per cent?

MrsSTEWART — No. | have calculated 7 per cent but in my own mind | am very worried that it go up
higher. | cannot go to someone we are trying to get more money out of and say that | think it could go up to 10 per
cent. They certainly will not cover the cost of that when they can pick up that book and seeit is 7 per cent.

Mr THEOPHANOUS — Are you aware that for small businesses like yoursalvesit cannot go up by
more than 20 per cent? It is capped at that.

MrsSTEWART — Yes.
Mr THEOPHANOUS — So you can plan on that basis.

MrsSTEWART — Y ou can but then we were told that that book might be superseded within 12 months
because the government could be looking at putting Workcover up.

Mr CRAIGE — You are aware that the Bracks Labor government made it very clear that it would
reintroduce common law into Workcover so you knew there would be an increase. Were you ever aware that the
Labor government in Victoriawould also increase the other areasin respect of Workcover like the industry
classification, rounding up and al of that?

MrsSTEWART — Yes, we were through VECCI.
Mr CRAIGE — Did they let you know &fter it happened?

MrsSTEWART — Nothing was actualy clear asfar as| knew. Thelast lot of information that | can
remember we got from VECCI did not state alot of the facts clearly. | might have missed the document but |
usualy read their newdletters.

Mr CRAIGE — Would you accept the fact that they did not know that these other things were going to
go up until after it happened?

Mr STEWART — That could be so.

The CHAIRMAN — Thank you very much for coming along today. We will send you atranscript of
what has been said so you can correct anything if we have it wrong. Thank you for your time.

MrsSTEWART — | would just like to say that we certainly do not have any objection to paying
Workcover aslong asit is ahasde-free situation and it helps our employees. | do not have a problem with it but it
needsto befair.

Witnesses withdrew.
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The CHAIRM AN — We welcome to the hearing Mr Graeme Shearer, secretary of the Ballarat Regional
Trades and Labor Council. All evidence taken by this committee, including submissions, is subject to
parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act and the
Parliamentary Committees Act. We welcome you and thank you for coming along. | invite you to make a
submission to us, after which we will ask you some questions.

Mr SHEARER — No problem. | am pleased about the parliamentary privilege. My comrade from
Gedong gave me acall earlier and said that he may have required it after his ddlivery to the panedl.

From the outset, from where | Sit as arepresentative of the workers | must say that the major thing for meisthe
ddivery of benefitsto workers who are unfortunately injured in the workplace. We need to have adequate
premiums; | do not think they are excessive at the moment; and we need a system that is sustainable. They arethe
three key factorsthat | see.

One of the things that annoys me from time to time when workers are injured is that people imagine they do not
lose monetarily when they go off from work. The fact isthat, as you know, over a period their benefits are reduced.
| have dways believed we should have a system that alows people to be paid benefits equivalent to what they
would have earned in the workplace had they not sustained injuries.

Y ou would be aware that the trade union movement lobbied pretty extensively to have the 2.22 per cent made
about 2.3 per cent to alow for those workers who unfortunately missed out on common-law rights between
November 1997 and October 1999. Naturaly | am abeliever that should have been in place and that the premiums
should have been higher.

It goes without saying that when you are the third cab off the rank — | understand that Leigh Hubbard from the
Victorian Trades Hall Council has addressed the committee, as has John Kranz from Geelong — thereisabit of a
problem in that you may repeat the same things again. If it does not matter, | will go ahead and do that.

Mr THEOPHANOUS — Y ou could not repeat what Kranzy said, anyway.

Mr SHEARER — No; he said he had a hit of fun, actualy. He was looking forward to the day, and he
redly enjoyed himself.

| do not believethat at 2.22 per cent the premium is excessive. My information isthat in 1994 it was 2.3 per cent,
and that the Kennett government pulled it back to 1.7 per cent during itsreign. | think the Kennett government has
alot to answer for, because | am told there is an unfunded liability of some hundreds of millions of dollars— some
millions of dollars— and that really isas adirect result of the Kennett government’ s action in pulling back the
premiumsto aredly ridiculouslevel of 1.7 per cent.

We have a situation where our levy at the moment of 2.2 per cent is about even or lower than those of mogt statesin
Austrdia | do not believe the current premium level impacts on employment in any way. | would liketo relate that
the last two people who came to see me before | came across here made clear indications to me — not from any
conversation piece of my own. | have not heard one person complain about the premium levels— not one person.
What people are complaining about, as| will convey to you, are things like the GST. That is exactly what the last
person | came across before talked about: the impact of the GST; not Workcover.

Mr THEOPHANOUS — Y ou have been speaking to him.
Mr SHEARER — No, theredlity is— there is a problem when you go around the state — —
Mr McQUILTEN — Have you been talking to Josi€' s Transport aswell ?

Mr SHEARER — Serioudly, | think that lower premiums deliver an inferior system. | will tell you quite
truthfully that the trade union movement will be lobbying the government during itsterm to try to have the benefits
to workers lifted. We were grateful to have the restoration of common-law rights; they should never have been
taken away. We will look for additional benefits for workers to see that they are not detrimentally affected
financially as aresult of sustaining workplace injuries.

Under the Kennett government a frightening system wasin place. People were not even prepared to proceed with
claims. | had peoplein my office from time to time who, because the system terrorised them so much and created
such enormous losses to them, were not prepared to proceed with claims they had for justified workplace injuries
that were sustained in the workplace. | do not want to see areturn to that.
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| have looked at the guidelines and the reasons for the levels of the premiums. | would suggest, as| have said, the
key factors are that there are fair and just benefits to workers and that they are not financially affected as aresult of
sustaining workplace injuries, that premiums are adegquate — the moment they are probably at the bottom leve; |
would like to see them dightly higher — and that the system is sustainable. One would hope with time we will see
if the system is sustainable, given the current level of premiums.

Let mealso say how | think it should be attacked — | know this has been said to you before, because | have read
some of the submissions. The reality isthat we must look at reducing premiums through attacking the problem at
the core or codface. That isto ensure that we address the issue of workplace safety. Self-regulation does not work.
We have gone back to aregulatory system, and | am pleased to see that the current state government is about to put
in place 60 or 70 more workplace inspectors.

I usethe word ‘inspectors because they are very important. People who go out there just as advisersto peoplein
the workplace and who have no powersto act to ensure that employerslive up to their obligations and that their
employees work in asafe and healthy working environment have no teeth. | think that was quite evident during the
term of the Kennett government, when there was amassive relaxation of occupationa hedth and safety standards
inworkplaces. We al know there have been many deaths over along period. We cannot continue to tolerate that. If
we can attack the problem in the workplaces with joint efforts from employers and employees to ensure that
occupationa hedlth and safety standards lift, we will ultimately see premiums wound back.

Primarily that is about what | haveto say at thispoint. As| said, | do not believe any businesses are about to close
down. This has probably been said to you before, but if you went around to 99 per cent of smal businesses at the
moment and asked them, * Do you think petrol istoo high?, they would say yes, and, ‘Do you think gasistoo
high?, they would say yes, and, ‘ Do you think Workcover premiums are too high?, they would all say yesto
every one of thosethings. | think it isabit of adorothy dixer asking people in small business, ‘ Do you think
Workcover premiums are too high? , because they would probably say yesin the hope they might take off a bit.

Another thing which isimportant and which | know has been related to you is that in 1993 the Kennett government
abolished the state award system. Over the past Six or seven years there has been amassive drop in the cost of
running small business asfar as labour costs go. The Fair Employment Bill that we are pursuing at this point in
time — the upper house is causing some problems. | sincerely hope its members come to their senses between now
and next March— —

Mr BEST — Weare all upper house members.

Mr SHEARER — No, that Sideisal right; it isthis side that is struggling. The redlity isthat the Fair
Employment Bill would be of concern to some small businesses; | do not see the arguments they have. But to
suggest that Workcare premiums will cause businessesto fall over isafallacy. That is about — —

Mr McQUILTEN — | think he has answered all of my questions without taking a breath.

Mr THEOPHANOUS — Graeme, thanksfor that; it was comprehensive. Y ou mentioned the amount of
the premiums. Y ou would be aware— | think you mentioned this— that, even with the increase, the average
Victorian premiums are still the second lowest in Austraia.

Mr SHEARER — They are.

Mr THEOPHANOUS — Thered issueis: who pays? With thisinquiry we are largely talking about the
distribution — that is, whether if one company pays more another company will pay less. But overal the amount
being paid will ill be——

Mr SHEARER — It will be 2.22 per cent.

Mr THEOPHANOUS — Yes. Many of the complaints we get are to do with individual companies.
Some of us are concerned that thiswill turn out to be a set of hearings for companiesto cometo to have abit of a
whinge about premiums that have gone up. Do you know companies whose premiums have risen and others whose
premiums have come down? |s that what comes back to you?

Mr SHEARER — | am not totally conversant with the manner in which it is done right across the
industries. My understanding is that when Workcover and the premiums were first introduced they were gauged on
the potential for accidents to occur. The performances were gauged at alater stage and that determined the level of
the premium for particular industry sectors. As| understand it at this point in time, the significant increase which
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occurred in some areas s atributable to two or three things, one of whichisthe 17 per cent across-the-board
increase because of the restoration of the common-law rights, and the GST — and the GST is payable and
retrievable.

In addition, because some employers were not putting in their correct remuneration figures Workcover said it
would give them ahit of ajerk in the arm by upping their premiums by 20 per cent. Some people did not respond to
that and found they had an inflated increase in their premiums.

I have not had employers come to me complaining about the Workcover levy. | have to be quite honest with you
and say not one has come to me and complained about the Workcover levy. Let me say quite serioudy that | have a
lot of contact with small business. If you go out around the town visiting you are talking to them from time to time
about awide range of things. | might say in relation to small business for members on that side, quite honestly we
now field al the questionsin relation to terms and conditions, as substandard asthey are in the industry sector, for
many employers because they cannot gain that information anywhere el se because the Kennett government
removed al the services. We have alot of contact, and Workcover is not an issue, | think it has been blown out of
thewater and isnot anissue at al. The Workcover levy isan issue that has been trumped up. We should always be
looking at how we can make it afairer system, but if industries are not performing and some particular employers
are not fulfilling their obligations to have a safe and healthy work environment, then they should be subjected to
pendlties.

Mr THEOPHANOUS — | want to come back to that in relation to small business. Some of the figures
we have been given suggest that thereis till at least a$50 million cross-subsidy from large businessesto small
businessesin Workcover. Does your organisation have any view about whether that cross-subsidy from large to
small businesses should remain in place?

Mr SHEARER — No, and | personally do not have a problem with it. My understanding isthat on the
first $15 500 you do not attract alevy at all and your premium starts to be calculated from there on, based on the
total wageshill. | would have suggested that that was a great benefit to small businesses.

Mr THEOPHANOUS — It is— about $50 million.

Mr SHEARER — Itisasubgtantia benefit to them and one | believe they should be extremely grateful
for.

Mr CRAIGE — Inyour opening remarks you referred to the reintroduction of common-law rights and
said that you were seeking additiona benefits. We heard this morning that you are pursuing other areas and that in
fact the trade union movement islooking for some levy to go on top of the current scheme to cover people who
were not able to access common-law rights while they were abolished. Do you support that principle herein
Ballarat?

Mr SHEARER — Let me say from the outset that that was a campaign that took place up to and
including the time the new legidation was introduced. We |obbied the government very strongly to haveit at
2.3 per cent instead of 2.22 per cent. That would have allowed afund to be established to compensate those people
who through no fault of their own but through the stupidity of the Kennett government lost their rightsto access
common law when they were injured in the workplace and the employer was negligent. The redlity iswe believed
those people had been unfairly dealt with and we would have liked to see the levy go up for aperiod of time until
some sort of mechanism could be put in place to give them some access to compensation. | would say to you very
sincerely that | support that. However, that is not amajor thrust for us at the moment and it is not what | was
aluding to.

What | was dluding to in relation to workers compensation isthat it isafallacy to believe that workerswho sustain
injuriesin the workplace do not lose out. | dwaysfind this with Workcover — if you are not injured, you do not
give astuff about the person who is. Theredlity isthat time and again | have seen people ruined financiadly asa
result of experiencing the adverse effects of aworkplace injury. | do not believe that after X amount of time your
benefits should be reduced. | believe if you are not fit for work or if thereis no return-to-work program, whether it
befor 13 weeks or 33 weeks, you should still receive 95 per cent or 100 per cent of your previous earnings. That is
what | was aluding to.

Mr CRAIGE — Isthat what you meant by initial benefits?
Mr SHEARER — Yes.
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Mr CRAIGE — Arethey the sorts of things like run-out period, that it is 100 per cent — —

Mr SHEARER — No, | am not advocating that there be no run-out period. What | am saying isif you
looked at the time that most people who sustain workplace injuries miss work, you would be able to gauge atime
that recovery from those injuries takes. | believe people should be adequately compensated during that time of

incapecity.
Mr CRAIGE — Doesit matter if premiums go up much?

Mr SHEARER — A ot of people disagree, but | would like to see a hedlth system in Austrdiawhere we
all paid adequately in additional taxes to ensure people can access hedlth care if they need it. | believe the situation
with workers compensation isvery similar. | am probably being abit fanciful in relation to it, abit utopian, but |
come from the abattoir sector: | spent 25 years working in the meat industry. | have seen many bad injuries and
seen people lose out big time financially as aresult of those injuries. It isadeplorable situation and one that needs
to be addressed. Mind you, that is an individua opinion of Graeme Shearer and | do not want you to get off on a
tangent thinking that anyone el se in the trade union movement is pursuing that. However, it is something | will be
raising in the future.

MsDARVENIZA — Do you support an experience-rated system? If so, what do you think are the
advantages of having those employers who have more injuries occur in their workplaces pay more money and
those with fewer injuries pay less?

Mr SHEARER — Y ou have asked me a question that | must answer honestly, and | do believe that the
experience-rated systemisal right. | think it has certain benefits— that is, it makes sure that employersin those
areas haveto lift their game and if they do not, they will receive significantly higher premiums. Those employers
who do get out there and work hard in their workplacesin conjunction with their employeesto makeit asafe
environment should be rewarded. It isasystem whichisdl right. | do not have a problem with it.

MrsCOOTE — Thisis probably elaborating on the answer you gave Mr Craige, but why isit that the
trade union movement supports the common-law system, given that both the Cain and Hawke governments
severely restricted it? Could you give me an understanding of why it isthat the trade union movement specifically
wants to support the common-law system?

Mr SHEARER — We have acommon-law system in place.
MrsCOOTE — Wedo now. Could you explain to mewhy it is exactly?

Mr SHEARER — Can we start by asking why was it removed? Why did the Kennett government get rid
of it?

MrsCOOTE — | am asking youl.

Mr SHEARER — | believe that if an employee sustains an injury in the workplace and thereis
negligence on the part of the employer, that employee should have every right to resort to the common law. Itisa
fundamental right which | believe workers should have.

The CHAIRMAN — | think we are getting a bit off the terms of reference with that question.

Mr McQUILTEN — Thismorning we heard from VECCI in Geelong that a number of people in that
area have aview that they would like to have occupational health and safety taught in schools. | thought that was a
good idea. What do you think about that concept?

Mr SHEARER — | do not have a problem with it whatsoever. | have aways fdt that occupationa health
and safety is not only the obligation of the employer, but also the obligation of the employee. Itisajoint thing. Itis
intheinterests of everyone to ensure that workplaces are safe. | think if we can introduce younger peopleto
occupational health and safety and the need to look at doing things safely, doing it has to be positive.

The CHAIRMAN — Thank you very much for coming along today. We will send you a copy of the
Hansard report for any corrections you may wish to submit to us. Thank you for your time.

Witness withdrew.
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The CHAIRMAN — We welcome Ms Tracey Browne, group manager , health safety and environment
manager at Bendix Mintex. All evidence taken by this committee, including submissions, is subject to
parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act and the
Parliamentary Committees Act. Would you like to make an opening statement and then we might ask some
guestions?

MsBROWNE — | was asked to give an overview of our business and the size of the organisation we are
talking about. Bendix Mintex manufactures friction materia for the automotive industry. Our headquarters and
main manufacturing Site are located in Ballarat and have been for almost 50 years. Within Australiawe employ in
excess of 800 peoplein Ballarat, and salespeople at state offices, with our largest grouping being in Mebourne.

Bendix isan organisation that is committed to improving the health and safety performance within its sites. We
employ and engage experienced hedth and safety professionals, and support our employees when they want to do
some additional training to assist with that. Each year we spend large amounts of capital to upgrade equipment and
processes to minimisetherisk of injuries. We do have some issues that we are needing to deal with. Where our
employees are injured, they are definitely entitled to compensation and assistance with return to work, and we
recognisethat it is our responsibility to fund that.

When talking about the premium — and definitely al | will focus on will be theinitia premium for 2000-01 — |
will focus on just one workplace, because it accounts for 85 per cent of our remuneration and 99 per cent of our
premium — that is, the manufacturing site in Ballarat, which is registered under motor vehicle parts manufacturing
(not elsawhere classified). There are acouple of other thingsin relation to what | will talk about. Because the GST
isredeemable or claimable, any increases | will talk about exclude GST, and to overcome any changes due to
movementsin remuneration | will talk about movementsin the percentage that we pay rather than in actual dollar
figures.

I will give ahit of background. | have been involved with workers compensation premiums across a broad range of
industries since 1989, s0 | have been involved with both Workcare and Workcover. The most frustrating part of the
Workcare system was that premiums — or levies, as they were then called were unpredictable. Because of the
relative nature of levy cdculations, you could have significant improvement in your performance from aclams
point of view and still end up with amuch higher levy because everybody esein the industry also improved; the
bonuses and penalties were based on where you sat in the industry, not where your pure performance was.

One of the mgjor salling points of Workcover, when it was firgt introduced, was that the premium caculation
would not be based on relative performance, it would be a pure experience-rated system, and employerswould be
ableto be confident that if their claims experience improved, their premiumswould aso improve. Unfortunately
experiences at Bendix in recent years have shown that that has not necessarily been the case. Our premiums are no
more predictable now than they were back in 1992-93.

| have done an illustration of the movement of our premium since the Workcover system first camein. | havetried
to show the comparisons between the movement in our claims experience and the movement in our premium.
Because thisinformation is confidentid, for the public hearing | am presenting it without |abels on the table or on
the chart, but we are quite happy to provide to the committee the information on the actual ratesbeing paid asa
commercia-in-confidence document.

Y ou will notice that | have graphed the claims—remuneration ratio, the line across the bottom, which shows the pure
relationship between our claims cogts, including estimates, and our remuneration before any of the factorsthat are
used with the premium are taken into account. Although we definitely had some increases early on in the scheme,
we have managed to maintain a reasonably even keel over more recent years, and in the past couple of yearswe
have seen areduction in our claims costs— at last.

The dark blue line at the top shows our experience factor asit has been cal culated once the F factors have been
applied to the premium. That shows asimilar level of movement to our claims costs. That has enabled usto at least
maintain our level of premium, athough the reduced claims costs have not led to areduction in the actual premium
paid. Thereason for that istheincreasein F factors and the increase in the industry rate. On the right-hand side you
will seethat this year the industry rate went from 3.95 per cent to 4.78 per cent and that in 1998-99 it was 3.26 per
cent, so we have had an increase each year. The F factors have also gone up from those that were applied last year.

The dark red line on the chart shows the premium rate that we are paying from year to year. The dotted line on the
|eft-hand side and the straight line that goes to the highest point show the premium cal culated without surcharges.
Most of you would recall that there were surcharges on the system when it was first introduced. The other dotted

12 December 2000 Economic Development Committee 129



line shows where our premium would have been this year if the 19992000 industry rate and F factors had been
used instead of the increased F factors. Because we are an industry and afairly large organisation that understands
the premium cal culation and recognises what we can do to influence that, as the year progresses we do afair
amount of estimating to get afed for whether we will have an increase or a decrease when a confirmed premium
comes, and what sort of initial premium we can expect to receive each year.

For that reason we do calculations, based on the estimates that our insurer provides us and using the industry rates
and the F factors that were applied the previous year, to which we add a bit — because we aways expect it will go
up and there is nathing worse than telling the financia controller that we think we will get arefund and then find
we haveto pay extra. We were obvioudy aware of the 17 per cent that was being discussed to fund common law
and GST, so we factored that in aswell. We received advice from our insurer of what the industry rate and the

F factors would be, and the premium we cal culated was around 16 per cent higher than our experience would have
indicated — using the industry rate and F factors from the year before. We thought, ‘Y es, that sounds around about
right; this higher rate has been talked about’ . So once again we will have a situation where decreased claims costs
have not given us adecreased premium — but at least it has not gone up.

Unfortunately when we got advice of our premium it had another 17 per cent on top of what we calculated. Given
that | have been calculating the premium every time it has come out for the past however many years the system
has been in place it seemed strange to me that for once my spreadsheet could not calculate the premium correctly. It
was only through digging back through the bookl et that indicates the premium calculation that | discovered the

17 per cent, which | call asurcharge dthough | do not know what other people may call it, where it talks about
calculating the Workcover premium and multiplying everything by 1.17 or alower number, if determined by
Workcover. Effectively we ended up with an increase of around 34 per cent, not over and above what our premium
was last year but over and above what our premium would have been based on our reduced claims costs using the
same factors aswe used last year.

Looking towards the future, as | mentioned the booklet talks about the premium being multiplied by 1.17, and it
also states that the increase ensures that the costs associated with the change in legidation are covered. Given that
claims estimates used for the calculation of the confirmed premium will include actual or estimated common-law
costs associated with claimsin the period — and presumably by then we will have an understanding of the impact
of the GST, whereit is not reclaimable — it seemsto us that there can be no justification for applying to the
confirmed premium the 17 per cent surcharge that has been applied on theinitial premium.

We recognise that workers compensation systems are not insurance systems in the pure sense, and it should not be
possible for an employer to insure against the injuries that they cause their employees. Premium systems should be
designed to drive improved health and safety performance through a structured process of predictable incentives
and pendlties. However, it has been our experience over recent years that changesto F factors and industry rates
have meant that adecrease in claims costs has not been reflected in adecrease in premium. For usthisisin spite of
significant resources being alocated to prevention, improvement in our workplaces, improvement in our processes
and the management of claimswhen they do occur, and really making serious attempts at hel ping people to return
not just to work, but aso to their normal lifestyle.

The difficult thing for usisthat we cannot illustrate that an improvement in claims costsis leading to an
improvement in premium. Each year we haveto illustrate to our executives what our premium would have been if
we had not reduced our claims costs. For usit has remained the same, so | have to do awholelot of illustrations for
them and say, ‘Y es, it has not gone down thisyear, but thisiswhere it would have been if we had not reduced our
claims costs from where they were last year'. | request that the committee recognise that the Workcover premium
system must deliver. It must help to improve health and safety performance and claims management by providing a
system where employers know that if they invest in improvementsin health and safety they will have
improvementsin their premium.

Theinitia premium for 2000-01 did not deliver that for Bendix. We have reduced claims costs but, unlike previous
years, we did not get a decreased premium — in fact, we had an increased premium. As| said, the 2000-01
confirmed premium will include real claims costs and estimates based on the expectation of common law. For that
reason we believe the application of the 17 per cent surcharge on the confirmed premium cannot be justified.

Mr BEST — Canyou give me an indication in dollar terms of the difference between the top red line and
the bottom dotted red line?

MsBROWNE — | can. It is around $600 000.
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Mr BEST — About $600 0007
MsBROWNE — Yes.
Mr BEST — What impact will that have on your company?

MsBROWNE — | suppose we are lucky, we are abig business and for us it obvioudly has an impact on
the bottom line. It certainly does not lead usto a situation of thinking, ‘Isthisthe time to be moving out of
Victoria?, or anything like that. We are committed to Victoriaand to Ballarat, but asa businessit has an impact on
the bottom line. From the perspective of using Workcover premiums as away to help drive safety improvements, it
sartsto loseits credibility over aperiod of time.

Mr BEST — What money have you invested over the past three to five yearsin occupationa health and
safety measures?

MsBROWNE — In capitad directly, each year probably around between $0.5 million and $1 million
directly on health and safety improvements only, but we have had some major capita projectsin the multimillion
dollars— infact, | would hate to even anticipate what they were— in which we have dways incorporated our
health and safety improvements as well. Our justification for those projectsis based on productivity improvements,
cost savings and health and safety improvements.

Mr BEST — So when inspectorsturn up at your site, as unquestionably they will, what improvements are
you expecting them to demand of your company?

MsBROWNE — From a health and safety perspective thelocal field officers recognise what we are
doing. They have areasonable amount of involvement in our Site because of our size and see the change from year
to year, and from the start of the year to the end of the year, so they recognise that those changes are occurring. |
suppose they could aways find something they want to ask usto change straightaway, but | believe they arefairly
comfortable that we are committed and are making the changes — —

Mr BEST — | suppose my point isthat on paper you look to be aresponsible company tackling
occupationa health and safety issues, but there islittle incentive when you get a $600 000 increase in Workcover
costs.

MsBROWNE — That iswhere | am very lucky as a safety manager at Bendix Mintex that the company
is committed to improving health and safety irrespective of the Workcover dollars. For methat isajustification
processthat | would have to explain. A lot of businesses do not have that level of focus— and | have worked in
them myself — and the only way they can judtify health and safety improvementsis through an improved
premium. If | were relying on that in Bendix | would be having difficulties.

Mr BEST — Isthere aconsideration for you to self-insure, given the investment?

MsBROWNE — It is something to be considered. It is not something we are pursuing at this stage.
Mr THEOPHANOUS — How much isthe total wages bill?

MsBROWNE — It is$35 million.

Mr THEOPHANOUS — So it is $600 000 in $35 million. Y ou made a statement earlier and essentially
you said that the 17 per cent could not be justified, or wordsto that effect. When you say the 17 per cent surcharge,
areyou referring to the 15 per cent for common-law claims plusthe 2 per cent for the GST?

MsBROWNE — | am referring to the 1.17 that you multiply the premium by once it has been calculated.
If that is part of it, then yes.

Mr THEOPHANOUS — When it was e ected the government had avery clear policy to return
common-law rights. There was a calculation that that would cost 15 per cent. That was stated up-front; companies
were notified about that. There was an additional issue outside of the control of the Victorian government, which
wasthe 2 per cent for the GST, but those charges were well -known well in advance. | do not follow your argument
in saying that it could not be justified. Y ou might not agree with bringing back common-law rights, but that isa
different issue.
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MsBROWNE — That isnot what | am saying. What | am saying is we have an experience-rated system
which takes into account claims costs incurred and estimates of costs. We have the claims costsin the system and
we then multiply them by F factorsto get an actuarial analysis and calculate the premium from that. If we have
history which shows what our common-law costs are going to be and we have estimates of common-law claims,
then the people who should be bearing the costs of those common-law claims are the employers who are likely to
have them.

Mr THEOPHANOUS — The problem is we have not had common-law claimsfor threeyears, soitis
hard to have ahigtory. That iswhy the decision was made to make a 15 per cent across-the-board increase to cover
the prospective claims. It was estimated that the common-law aspect for the whole of Victoriawas going to cost
15 per cent, but it isabit hard to determine how much to charge each company based on history when thereisno
history.

MsBROWNE — If that isthe casg, if you have an employer who has common-law claims anticipated
and the cogt of that isincluded in the estimate, they will wear that 15 per cent twice because they have
common-law claims and an extra 15 per cent on top of that.

Mr THEOPHANOUS — There was athree-year period when there were no common-law claims. The
experience rating you are talking about concerns the previous government’ s common-law claims until acertain
point in 1997 when that part of the system was abolished. It istrue that the claimsin that period have been
structured into your experience rating, but there was no experience in common-law claims between 1997 and 2000
to base anything on. | do not want to get into an argument about it; | am just pointing out that it was pretty hard to
have an experience rating when there was no experience.

The CHAIRMAN — We are running out of time. Do you have aquick question?

Mr THEOPHANOUS — My quick question isit seemsto methat except for thisissue of common-law
claimsthe graph more or less traces your experience as an industry. If you look at the blue line and the red line you
seethat asyour blue line goes up the red line startsto go up and it followsiit to avery significant extent except for
last year, which isacommon-law issue. | would say to you that if you have agood track record over the next few
years on common-law claims, you will seeit start to track in the same way asit hasin the past.

MsBROWNE — | am sure that the system will claim to have enough background and history to put
estimates on any claimsthat are likely to have acommon-law basis. If there is enough history to do that, it would
seem reasonable that that history should aso be able to be applied so that people with common-law claims do not
get hit by it twice.

MrsCOOTE — Briefly, could you give me your understanding of what the F factor isand how it is
caculated?

MsBROWNE — My understanding is that at the end of the year when all the claims costs, estimates and
remuneration are in the system, a sophisticated computer program is run which applies actuarial data and works out
what is needed to fund the system to determine what F factors need to be applied to the claims of the organisations
and the insurers within the system.

MrsCOOTE — Inyour opinion, could you have different actuaries saying different things?
MsBROWNE — Yes.

Mr CRAIGE — In respect of the well-known fact of common-law rates going up, wereyou, asa
practitioner in thefield, aware that there would be rounding up occurring and that the industry classifications were
going to change aswdll?

MsBROWNE — Industry rates change on aregular basis. | expected the industry rates and the F factors
would be the way the 17 per cent would be funded.

Mr CRAIGE — Is 15 per cent going to be enough to cover for common-law claims, seeing we have had
thislack of experience over the past three years?

MsBROWNE — | have no idea
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MsDARVENIZA — Y ou have given us some information about your premiums and how they have
increased recently and in the past. It would be helpful to the committee if we were able to get some more
information from Workcover about your company. Do you have any problem with us getting that information?

MsBROWNE — Aslong asit isnot on the public record, that isfine.

The CHAIRM AN — Thank you very much for coming along today and giving evidence to us. We will
have a transcript from Hansard which we will make available to you as soon aswe can. If we have anything wrong
you can let us know. Thank you for coming aong.

Witnesswithdrew.
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The CHAIRMAN — | welcome Mr Peter O’ Brien, the manager of employee services with the Ballarat
City Council. All evidence taken by this committee, including submissions, is subject to parliamentary privilege
and is granted immunity from judicia review pursuant to the Constitution Act and the Parliamentary Committees
Act. Would you like to make a brief submission and then we might ask some questions?

Mr O'BRIEN — It is probably appropriate to give an outline of the Ballarat City Council. We have just
under 800 staff: we have afull-time equivaent work force of about 500. That covers full-time, part-time and casual
staff, of which we have large numbers. From an occupational health and safety perspective, it isvery diverse. We
have people working in al sorts of categorieswith al sorts of risks. That diversity ranges from the normal
maintenance construction groups through to home care. | am sure you would appreciate that with home care,
occupationd health and safety isabit more difficult when people are working in other people’ shomes. Thereis
quite adiversity of work.

Two years ago we realised that our Workcover premiums were quite high and as an organi sation we wanted to do
something tangible to change that. At that stage we had some grand visions of being able to do that over something
like athree-year cycle. | can assure you that that was optimistic, to say the least. We set up astrategic plan, and |
would like to spend a couple of minutesillustrating that to show that as an organisation we are committed to that
change, and that might explain some of my responses as we go through.

We set out a strategic plan working from the grassroots up. We based that plan on the safety map concept and went
about putting resources into our organisation to see if we could raise the profile of occupational health and safety,
asit just was not there. We went through training of al our supervisors and occupational heglth and safety people
together. We put something like 50 people through afive-day course. We hired an occupationd safety and health
coordinator, which is aterrific advantage for us. We established structures in our business units and appointed
safety representative groups a the business unit level and a peak committee for the council to oversee occupational
health and safety. We put dl our line managers through training. We aspired to and achieved thefirst level of safety
map last year, and we had an increased focus on return to work. We had a genuine commitment to saying we
wanted to provide a safe working environment; that iswhere we are coming from.

Our journey has been fairly turbulent. Having listened to the previous speaker, | agreethat trying to etimate
premiumsisatrick initsaf. | have had stabs at that over the past four or five yearsand | am lucky to get closetoit.
We have spent alot of time over the past few months having a much better appreciation of modelling and trying to
get behind the figures and get an understanding of them. From apractica viewpoint we arefairly disillusioned. |
will speak to you about thet later.

To give you some perspective, our confirmed premium for 1997-98 was $500 000-odd. In 1998-99 it was

$737 000, and in 19992000 it was $848 000. There are reasons behind that. Some of our early figures had
cappingsin them so we were not performing as we thought we were. Our 19992000 figure of $340 000 was on an
annua remuneration of about $19 million. That was uncapped, so we were obviousdly seeing some progress by
getting under that capping, for agtart.

When we got our initial budget in early July we had anticipated in the budgeting process adding about $160 000 to
our hill. If you ask me on what scientific basiswe did that, it was probably more aflip of acoin because | have
spent alot of timetrying to estimate that and it is extremely difficult. It is something we have to focus on. For
Ballarat we put $1 million into our budget process, which isa substantial sum of money. That is despite our efforts
of the past two yearsin trying to movein the right direction. | will talk about some of the signswherewe think in
terms of claims costs but it is not reflected in the premium.

When our insurers advised usin July that our initial premium for this year was $1.5 million, that had to be
discounted through the GST premium and discounts for early payments. After getting over the shock of that, asan
organisation we had to find $284 000. We did that not by reducing services but by putting in arevised budget and
doing al that goes with that, such as explaining to ratepayers why we need to increase the budget. To give you
some idea of the breakdown of theinitia cost put to us by theinsurers, 17 per cent of that is $202 000, GST was
$139 000, the increase due to remuneration — and thisis a particular concern of ours because we are arecruiting
organisation — was $194 000, the industry rate increase was $53 000 and the claims experience part was $94 000.

Within our council we have something like 20 designated workplaces and we traverse about 12 industry
classifications. We are pretty much aware of where we need to improve. One of our workplacesis Arrandale
House. To give you some idea of the cogts of providing ahome-care service, of that figure | mentioned before, that
particular workplace equates to about $718 000. We have 200 home-care workers managed from that workplace,
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so that becomes the designated workplace. We are spending alot of time and energy in trying to understand and
reduce injuriesin that area of home care.

From a budgeting point of view, if you have alook at that cost, you see that comesout a aninitia calculated cost
of 14 per cent. That 14 per cent on aremuneration of $5.127 million isfairly considerable. We have put alot of
energy into trying to understand and improveit. | should point out that Arrandale House is not just home care; we
have alot of office and family day-care staff in that building: it iswrong to say it is exclusively home care, even
though they do take afair portion of it. When we looked at our costs for this year, which were $103 527, we viewed
that as our claims costs coming down. Thisis the dilemmawe have. We appear, from apractica sense, to be
improving and reducing our costs, but our premiums are not coming down.

If you logicaly examine the $103 000 figure you will seethat it really costs seven times as much as the Workcover
premium — it costs seven times more than the claims. That in itsalf isfairly enlightening. To illustrate that, in
1998-99 our claims costsin Arrandale House were $162 000, and for 1999-2000 they were $103 000. Weredise
thereismoreto it than that, but the occupational health and safety committee has spent many hourstrying to
understand why we appear to be doing the right thing and yet cop quite a substantial increase. We are still musing
over that.

We spent many hours visiting other councils of similar sizesto try to get some understanding of how people can
reduce their premiums. On many nights| have sat at home feeling that the only way we can reduce our premiumsis
to probably take radical surgery — to get out of the complicated premium Workcover formulasthat are
implemented.

In relation to the F factors— | refer to them as fudge factors; | hope | do not upset anybody — each year wetry to
get an understanding aswetry to predict the premiumsthat the F factors have changed. It is very hard in the work
force to understand and to sell that concept — where the bucket, if you like, is amended and the F factors are
increased. We are still trying to get a better understanding of the industry classifications.

From our point of view we need to improve our modelling and our understanding. As | said before, we can
probably do much more of an analysis of that — and we should — but | have afedling that we have been frustrated
by the Workcover experience in the past three or four years trying to understand that concept, that if you really do
improve there should be some sort of reduction in premium.

The issues that are confronting in the latest rounds are: the unexpected size of the increase; the lateness of the
announcement — even though we tried to add some of the money into the budget estimates, we were pretty much
well out; the shortness of notice of the 5 per cent discounts— which we did take up, but it was short notice; and the
effects on the budget. Asl illustrated before, it really came at the end of our budgetary process. So we had to issue
arevised budget, which had to go back out to the public, and we had to explain why we needed to find the
additional $285 000. The decision taken then was certainly not to cut the service, but we do have to find the extra
income — and that is obvioudy an increasein rates.

The CHAIRMAN — Wewill have to get on to some questions. Have you nearly finished?

Mr O'BRIEN — | can wind up. Thelast one was the impact on employment in terms of the ratesble
remuneration. We have an increased demand, especialy in our home care area, and that certainly causesissuesfor
uswith the multiplier effect it has on our Workcover premiumsin that area.

Mr BEST — The common theme that has come through so far in the evidence we have taken is that,
particularly with aged care facilities and nursing home services, while claims experiences are reducing, premiums
are going up. To meit appears odd that one particular component of the industry seemsto be copping such a
uniform increase, when individuals are doing well. | cannot yet understand where dl the bad people in the industry
are.

Mr O'BRIEN — In my experience we have looked at things like the number of people who are
injured — and they are not large numbers and they vary in terms of injury. It might be assumed that if you have a
very high premium you would have afairly horrific track record. But when we look at the data it does not seem to
match. We are abit perplexed by that question.

Mr BEST — | can understand it. Y ou said that you would have to increase municipa ratesto assist in
offsetting the impact of the Workcover premiums. What sorts of increase isthe council looking at?
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Mr O'BRIEN — That increase wasin the vicinity of the $284 000 that was unbudgeted.

Mr BEST — | suppose my point is: what isthat in percentage terms?

Mr O'BRIEN — I have not worked it out in percentage terms.

Mr McQUILTEN — How much hasthe GST cost the council in relation to the cost of Workcover?

Mr O'BRIEN — Weweretold it was around $138 000 in the breakdown we were given. In that origina
figure, where | mentioned 1.5, because we did a budget for an amount, it was $139 000.

MrsCOOTE — Y ou spoke about wanting to improve your modelling and feeling there was aneed for it.
Mr O'BRIEN — Yes.

MrsCOOTE — Did Workcover give you any indication of any economic modelling it may have done
for your areaor the local government sector before it announced the increases? Did it give you any help and
assistance with what the impact would have been, and isit continuing to do so?

Mr O'BRIEN — We are certainly getting much better support from our insurers, and we are getting a
better understanding of al the modelling. That is certainly agreat help; there is no doubt that that is very helpful.

MrsCOOTE — How wasit at the beginning?

Mr O'BRIEN — | would say that in our case it was more or less halfway through. We tended to get alot
of modelling around June. The advice at that stage was that what we were estimating — | should point out that we
were also estimating thisin February, when we were doing our budgeting. We were trying to best-estimate— and
that isapretty raw form of estimating, so we need to finetune that significantly. Certainly in my role of providing
advice on the budgeting process— you have to be much closer than what we — —

MrsCOOTE — Iswhat they predicted and their modelling very different from what you are
experiencing?

Mr O'BRIEN — Aswe got a better understanding and better communication with our insurers | found
that their modelling was much better.

Mr THEOPHANOUS — Mr O'Brien, thank you for coming along. | am trying to get agrip on exactly
how the council has been affected. Y ou say the increase was around $200 000?

Mr O'BRIEN — Yes.
Mr THEOPHANOUS — What isthat as a percentage? What did your premiums go up by?

Mr O'BRIEN — If itis $284 000, as distinct from — if | used as an example our previous confirmed
premium | would need to check, but | have afeding it is about point 1 something per cent.

Mr THEOPHANOUS — Point 1?

Mr O'BRIEN — Yes, but | would need to check that. That would be working on alabour budget of
around $20 million, or $21 million, | think it would be.

Mr THEOPHANOUS — But you would have been aware in advance that there was to be a 15 per cent
increase?

Mr O'BRIEN — Yes.
Mr THEOPHANOUS — Plus 2 per cent for the GST — you knew that?
Mr O'BRIEN — Yes.

Mr THEOPHANOUS — Y ou aso knew there would be a 10 per cent GST on top of that, which would
be refundable. All those things would have been known to you?
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Mr O'BRIEN — At thetime we were certainly aware of around about the 15 per cent we were budgeting
for. That wasthered figure | was aware of in February when we were doing that.

Mr THEOPHANOUS — | am not sureif we are talking the same language; when you say 1 per cent |
think you are talking about the percentage of wages. Other than the 15 per cent and the GST increases has there
been any other increase; and if there has, isit related to a poorer performance record from the council?

Mr O'BRIEN — That iswhere we have been trying to get an understanding of the breakdown costs |
referred to. We were told that the very fact that we had increased our rateable remuneration — —

MsDARVENIZA — Sorry, you increased your — —

Mr O'BRIEN — Weincreased our rateable remuneration; that added around $194 000 to that premium.
Mr THEOPHANOUS — Y ou put on enough people so there was $194 000 of increased — —

Mr O'BRIEN — Yes.

Mr THEOPHANOUS — That explains $194 000 out of the $230 000?

Mr O'BRIEN — Yes.

Mr THEOPHANOUS — So redly the increase has been minimal, has it not?

Mr O'BRIEN — Theindustry rate increases were 53 and the claims experience was credited at 94.

Mr THEOPHANOUS — | suggest to you that really what has happened is that you have increased your
work force and your remuneration and that as a result you would expect to pay a bit more in Workcover premiums.
It sounds to me as though you have done al right — not quite as good as the Maribyrnong council, which we heard
this morning reduced its premium by about $50 000 or something.

Mr O'BRIEN — | am aware that councils of similar sizeto ours certainly pay less than ours does, and we
are doing some work now to find out what it isthey do that we do not. But as | mentioned before, rateable
increases, especidly in home care, as we are continuing to employ people, that iswhat | am not sure of. If we were
to maintain our existing status quo, yes, we would pay more. What we do not know iswhat a corresponding claims
decrease really does. We are now trying to get our minds around, in apractical sense, that if we are employing
people, then yes, our rate of remuneration will go higher.

Mr THEOPHANOUS — It seemsto methat you are not really unhappy with the premium-setting
structure but that you would like some more assistance with how to get your organisation’ s premiums in ashape
that they would be reduced. Isthat areasonable — —

Mr O'BRIEN — Wewould certainly not knock back any assistance. But as | said, by trying to
understand it, one of the issues we are focusing on are claims, F factors, industry rates and trying to get a better
estimate into our budgeting process. They arethe key issues.

The CHAIRMAN — Mr O'Brien, thank you for coming along today. We will send to you a copy of the
Hansard record of our discussions to which you may make suggestions or alterations. Thank you for your time.

Witnesswithdrew.
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The CHAIRMAN — We wecome Mr Trevor Ryan, who isadesigner of commercia furniture. Isthat
the right description?

Mr RYAN — Yes, that will do.

The CHAIRMAN — All evidence taken by this committee, including submissions, is subject to
parliamentary privilege and is granted immunity from judicial review pursuant to the Congtitution Act and the
Parliamentary Committees Act. | invite you to make an opening submission, after which we will ask you some
questions.

Mr RYAN — Thank you for your time and welcome to sunny Ballarat. | will give abrief overview. We
are amicrobusiness with only six persons, including myself and a part-timer. The business was formed in 1983 and
| bought it in 1995. In that 17 years we have had one workers compensation claim. The previous owner assured me
it previoudy did not have any, and we had onein 1996.

| do not want to focus purely on the latest increase, which for usis of 50 per cent, which is pretty high, but more on
the overall scheme of things. | have some figures, which | can leave. | know you are getting saturated with the
dtatistics, but in 1995-96, when | purchased the business, the total premium was $3000. We have had one claim —
in 1996, as| said — but our premium is now $13 500, which iswell over a 300 per cent increasein five years.

Mr McQUILTEN — How much wasthe claim actualy?

Mr RYAN — The claim was just settled a couple of months ago for $240 000.
MsDARVENIZA — Over how many years?

Mr RYAN — Fiveyears: in 1995 it was $3000 and it is now $13 500.

Mr THEOPHANOUS — But you have had an increase in remuneration, presumably?
Mr RYAN — Our remuneration in 1995 was $123 000; this year it is $150 000.

Mr THEOPHANOUS — That isnot much, isit?

Mr RYAN — It isnot much of an increase in remuneration for more than a 300 per cent increasein
premium.

Mr THEOPHANOUS — That has steadily gone up every year?

Mr RYAN — In 1996-97, before we even had the claim, our premium went up 62 per cent. So it has—

Mr CRAIGE — It has gone up more this year, though?
Mr THEOPHANOUS — | do not know about that — —

The CHAIRM AN — Let us alow the witness to make his statement, and then we will ask some
questions.

Mr RYAN — Basicaly | suppose we find that even though we are avery small business, it isvery time
consuming and costly each month or year for usto review it, check it, look at the paperwork we get from
Workcover and make telephone inquiries to our insurer trying to be sure that we are doing everything right and we
understand what is going on. Obvioudly you are here to look at the whole box and dice and not just one aspect of it.
We get forms and on the form it says, * Column A plus column B less column C equalsthis and it never does. Y ou
do not know what is going on. For years we did not know what our industry rate was and we did not know what
our personal rate was. Since the claim and the latest changes we now know far more about it. We have put an effort
into finding out, writing letters and asking for explanations. To meit isindicative of atoo cumbersome process.

Talking about the City of Ballarat and Peter there, his paperwork would be enormous. This pileis our paperwork
for one year and that pile is our insurance for other stuff, which isacouple of pages. | cannot see why it cannot be
assimple aslooking at the situation and negotiating a premium for the year instead of fiddling with it, adjusting it,
and not knowing who is doing what. Y ou do not seem to have any control over it. When we had the claim | felt that
| wastotally separate from what was going on. | was asked for a statement but other than that | had no involvement
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with it: a settlement was made which | wastold about later on. | was not told how it would affect the premium. We
are dtill trying to get written responses about what our premium islikely to bein the future. A few years ago our
rate was 4.02 per cent. Itisnow 7.8 per cent and apparently that is as high asit is going to go, but they cannot tell
me what will happen to it next year, whether it will go down and if so by how much and over what period it will go
down. Theinsurer just saysit does not know. Although it is small bikkies compared with some industries and
businessesit is still something we want to know so we can budget for it.

Basicaly the smple message for meisit needsto be simplified. It isimpossible to understand. Y ou get advice and
you haveto ask for explanations. On one occasion we asked for advice and got photocopies of computer print-outs.
We then had to ask what it meant because it was full of codes and did not mean much.

Mr BEST — What industry description category do you fall under?

Mr RYAN — | havethat in one of the forms. | think it is furniture manufacturing — not steel or
something: furniture, excluding sheet metal manufacturing, re-upholstery, French polishing, shopfitting
manufacturing.

Mr BEST — Istherate 4.78 per cent?
Mr RYAN — | do not know, it does not say that.

Mr BEST — That isthe current industry rate. It saysthat your industry rate for 200001 is4.78 per cent.
What did you say you were paying?

Mr RYAN — We are paying 7.8 per cent.

Mr BEST — How are you paying above the industry rate? Isit because of that one clam?
Mr RYAN — They said it was because of the claim.

Mr BEST — How many years ago was that?

Mr RYAN — It was 1996.

Mr McQUILTEN — It was only four years ago but it was a $240 000 claim.

Mr BEST — Ian't it thelast three years experience?

Mr THEOPHANOUS — Y es. When was the claim?

Mr BEST — In 1996.

Mr RYAN — You can only be guided by your insurers, especidly when it isal new and you have never
had aclaim before, but in 1996 we were told that the claim cost was expected to be $88 000 and then they settled
for $240 000. We wondered where that came from. Y ou have no input; you do not know where it comes from.

Mr BEST — Did you want to contest the injury or the evidence at any stage?

Mr RYAN — | suppose you have to accept that the buck stopswith me; | am the employer. | could go
into how | took things out of his handsto stop him trying to do things, but he was one of these blokes who had to
prove he could do it anyway. Thereisonly so much supervision you can do, but | will not go intoit.

Mr BEST — | have had people discuss the issue with me and they are disappointed that they do not get
the opportunity of having their day in court. The insurance company does adeal, signs off and gets on with it, but
thereisapoint where the employer would like an opportunity of putting his side of the case.

Mr RYAN — It has been agood education for me. My background was helping people with disabilities
get back into the work force. | thought | had some idea of what the system was about but | had almost no
knowledge when it came to this sort of thing. It has been agood learning experience. We now have policy manuals,
and we have an OHS committee and have put al sorts of thingsinto place to try and improve the work
environment.
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MrsCOOTE — Y ou gave an indication that the communication about the premium increases et cetera
was less than good in your instance and continues to be less than good. Someone & se who talked to us today
explained that they had had agreat ded of trouble herein Balarat. Do you deal with the Ballarat Workcover
Authority branch or with Melbourne specifically?

Mr RYAN — Wemainly dedl through the insurer HIH.

MrsCOOTE — Do you have any problem getting the sort of information that you need?

Mr RYAN — Yes.

MrsCOOTE — You do. Could you give me some understanding of what you think the F factors are?
Mr RYAN — The F factors?

Mr CRAIGE — Do you know what they are?

Mr RYAN — | do not understand the terminol ogy.

MrsCOOTE — Okay.

Mr THEOPHANOUS — | am not certain about your industry classification. Unlessit iswritten down
there we need to check it.

Mr RYAN — Theindustry rateis 4.78 per cent.

Mr THEOPHANOUS — Do you mind if we ask the Victorian Workcover Authority for information
about how they calculated your claimsto assist our inquiry?

Mr RYAN — | got aresponse from the minister’ s office because | put in aquery about it. Theletter is
from Bob Cameron, MP. Hisletter iswhere | first found out what our industry rate was and what our own rate was.
That wasin November.

Mr THEOPHANOUS — Do you mind us having alook at it?
Mr RYAN — Of course not.

Mr THEOPHANOUS — Are you aware that there was a policy under the previous government of
increasing the premium rate for small businesses like yours by 20 per cent every year until they reached the
industry rate? Are you aware of that policy?

Mr RYAN — No, but | am also not aware of what our rate was in comparison with the industry ratein
bygone years.

Mr THEOPHANOUS — You said it went up progressively over anumber of years?

Mr RYAN — The number of dollars we paid each year did, but how that related to our rate or the industry
rate, | do not know.

The CHAIRM AN — Thank you very much for coming today. We will send you a copy of the Hansard
record of our discussion. Thank you very much for your time.

Witnesswithdrew.
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The CHAIRMAN — | declare the hearing reopened. | welcome Mr lan Manton, managing director, and
Mr Grant Harvey, finance director, of Valcor Audtralia Sales Pty Ltd. Firstly, | thank you for coming earlier than
originaly planned; the committee very much appreciatesit. All evidence taken by this committee, including
submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant to the
Congtitution Act and the Parliamentary Committees Act. | hand it over to either of you to make an opening
statement, after which we will ask some questions. We have about 15 minutesin which to do dl that.

Mr HARVEY — We have prepared some information. | did not realise so many people would be
involved and have only two copies. Wewill hand them to the research officer.

The CHAIRMAN — Thank you; wewill look at that.

Mr HARVEY — The main reason we want to make a submission to the committee isthe level of increase
in our Workcover premium. Over the past year it has gone up 54 per cent, and in the documentation | have handed
out isatable that showstheincrease. A point to also noteisthat the wages the increase is against have not gone up
very much at all. We arelooking at basically the same level of wages but with a54 per cent increasein premium,
so theincrease in premium is not the result of an increase in our wages. They are basically static from one year to
the next. That isthe first point to note.

The other point isthat our safety record has been very good. We have not had a Workcover claim in over five
years. We take health and safety very serioudly at Vacor, and realy our contention is that we should be getting a
decrease in premium, not an increase. There should be some sort of no-claim bonus here because we try pretty hard
and we spend alot of money on hedlth and safety.

Mr McQUILTEN — How bigisyour payroll, roughly?

Mr HARVEY — Our payroll isaround $2.5 million. That isthe total, and the Victorian content is
probably not quite as much asthat.

Mr MANTON — Itis$1.5 millionin Victoria

Mr HARVEY — Yes, we operate Australiawide. The Victorian content is around $1.9 million — or
actudly just on $2 million.

The CHAIRMAN — Y our concern isthat the premium went up 54 per cent this year?

Mr HARVEY — Yes.

The CHAIRMAN — Y our remuneration has not gone up, and you have had an excellent claims record?
Mr HARVEY — Yes.

The CHAIRMAN — What did you do as aresult of getting that increase?

Mr HARVEY — We contacted our agent, HIH. It thought there may have been aproblem in that we have
changed our company name as aresult of arestructuring and it referred me directly to Workcover to try to sort that
out. But | must admit that | have not had much successthere. | finaly talked to someone there, who said they were
about four months behind in answering queries, from clients, | suppose.

The CHAIRMAN — Do you think the 54 per cent increase may have resulted from your industry rate —
your business going to a higher figure?

Mr HARVEY — No, we certainly have not changed the way we do things or what we manufacture or
anything like that. The businessisidentical. There should not — —

Mr McQUILTEN — Isthe 54 per cent inclusive of the GST or not?

Mr HARVEY — No, we have diminated the GST right out of it. All the figures | have given to the
committee are exclusive of the GST.

The CHAIRMAN — What effect will the increase have on your business?
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Mr HARVEY — Like any business we have to marry our revenue with our expenses— itissimple
economics. We have to control our costs, and we have found that we basically cannot employ any more people. We
should have; we have enough work to employ more people but we are making do. We are trying to control the
costs of the business.

The CHAIRMAN — If you put more employees on, could you not produce more and generate more
income?

Mr HARVEY — We aretrying to get it through productivity; we are trying to overcome our problems by
working harder.

The CHAIRM AN — Management has made a decision not to put more staff on because of the
Workcover problem?

Mr HARVEY — Yes— well, we have to control our cogts. Overall welook at our costs and we have to
control them. This represents a $20 000-odd increase in costs and we have to pick it up somewhere.

Mr MANTON — For example, if we had to put on an apprentice we would seriously consider holding
back on the appointment of the apprentice now. The apprentice program costs something in the order of $20 000
per apprentice. Thisisarea concern for us because we need young people coming into our organisation. This
would certainly have an impost on our business and hold us back on making an appointment. | would like to add
that we invest alot of money on a health and safety system and procedures. We have people trained, and | am
surprised that we have not had any recognition for the investment we have made with regard to the prevention of
injury and of illnesswithin our organisation. Thisisaso areal concernto us.

MsDARVENIZA — What have your premiums been like over the past five years? Have they been
increasing?

Mr HARVEY — They have been fairly static— adight increase.

MsDARVENIZA — There have been dight increases each year over the past five years?
Mr HARVEY — Yes— —

MsDARVENIZA — Would that be right?

Mr HARVEY — For ingtance, for the Ballarat manufacturing facility the premium in 1998-99 was
$22 657 and in 1999-2000 it was $26 568, and the estimated premium — or theinitia premium, to keep the jargon
right — this year is $40 906.

Mr BEST — You have had avery limited claims experience?

Mr HARVEY — Yes. One of the documents | have handed out is a computer screen-print from HIH, our
agent. That shows we have had no claims since 1995.

Mr BEST — No clamswhatever?
Mr HARVEY — No clamsat al. Richard, you have a copy of that in one of those — —

Mr McQUILTEN — | have aproblem here, Grant. Y ou have said thereis a 54 per cent increase without
the GST?

Mr HARVEY — Yes.

Mr McQUILTEN — In 1999 the premium was $26 500. | would have thought that if the increaseis 54
per cent, the premium is about $41 000?

Mr HARVEY — Right, from $26 000 to $41 000.

Mr McQUILTEN — We know what the percentage of that is. Apart from the return to common law, you
do not know of any other reason?
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Mr HARVEY — No. We heard through press rel eases and so on that we should have expected about a
15 per cent increase, that was the increase bandied around that we would suffer asaresult of the return to common
law.

MsDARVENIZA — It would be hel pful to the committee if we were ableto look at the information
Workcover has about your organisation. Do you have any problem with Workcover making that information
available?

Mr HARVEY — No. We have actualy given you copies— well, ascreen-print, anyway.

Mr CRAIGE — So you have had no satisfactory answer or clear explanation about the increase this year?
Y ou understand there is the common-law factor — —

Mr HARVEY — Yes.

Mr CRAIGE — But you have not been able to get any answer to this stage on where the other increases
occurred?

Mr HARVEY — No. | wrote aletter to Workcover basically saying that HIH directed usto them and to
please look at a particular factor — which | just cannot remember. It was a very technical factor — a succession
rate or something like that — because that may be the reason why thereis an increase.

Mr CRAIGE — You indicated before that you had changed your business name or something?
Mr HARVEY — Right.
Mr CRAIGE — Can you give us abit of detail, without being too specific, about what happened there?

Mr HARVEY — It was arestructuring within the group, just adivision or asplitting of the company into
two companies. That isbasicaly what it was. All the employees went across to another company — from the
company named Vacor Augtraia Pty Limited to Vacor Australia Sales Pty Limited. It wasjust a— —

Mr CRAIGE — Did you get anew ABN and so on?
Mr HARVEY — Yes.
Mr CRAIGE — That could be apart of it?

Mr HARVEY — It could possibly be one of the reasons. That iswhat HIH picked up and why it said,
‘Please get Workcover to check this succession. It may be that the history has not gone through’.

Mr CRAIGE — But | think with succession, if you go into another business which has a pre-existing
record you actually get that. But if it is new there is nothing there because you are not going into anything. | mean,
thereisno ligbility — —

Mr McQUILTEN — Wasit ashelf company? If it was a shelf company it may have a history.

Mr HARVEY — | do not know.

Mr CRAIGE — That could be part of the explanation?

Mr HARVEY — It could be, but we cannot get an explanation out of Workcover.

Mr THEOPHANOUS — Do you know if your industry rate went up?

Mr HARVEY — No, al the industry things were exactly the same. We were given the same — —
Mr BEST — Classification?

Mr HARVEY — Classification.

Mr THEOPHANOUS — Do you know which industry you were classified under?

Mr HARVEY — One of the meta categories.
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Mr MANTON — | am not sure.

Mr HARVEY — No, | am not surewhat it is. It would be on the HIH screen-print probably.
Mr THEOPHANOUS — Under theindustry rates, dies and saw bladesis one, but — —

Mr HARVEY — Thereisanother one.

Mr THEOPHANOUS — Another one is machinery, parts and meta-working equipment — —

Mr MANTON — Yes, that isthe one. Oneisthe main manufacturing plant herein Ballarat. The other is
our saesoffices.

Mr THEOPHANOUS — According to the documentation it stayed the same.
Mr HARVEY — Yes.

Mr THEOPHANOUS — If that isthe case | do not know how it could be explained. Y ou would haveto
have a 15 per cent increase and a2 per cent increase. It is possible that in certain circumstances you had a further
20 per cent increase to get to the industry rate if you were well below theindustry rate, for historical reasons, bt |
do not know whether that isthe case. Other than that | cannot offer you an explanation.

The CHAIRM AN — Did you put in your remuneration return as expected?
Mr HARVEY — Yes.

The CHAIRMAN — On time?

Mr HARVEY — Yes, absolutely.

MrsCOOTE — Given that you had this 54 per cent increase which you obviousy were not expecting,
how difficult wasit for you to pay it? It must have been extremely difficult.

Mr CRAIGE — Hashepaid it yet?
Mr HARVEY — Yes, we have. We paid it okay.

MrsCOOTE — Y ou were able to budget for it. If there were to be another increase next year, how would
that impact on you?

Mr MANTON — It would be no different to any expense which would be charged. We cannot accept it.
We cannot pass these things onto our customers.

Mr HARVEY — That isanother point that | had forgotten to tell the committee. About 40 per cent of our
businessisto the auto companies. | do not know if everyoneis aware of the way auto companies carry on, but they
are after cost decreases each year.

Mr McQUILTEN — | know Ford.

Mr HARVEY — We will not name any names. | have included copies of agreementsin the handout. |
have blanked out the names so | am not giving our customers names away, but in each of the three agreements|
have copied they are asking for cost downs — reductions — per annum. It ranges between 3 per cent and 8 per cent
per annum.

Mr McQUILTEN — | have one question but it is not to the witnesses; it isto Workcover, because |
cannot understand this. A lot of the others are understandable but this oneisrealy beyond me.

Mr HARVEY — We agree with you.

The CHAIRMAN — We will see how we go. Thank you very much for coming along. We will send you
acopy of the Hansard record of our discussion. If thereis anything you want to change, send it in to us. Thank you
for coming.

Witnesses withdrew.
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The CHAIRM AN — We welcome Mr Brian Hughes, the manager and proprietor of Ausworkforce and
Vic Brand Road Surfacing. Thank you for coming aong today; we have 15 minutes for our discussion. Before |
invite you to make an opening statement to us | advise all present that al evidence taken by this committeeis
subject to parliamentary privilege and is granted immunity from judicia review pursuant to the Constitution Act
and the Parliamentary Committees Act.

Mr HUGHES — My main concern is the way our Workcover premium has gone up from $65 000 to
$106 000. It works out to about $9000 amonth. It isalot of money for to usfind. Whether we have six working or
four working we gtill have to pay that $9000 amonth.

We had an incident with the Stawell Gold Minesin 1996 where a chap got hurt. It was not our responsibility
because we are not alowed down the mine to inspect where they were working. When the time came to pay out,
HIH folded. | rang and asked why and they said it was a civil matter and my problem, not theirs. We had to sit there
and cop it. It has cost us $50 000 for lawyers so far and we have not finished yet. The solicitor told me that HIH

had channelled the money through us down to the Stawell Gold Mines; they did not go for the Stawell Gold Mines,
they went for usinstead because they are bigger mest than we are. If it keeps going, we will put al these people off
aswe will not be able to afford to employ them. They will haveto go.

MrsCOOTE — Could you tell uswhat you do in the mines? | gather that is something to do with the
Ausworkforce part of your business.

Mr HARVEY — | beg your pardon?

MrsCOOTE — | gather that under the Ausworkforce part of your business you have something to do
with the mines. Could you explain exactly what that is?

Mr HUGHES — We hire personndl to ingtall goldmines. They ask usfor personnel. They run through us
for three months, and if they are any good, the mines keep them. If they are not, they leave them on our books and
we keep replacing the onesthey take. This Higgins and Sultanawere both supposed to start work on 1 August
1996. They both went to work and told the boss at the time that they had not signed the papers. He said not to
worry about it, they would sign them in the morning when the men knocked off. That night Bernie Higgins was
crushed by awall. The boss camein the next day and the occupationa health and safety bloke said there had been
an accident and Higgins was crushed. They said the boss said, * Oh, bugger it, don’t worry about that. Whack him
back to Gundie Hughes; he will fix dl of thisup’. Thatishow | cameto cop it, yet on that day they put Sultana on
when he had not signed any papers but they would not have anything to do with Higgins. They wiped him and left
him with me. That iswhat thisisdl about.

Mr BEST — Isit actually alegal matter over acontract of employment?
Mr HUGHES — Yes, thatiswhat it is.

Mr CRAIGE — Can you explain to me exactly what Ausworkforce and Vic Brand Road Surfacing
actualy do?

Mr HUGHES — Ausworkforceisalabour hire company. We hire personnel to various companiesin the
construction area— to Vicroads to Sprayline, to Pioneer, various councils and all those places. We aso hire out
clericd staff to various councils.

Mr CRAIGE — How many people would you have on your books in that company?
Mr HUGHES — On the books, about 1500.

Mr CRAIGE — Isit Victoriawide or Australia-wide?

Mr HUGHES — Ausworkforce?

Mr CRAIGE — Yes.

Mr HUGHES — ItisAustrdia-wide.

Mr CRAIGE — How many herein Victoria?
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Mr HUGHES — About 1500 here and | think there are about 50 or 60 in New South Wales and the same

in South Audtraia.

Mr CRAIGE — What about Vic Brand Road Surfacing?
Mr HUGHES — We go everywhere.
Mr CRAIGE — Do you have plant and equipment?

Mr HUGHES — Y es, we have hitumen sprayers and we hire the rest. We hire private trucks and supply

all the personnel. We hire the truck drivers and we hire the plant from A. H. Plant.

The CHAIRMAN — We need to get back onto the Workcover. Can we continue with your comments?

Have you finished your submission?

Mr HUGHES — We never got anything from HIH except awhopping great big bill. We chalenged them

and they said it was right. We challenged them again and they got it down to $90 000, but that is not much better,

redly.

The CHAIRMAN — Y ou have gone from $65 000 to $106 000 and back to $90 000. Isthat for both

companies?

Mines.

Mr HUGHES— Yes.

The CHAIRMAN — Have you been able to find out why it has gone up so much?

Mr HUGHES — No, they just push us aside.

Mr THEOPHANOUS — By the sounds of it you have had afew accidents.

Mr HUGHES — One mgjor one, the big one they blamed usfor and small stuff like busted fingers.
Mr McQUILTEN — Wasthe blokekilled in the big one?

Mr HUGHES — No, it never went that far. All the accidents we have had have been at the Stawell Gold

MsDARVENIZA — When was the big accident?
Mr HUGHES — It was 1996.
Mr THEOPHANOUS — Y ou have had afew since then but not as big?

Mr HUGHES — No, just busted fingers, stitches, blokes with crook backs. One bloke has a crook back

because we told him we would have to put him off work in afortnight so he got acrook back real quick.

HIH?

Mr THEOPHANOUS — Y ou have had afew claims, by the sounds of it.

Mr HUGHES — Only little ones, no significant claims.

Mr THEOPHANOUS— They dl add up.

Mr HUGHES — Yes, they al add up.

The CHAIRM AN — Who did you go to to try to find out why it went up so much?
Mr HUGHES — | would haveto think of his name.

The CHAIRMAN — Wasit HIH? Did they refer to you on to Workcover or have you only spoken to

Mr HUGHES— Only to HIH.
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Mr BEST — When you hire your labour out are you responsible for the Workcover and insurance
premiums?

Mr HUGHES — We are. On the conditions we hire them out we pay Workcover, superannuation and all
related costs to the worker but the form we have — it isalegal document — saysthe hirer will be responsible for
all workplace safety. If they have an accident and it istheir fault, it is their responsibility and they should pay up.
They signiit.

Mr BEST — So your legal action againgt Stawell Gold Minesisto recover the coststhat your company
hasincurred in paying Mr Higgins?

Mr HUGHES — Yes. HIH and Workcover sued the Stawell Gold Mines to recover the money and in
turn the Stawell Gold Mines sued meto get the money out of me. That ishow | came to be involved. | should not
have been therein thefirst place.

The CHAIRMAN — Thank you for coming along today. We appreciate the time you have given us. We
will send you a copy of the Hansard record of our discussion so you can ater anything we have got wrong.

MsDARVENIZA — Y ou have given us someinformation about your premiums. Would you have any
difficulty with the committee getting some information from Workcover about your current situation and therisein
your premium?

Mr HUGHES — None whatsoever. Go for your life.
The CHAIRMAN — Thank you very much.

Witnesswithdrew.
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The CHAIRMAN — | welcome Mr Andrew Wibberley and Ms Kate Muir from Maxitrans Austraia. All
evidence taken by this committee, including submissions, is subject to parliamentary privilege and is granted
immunity from judicia review pursuant to the Congtitution Act and the Parliamentary Committees Act. We will
allow you to make an opening statement and we might then ask some questions.

Mr WIBBERLEY — Thank you very much for having us. On behdf of the management and employees
of Maxitrans Australial would like to thank the Economic Development Committee for the opportunity to present
asubmission on the effects the changes to the Workcover premiums have had on manufacturing with particular
reference to our organisation, Maxitrans Austraia.

The changes introduced have impacted significantly on our business and are hindering our ability to grow and
devel op our manufacturing operations. It is hoped that this submission will assist you in understanding the
confusion and anger that has been directed a the government since the introduction of thislegidation and how itis
hindering the ability of organisations to grow within the manufacturing sector in regiona Victoria.

It should be stated quite clearly and up front that Maxitrans views safety and the management of injured workers as
acore fundamental of our business operation. We will always place the safety of our workers above any other
operating requirement or financial gain. However, we bdieve that the legidation introduced isworking against this
philosophy and is making it more and more difficult for industry to adopt this approach.

To give you an organisational overview, Maxitrans Australiais amarket leader in the manufacture of semitrailers
and refrigerated vans and employs more than 500 employeesin Victoria. Subsidiaries of our organisation are
situated in Queendand and New Zealand. Our major manufacturing facilities are located in Bdlarat and Hallam,
with the Ballarat site employing some 350 employees and Hallam employing some 50 employees. Maxitrans
Audtrdiawas formed and listed as a public company around three years ago as aresult of amerger between
Freighter Australiaand Maxicube. The organisation has seen steady growth over the past three yearsin the difficult
climate in which we have had to operate.

Theintroduction and implementation of the GST had an adverse impact on the company and the industry in
general throughout this past year, with customers deferring activity in thefirst quarter until the financial impact
became clear, followed by discounting pressure to facilitate buying, and then the buyers’ strike in the fourth quarter
of the year. This, combined with the unexpected and disproportionate increase in the Workcover premium, has
certainly impacted heavily on our ability to operate and grow our business. In fact, we are now serioudy
reconsidering our planned upgrade and expansion in our manufacturing operations within Victoria.

| refer to the major issues with the premium calculation and the legidation. Our industry is [abour intensive, and the
risks can be high. Thereisalot of material and alot of manual handling. Over the past three years we have
concentrated heavily on our safety management systems. We have invested heavily in areas such as hazard
identification, hazard eimination, work redesign, manual handling and management of injured workers. In fact,
during thistime we have seen asignificant decline in our injuries and increased success with the return to work of
injured workers. Mgjor claims were significantly reduced and our claims history dramaticaly improved. The
indications were those of adecrease in our premium, given the cumulative effect of the three previousyears. This
was prior to the new legidation being introduced.

Whilethere are severa issues within the legidation that are of concern, | would like to concentrate on two main
areasthat have impacted on our organisation as aresult of the legidative changes. Firdly, the changes introduced
by the state government with respect to the calculation of the premiums and the reintroduction of common law
seem to have ignored individua performance and claims management and categorised al employers asbeing
equal. Thisisgrosdy unfair and inequitable.

Whether you have the best or worst performancein your industry classification seemsto have becomeirrelevant.
Those organisations that have committed time and resources to improving their performance are now having to
wear the costs of the non-performersin their industry classification. Incentive to commit resourcesto the
improvement of safety management has been removed.

Given the policies previoudy adopted by Workcover in encouraging organisations to improve work systems and
the management of injured workers, the approach used in the caculation of premiums, particularly the increasein
industry rates, appears to be contradictory. Employers must now serioudly question whether to invest in such
programs and participate in the rehabilitation of workers, as the incentive to do so, apart from the mora obligation,
has been removed with the new legidation. In fact, in some casesit is now cheaper to leave an injured worker at
home than to risk exposure to both a common-law claim and an increase in premium. Thisis surely not the intent
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of the government and will achieve nothing other than increasing areliance on the welfare system and lining the
pockets of the legal profession.

The second area | would like to comment on isthe single industry classification within aworkplace. This has
impacted heavily on our organisation, particularly with our premium calculation. The act alowsfor only one
industry rate classification to be applied to those employees employed at the same address— that is, thereisno
ability to differentiate between functions.

Thisyear Maxitrans Ballarat had all its office personnel, such as accounts, reception and sales personnel, et cetera,
reclassified from ‘administration’ to ‘motor vehicle bodies, trailer and caravan manufacturing’. This hasresulted in
anincreasein thisarea of over $150 000. Investigation of the huge increase in this area has revealed that because
the office in which these personnel are Situated is physicaly attached to the main manufacturing building, dl are
deemed to come under the same classification as those operating in the production environment. That is because
theroof line of the administration officeis joined to the manufacturing building. The act statesthat all persons
employed under the roof line and at that address must be classified under one category.

It is acknowledged by our claims agent that the risk in our administration environment is substantially reduced and
that our clams history in thisareais minimal. However, due to theidiosyncrasy in the definition of ‘workplace’,
we have been forced to pay a higher premium for thisarea. No account is taken of the duties and tasks performed
by the personnd in the areg, the risk involved, and the fact that many of them never enter the manufacturing
facility.

In fact, we are now investigating the option of either moving some administration personnel off site or physically
knocking down walls to meet the requirements of the act to assist in reducing our premium. We do not seethisasa
value-adding activity but as atime waster that will certainly not promote the manufacturing improvements we
would like to make in the area, both at Hallam and at Ballarat. It will be pursued purely to meet the definition of the
legidation and is one of the only meanswe can see of reducing our Workcover costs. The time wasted on that
activity would much better be spent on improving plant and equipment and continuously improving our
manufacturing capabilities to compete against local opposition and competitors with imports.

In terms of how it affects us, the calculated rate previoudly applied to the administration function was 0.5 per cent
of payroll, whereasit is now calculated at 7.41 per cent of payroll. That, combined with an industry rate increase
from 3.95t0 4.78, the 17 per cent genera increase levied across al industries due to the expected increase in costs
as aresult of the reintroduction of common law, and an F factor of over 3, has resulted in an increase of over

$300 000 for our organisation for asingle 12-month period. This has come at atime when our operation could least
afford it and leaves us questioning our futurein this state.

| refer to the impact on Maxitrans. What has the impact been on our organisation, and what do we see asthe
potential cost? Asaresult of the additiona costsincurred due to the changesin the Workcover legidation, a
number of magjor projects within our organisation have been put on hold or delayed. This obviously impacts on
employment growth and stability and long-term viahility.

Asameans of reducing costs, we are serioudy considering sourcing components from outside Australiaand
downsizing some internal functions. Thisis highly feasible, given that we have ajoint venture already established
in China, where costs are significantly lower and where we are able to be provided with aqudity product at a
competitive price. Previoudy we would not have considered this option.

Other competitors and opposition are already bringing in trailers and road transport equipment, which is severely
curtailing our ability to grow and has certainly cut into our market share. If Maxitrans cannot continue to compete,
it will haveto look at other options rather than manufacturing localy. If the rumoured further 20 per cent increase
in Workcover premiums eventuates in the next year, our management team would serioudly question further
investment in our Victorian operations, particularly in manufacturing. Thiswould have asignificant impact on
Balarat, Hallam and Victoria generaly, given the significant downturn in manufacturing aready being felt due to
several significant plant closures.

We strongly encourage the government to review the changes to the legidation, to recognise individual
performance in the management of safety and Workcover, and to encourage organisations such as ours to continue
to invest and grow in regional Victoria. Thank you for giving me the time and the opportunity to talk to you.

The CHAIRMAN — By what percentage did your Workcover premium for this year increase?
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Mr WIBBERLEY — Itis 30, 35 per cent.
The CHAIRMAN — It went up 30 to 35 per cent?
Mr WIBBERLEY — Yes.

Mr THEOPHANOUS — Y our premium went up 30 to 35 per cent, 17 per cent of which is explainable,
asyou said, by common law and the GST. Istherest of it anincreasein the industry rate or an increase as a result
of your experience?

Mr WIBBERLEY — Anindustry rateincrease — Kate — —
MsMUIR — And dso the— —

The CHAIRMAN — Could you please come to the table?

Mr THEOPHANOUS — Y ou will need to give your namefirst.
MsMUIR — Kate Muir.

The CHAIRMAN — Y our position is group HR manager.

MsMUIR — That is correct. It is acombination of both a change and an increase in the industry rate and
the reclassification of our office personnel. That made asignificant impact on the actual premium, because they
went from being 0.5 per cent of payroll to 7.412 per cent of payroll. That aso made asignificant change.

Mr THEOPHANOUS — What about your own experience? Have you had some claims yourselves?

MsMUIR — We have had some claims — but it was reducing. Our rate is certainly higher than we
would like, but it was not significantly in that area.

Mr THEOPHANOUS — Mr Wibberley, you indicated that the increase of 30 per cent might affect your
competitiveness, and you talked about investment in this state— in Ballarat and so forth. Are you aware that the
Workcover premiumsin this state, even with the increase that has occurred due to common law, are still the second
lowest in the land, and that if you wanted to relocate to New South Wales or to South Australia you would be
paying about 40 per cent or 50 per cent more than what you currently pay? In that context, why isthis having any
greater impact than, say, the GST, the paperwork you are doing on the business activity statements, the petrol price
increases and those sort of things?

Mr WIBBERLEY — Thereisasignificant increase across the board with a number of issues, which we
as an organisation need to address. We are not saying we will move to Queendand, the Northern Territory or South
Audtrdia. We arelooking at our ability to compete against imports and at whether we see that as an aternative to
manufacturing within Australia— regardless of whether it is Victoria, South Audtralia, or wherever. It isadecision
we need to serioudy consider, given al the functions. Thisisjust another one of a number of issuesthat have
impacted on our business. We have committed to claims management, we have committed to safety, and we have
committed to HR activities. We would have expected a decline from previous years, and in the experience of our
professional writers we would have had some decline in our premium before the change in legidation. That was
important to our business for its survival, and it was also important to our businessfor it to reinvest in plant and
equipment.

Mr THEOPHANOUS — But your industry has gone up. Other people in your industry are not doing as
well asyou are.

Mr WIBBERLEY — Absolutely. That isclearly what | stated in my paper. We believe we are a better
performer and we are being penalised for our industry — and we think that is unfair.

MrsCOOTE — Did you say amoment ago that before this change in legidation your premium rates
were going down?

MsMUIR — It had not cometo that, but it was indicative from what was being fed back from our claims
management agents that we would have expected a decrease this time because we did not have any major claimson
our books and had managed the program quite well. They said to us, * Y ou should feel adecrease next year because
of the three-year cumulative effect’. After going through with them where we are now and why we have such a
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large increase, we found it was really the industry rate changes plus the reclassification of our office personnel that
impacted heavily.

MsDARVENIZA — What have your premium rates been like over the past five years? Have they been
increasing each year, have they been up and down, or have they been decreasing?

MsMUIR — They have been rdlatively coming down. We have grown massively during that time, too, in
terms of our employee numbers, but if you comparatively divided it out we certainly have not been going up over
the past three years. We have been coming down. Proportionate to the number of employees, we have had a
decrease.

MsDARVENIZA — Would part of that 30 to 35 per cent increase be due to an increase in the number of
employees?

MsMUIR — No, because we have ill looked at where, with the number of employeesthat comes out
proportionally. We have actually done the calculations and said, * Given that thisis the movement we have had,
what would we have expected purely as aresult of payroll versus— —

Mr WIBBERLEY — The remuneration has been heavily affected by administration and sales people
coming into the calculation. Previoudy they were not involved in the calculation; now they arein— —

Mr BEST — How much isthe— —
The CHAIRMAN — Hold on. Have you finished?

MsDARVENIZA — Thereisone final matter. It would be hel pful to the committeeif it could get
information from Workcover about your premiums and about what has been happening. Would you have any
difficulty with the committee having accessto that information?

Mr WIBBERLEY — No.

Mr BEST — Itisthereclassification issue that | would like to pursue. With theincrease in your staff
numbers, can you give us a breakdown of the profile of your work force? The point | am trying to get at with the
reclassification is whether extra sales or administrative people have been employed but are being rated at the higher
factory rate.

MsMUIR — Therereally has not been asignificant increase in what we call our staff numbers. The
administrative function we are talking about has been reduced. Where the numbers have increased has been on the
factory floor. Our payroll isaround $11 million and $3 million of that would be on salaried staff; $3 million out of
that has been reclassified, which iswhy it has hit us so hard.

Mr BEST — When was that done?

MsMUIR — Aspart of this premium.

Mr BEST — So for the very first time this $3 million — —
MsMUIR — Has goneinto this new classification.

Mr CRAIGE — Inrespect of that, | take it that the legidation previoudy alowed you to have those
administrative people in adifferent classification for the work they perform.

MsMUIR — Yes.

Mr CRAIGE — There was a change this time around which meant that no longer could those people
doing administrative tasks be classified as clerical workers; and they had to go into your mgjor industry
classification?

MsMUIR — That isright.
Mr CRAIGE — Hasthat happened to al the other businesses?
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MsMUIR — Thereisadefinition in the act that basicaly saysthat it isthe principal activity carried at an
address. Obvioudly when you have 300 people working on afactory floor and 50 working in an office the principal
activity is manufacturing, so it throws everyone into the same classification. It will not let you acknowledge that
those 50 people do a separate function. If they are employed under the one roofline as per the definition and they
share facilities such as car parking and a canteen — it is very specific — they have to come under one industry rate
and you cannot separate the functions out.

Mr McQUILTEN — Isthat under the new act?
MsMUIR — Itisinthe act now.
Mr McQUILTEN — Wasit in the act before?

MsMUIR — Thisisthefirgt time it has been brought to our attention and that our insurer has reclassified
us.

Mr McQUILTEN — So you are not sure when this— —

MsMUIR — They havetold usthat it is part of the new legidation. We are acting on the advice of our
claims manager.

Mr McQUILTEN — How much of the $300 000 or the increase isrelated to these 50 office workers?
Mr BEST — They said $3 million of $11 million.

Mr McQUILTEN — It isabout half of your wholeincrease.

Mr WIBBERLEY — We are now pursuing opportunities to split that up.

MsDARVENIZA — To physicaly relocate them somewhere else?

MsMUIR — Yes, if we put them in afactory off Site, they can be reclassified.

Mr BEST — The only problem isyou may have to wait three yearsto get that benefit.

Mr McQUILTEN — | would like to hear from Workcover how long that has been the case.

The CHAIRMAN — Wewill check that out. We have run out of time. We will send you a copy of the
Hansard record of the discussion for you to check and get back to us with any dterations. Thank you very much for
the time you have given us.

Witnesses withdrew.
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The CHAIRMAN — | advise that al evidence taken by this committee, including submissions, is subject
to parliamentary privilege and is granted immunity from judicia review pursuant to the Congtitution Act and the
Parliamentary Committees Act. Would you like to make an opening statement? We will then ask you some
guestions.

Mr CANN — | am the manager of Austrdian Valve and Engineering, acompany which has been going
for 10 years and isinvolved in the manufacture of industrial valves. We employ 10 people and reside & 11 Martin
Drivein Ballarat.

With regard to our Workcover premium, we had an increase of 76 per cent for 2000-01. | have written to our
insurer about that but | have not yet had a response as to why there has been such an increase. When you consider
that 5 of the 10 people areinvolved in clerical duties and the other 5 are involved in assembly and/or machinery
duties, | find it difficult to understand how our premium could increase so much. More disturbing isthe fact that we
have not had any response to our |etter inquiring about the sharp increase.

The CHAIRMAN — When did you send the | etter?

Mr CANN — The letter was sent on 18 August.

The CHAIRM AN — Have you had any response?

Mr CANN — | have had no response.

The CHAIRMAN — Did you send it to the Melbourne office?

Mr CANN — | sent it to the Melbourne office with a copy to the Ballarat office of our insurer.
Mr BEST — Have you contacted any of your local members?

Mr CANN — No, | have not.

Mr McQUILTEN — Y ou have now.

The CHAIRMAN — So your letter went to the insurance company.

Mr CANN — A copy aso went to Marsha Thomson, the Minister for Small Business.
The CHAIRMAN — Have you had aresponse from the minister?

Mr CANN — | have had a response from the minister, not in as much asthereis something that she can
do but that the government islooking into it.

MsDARVENIZA — You wrote to your insurer?

Mr CANN — Yes.

Mr McQUILTEN — Who isyour insurer?

Mr CANN — HIH.

MsDARVENIZA — Y ou did not write to Workcover?
Mr CANN — No.

The CHAIRM AN — Please continue.

MsMUIR — That was my main concern, the fact that we could not get aresponse asto why there was
such an increase. We had a claim back in 1997 which is still unresolved. Our advice up to September this year was
that the estimated cost of that claim was $34 391. With the advice in September the claim went to $175 000. | could
not understand why a substantia increase of $150 000 could be sent to us when there has been no hearing or
determination made on the case.

MsDARVENIZA —Isitabig claim?
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Mr CANN — It was a broken bone in the guy’ s hand. He has been rehabilitated and he is back working.
Mr BEST — For you?

Mr CANN — No. Heworked for us for some time and then decided not to after some discussion. | wrote
to them to find out how such asubstantia increase could come about but there has still been no response.

The CHAIRM AN — Has your remuneration remained steady?

Mr CANN — Within about 5 per cent.

The CHAIRMAN — And the only claim isthe one you referred to?
Mr CANN — Back in 1997.

MsDARVENIZA — Y ou have had no other claims since then?

Mr CANN — No other claims since then.

Mr BEST — | want to follow up on apoint raised by the last witness. Have dl your staff been categorised
inoneindustry rate or have you had aclerical rate and amachinery rate prior to this assessment?

Mr CANN — Probably three or four years ago | wrote to the insurer about the duties of each of the people
involved in our operation and at that time we received areduction in our premium. They did reclassify our industry,
but that was three or four years ago. | think it was $5000 then and now it isup to $11 000.

Mr BEST — Have you noticed since the new premium came out whether they have reclassified al your
employeesinto one industry rate?

Mr CANN — | do not know.

Mr BEST — | am interested as you have 10 employees, 5 and 5 in each category; | wonder what they
interpret as being your major employment activity.

Mr CANN — I do not know; | am not sure.
Mr BEST — | would be interested in finding out.

Mr THEOPHANOUS — Do you mind if we get information from Workcover about your case so we can
follow thisup?

Mr CANN — | would appreciate that.

Mr THEOPHANOUS — My question concernsthe 76 per cent increase. Y ou are asmall business with
10 employees and would be aware that a cap operates for small businesses. In principle you should have received
an increase of no more than 15 per cent for the reintroduction of common law, 2 per cent for the GST and a
possible 20 per cent capped for small business which makes 37 per cent. Y ou say you received an increase of
76 per cent. | am trying to understand the difference between that 37 per cent and the 76 per cent and | will put
these things to you and seeif any of it makes any sense. Did you put in an estimate of your remuneration to
Workcover before you received your bill?

Mr CANN — Yes.

Mr THEOPHANOUS — Y ou did. Therefore, you did not get that 20 per cent on top. Businessesthat did
not identify what their remuneration would be for the coming year got an automatic increase of 20 per cent on top.
Y ou are saying you are not one of those businesses.

Mr CANN — | am fairly confident that | did respond to that paperwork.

Mr THEOPHANOUS — We will have alook because | am trying to understand. In the 76 per cent there
isanother 10 per cent which isredeemable back in GST; are you including that?

Mr CANN — Yes, | am referring to the bottom line.
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Mr THEOPHANOUS — We can explain 10 per cent of it on GST but we still have a gap between 27 per
cent and 66 per cent and the only way that | can explain that is either reclassification of your employees or you
failed to put in your remuneration on time. They are the only two explanations | have for that. Can you shed any
further light?

Mr CANN — No, | cannot.

MrsCOOTE — Could you tell me how thisimpacted on your business? What has this premium increase
doneto your business? Hasit made you look at those staff and potentia staffing? What impact hasit had?

Mr CANN — We are asmall company with the intention to devel op. We are investing in machinery and
thingslike that. Thiswill not stop us but it setsyou back. If it is 76 per cent thisyear, it makes you wonder what
will it do when we get more employees and increase our wage bill and things like that. It just dows us down.

Mr McQUILTEN — Someone talked about having heard it was going up another 20 per cent. Did you
say that?

Mr CANN — No, | did not.

The CHAIRM AN — Thank you very much for coming along today and speaking with us. We have taken
aHansard record of what has been said and we will send you a copy of that and you can give us any corrections
that you think are appropriate. Thank you for making the time to come in today.

Committee adjourned.
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