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The CHAIRMAN — | declare open this hearing of the Economic Development Committee. | 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 judicia review pursuant to the Constitution Act and the Parliamentary
Committees Act.

Welcome, Mr Y oung. We invite you to make an opening statement, after which wewill ask some questions.

Mr YOUNG — | have been a shearing contractor now for 17 years. | employ up to 40 staff at onetime. |
have had what | consider agood history of claims over those 17 years. | have had severd problemsre my levy, but
these past 12 months have given me apain, and thisiswhy | am here today.

In July 1999 | was given arate for the financia year 1999-2000. | had had along-term injury occur on 29 July
1999. Now | was not notified of any rate increase until my rateable remuneration was sent to my insurer at the end
of thefinancial year 1999-2000. | received the rate increase on 12 October 2000; my rate increased by 1.3 per cent,
or $7580. Now | had aready booked out al my work at the rate given, so to 12 months later receive an increase on
that — —

I know $7500 might not seem alot of money to alot of people, but to asmall businessit is quite alarge amount.
The CHAIRMAN — Did you say 1.3 per cent?
Mr YOUNG — A 1.3 per cent increase.
The CHAIRM AN — What was the figure before, and what is the figure now?

Mr YOUNG — The rate given to me on July 1999 was 4.67 per cent. That was excluding the buy-out
provision. When | got my rateable remuneration back on 12 October, it had increased to 5.97 per cent, which isan
increase of 1.3 per cent.

As 93 per cent of my turnover iswages, Workcover has a huge impact on my business. Those figuresthat | gave
you excluded the buy-out provision, which isan extra 25 per cent.

There are a couple of other things | haveto say. As| said, it wasimpossible for me, after 12 months of work, to go
back and say to my 80 clients, ‘' Look, | have had an increase in my Workcover. | am going to hit you for an extra
$100 to $120 each’. | would not expect that they would come at that, so it isacost that | have just had to wear.
Someone hasjust said that farmers have had it pretty tough anyway, and | think my Workcover rateisfar too dear
asit iswithout sending another hill.

There are a couple of other things. As a shearing contractor | employ alot of itinerant workers. It is quite hard when
people phone up wanting employment. At that stage you do not know whether they have carpa tunnel or bad
backs. They may work for you — but it has happened to me. On the first day a guy worked for mehe said hehad a
carpel tunnel injury. No-onereally knows. It isnot acut, and it is not obvious. Because you are the employer at that
time you have to wear the sole cost of such aninjury. Carpel tunnel isalong-term injury that occurs over aperiod
of time. | do not think it isfair that in this situation the poor employer that this guy has decided to hit hasto wear
the whole cost of theinjury.

Farmers can employ the staff | employ for at least half the premium of what | am paying. They can employ them as
farmers — or sheep farmers. | think there are various categories of farmers. They can employ my staff, which they
are actudly doing, at half therate | am paying. | do not think that is altogether fair, either. Of course, asyou well
know, no-one pays a premium until they have paid $15 000 in wages, so alot of farmers do not pay $15 000 in
wages to avoid paying thousands of dollarsin premiums. That ismy statement.

The CHAIRM AN — By what percentage did your premium go up? What percentage increase does
$7500 represent?

Mr YOUNG — It increased by the 1.3 per cent, which was backdated, but my 2000-01 premium went up
47 per cent.

The CHAIRMAN — Would you till have some injury clamsthat have been affecting your premium?
Y ou indicated earlier — —
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Mr YOUNG — | think at this stage there are still acouple on the books, but they have been back at work
for along, long time now. They only had superficia injuries, such as cuts or sprains. They have been back at work,
and they should not impact gregtly on my premium.

One other point isthat when | got my claims costs back in August | saw that the cost for a particular bad back
injury was put down at $67 487, and only one month on from that — September — it wasincreased to $125 112,
and nothing had changed during that time. The guy is still after light duties; heis till keen to go back to work. The
injury costsincreased by amost double in that time — for no apparent change in anyone' s situation.

The CHAIRMAN — Do you think the effect of these Workcover premium increases will have an effect
on your businessin terms of dollars?

Mr YOUNG — It has dready.

The CHAIRMAN — Y ou have said to us that you are wearing this extra cost yourself because you did
not want it to pass on to the farmer. But how isit affecting your business, other than in terms of profit?

Mr YOUNG — Wéll, as| said to you, alot of my clients are now saying to me, ‘Look instead of using
you as acontractor, we want to use you as an agent’. Hence, | supply afarmer’ s employees and he does dl the
book work and paperwork and paysthem. The farmer pays me and | charge him alevy for supplying such. Hence,
no Workcover premiums are then gpplicable.

The CHAIRMAN — Yes, | take your point. So this change could have apotentialy disastrous effect on
your business?

Mr YOUNG — Without doubt, without doubt.

Mr BEST — Shearing contractors are a scarce commodity now. If somebody getsinjured and you are
acting as an agent, what will it mean? If somebody comes through with aback claim against afarmer, who will
bear the cost?

Mr YOUNG — To my understanding, Mr Best, thisis still agrey area. Since some of the farmers have
been using my staff under their umbrellas, if you like, there has not been any injury — touch wood. But Workcover
has told me that even though | do not sign the cheques, thereisan areain which | could still faceaclam—that is,
that because it could be deemed that they come under my ingtructions and jurisdiction and are using my equipment,
| could still be hit with aclaim. So to answer the question, it isgtill agrey area.

Mr BEST — | think asimilar case was raised yesterday. It almost becomes a civil action back against you
by the farmer, which is something | think you need to look at.

Mr YOUNG — That iswhy | have had public liability insurance to cover myself for quite sometime.

Mr BEST — The more basic question | want to get to concerns retrospectivity and the experience you
have had with natification from Workcover about your premium increase. So far asyou are concerned, istherea
fairer system? How do you justify the rate to your farmers as a charge-out rate?

Mr YOUNG — When | have argued with my insurer the example | have used isthat if you had your
house insured againg fire and it burnt down in the particular calendar year you are insured for, you never got an
increase in your premium for the previous year — but you may have got it added on the following year. | redly
expected my premium to go up in this particular financia year, but | certainly did not expect to be given a
retrospective bill, which isjust totally unfair. The only other thing wasthat | have had — —

Mr THEOPHANOUS — What do you mean by retrospective bill?

Mr YOUNG — | was given arate at the gtart of the financia year prior to doing 12 months of work. After
doing 12 months of work — and | handed in my rateable remuneration, including superannuation — because of the
injury that occurred in that period it deemed that | was aworse employer by that stage and gave me a backdated
bill.

Mr THEOPHANOUS — From last year?
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Mr YOUNG — From last year. As| said to you, my rate at the start of the year, which | started to work
on, was 4.67 per cent.

Mr THEOPHANOUS — What isyour rate now?

The CHAIRMAN — It is5.97 per cent.

Mr YOUNG — Yes, it increased by 1.3 per cent.

Mr THEOPHANOUS — Y ou come under theindustry rate for sheep shearing services, don’t you?
Mr YOUNG — Yes.

Mr THEOPHANOUS — It is5.78.

Mr YOUNG — Right.

Mr THEOPHANOUS — So you are pretty closeto theindustry rate. The reason you are alittle bit above
theindustry rateisthat an accident occurred in the business.

Mr YOUNG — That is excluding the buy-out provision, which is another 25 per cent. | have opted not to
take that buy-out provision, so it could be deemed that there is another 25 per cent on top of that 5.97.

Mr THEOPHANOUS — It sounds pretty confusing to me. Would you have any problem with us getting
Workcover to give usyour details so we can look at them?

Mr YOUNG — Not at all.

Mr THEOPHANOUS — Y ou mentioned afigure of 47 per cent as being the increase.
Mr YOUNG — Yes.

Mr THEOPHANOUS — Doesthat include the GST?

Mr YOUNG — It does.

Mr THEOPHANOUS — Soitisredly 37 per cent, because you get 10 per cent back?

Mr YOUNG — Yes, wdll | think theinsurer said it allowed 12 per cent — 2 per cent for the handling
of ——

Mr THEOPHANOUS — That isright, and another 10 per cent, which you get back.
Mr YOUNG — That isright.

Mr THEOPHANOUS — The 37 per cent you are talking about in effect represents 15 per cent for
common law, 2 per cent for GST and afurther 20 per cent, which is the maximum amount the premium for a
businesslike yours can be increased. What has happened in your industry? Are you aware that there has been
problemsin your industry with accidents? There are projects that you can access from the Victorian Workcover
Authority. Areyou aware that that figure of 5.78 per cent is at the high end, which meansyou arein an
accident-prone industry?

Mr YOUNG — Yes.
Mr THEOPHANOUS — What action have you taken to try to reduce accidentsin your business?

Mr YOUNG — | do not know how much you know about the industry, but where you have amoving
animal and sharp machinery — it would be very hard for meto stand there al day with every employee and try to
stop a sheep from kicking ahandpiece out of aguy’s hand. That is very difficult. | have had several |etters saying
that | am an unsafe employer and | would like someone to tell me how | could be a safer employer.

Mr THEOPHANOUS — Are you aware that the Workcover authority has targeted your industry as one
that needs to address safety?
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Mr YOUNG — Hasit?

Mr THEOPHANOUS — Areyou aware of it?

Mr YOUNG — | am not aware of it.

The CHAIRMAN — | was not.

MrsCOOTE — | was not either.

Mr THEOPHANOUS — Thereyou go.

Mr CRAIGE — How did you find that out?

Mr THEOPHANOUS — | talk to Workcover; don’t you people talk to them?

The CHAIRM AN — We had them before us at a hearing but they did not mention — —

Mr THEOPHANOUS — | try to keep in touch with what Workcover is doing in safety; obvioudy the
opposition does nat.

Mr CRAIGE — Obvioudy there are people who do not understand the way sheep are shorn and the
industry works.

The CHAIRMAN — The question?

Mr CRAIGE — | will get to the question in one moment. Thisis about the increases and the way they
happened, but it is about the timing in particular. Sheep do not get shorn when it rains. For those people at the other
end of the table who do not know, you can’t shear sheep in wet weeather.

Mr McQUILTEN — | have sheep in my backyard. Do you have sheep in your backyard?

Mr CRAIGE — Therefore, it was the timing of what happened that isimportant because you had already
committed to doing al those jobs at a set rate which you had negotiated. Y ou end up having no way of redeeming
any of the costs placed upon you.

Mr YOUNG — Exactly.

Mr CRAIGE — Thatisitinanutshell. It isaright for people to talk about increases and how unsafe your
industry is, but you have to carry on business according to what happens out there.

Mr YOUNG — Onething that Mr Theophanous mentioned is my 47 per cent increase. | am not actually
complaining about that increase because | am aware of al the implications with the injury, the 20 per cent capping
and al of that. | am really complaining about the retrospective bill that | received about the previous year. One
thing | will say about my 47 per cent increaseis| phoned Workcover — —

Mr THEOPHANOUS — | am happy to take that up.

Mr YOUNG — | phoned Workcover on 30 June this year to ask for my rate for 2000-01. | had people
wanting to know the price of their shearing and there were contracts available that | could have tendered for. It was
not until the first week of August that | received my rate for thisyear. That meant that for the first 12-month period
of my jobs| had to guess at what my rate was.

Mr CRAIGE — You had to pluck figures out of the air.

Mr YOUNG — Itisvery hard to run abusinessif you do not know what your expenses are. Itisnot a
businesswhere thereis plenty of cream on top; it isavery cutthroat industry. The farmers are doing it tough; itis
very cutthroat.

MrsCOOTE — | do not pretend to know anything about shearing, but | am interested to know what
knowledge thereisin the industry of this Workcover premium increase. Obvioudly the farmers are aware of it and
aretrying to think of an aternative way around it. Are the shearers aware that there have been these additional
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premiums which could jeopardise their long-term employment? Have they come to terms with and understood the
increases since the Bracks government came to power?

Mr YOUNG — A lot of shearers are purely shearers and could not organise themselves beyond aday’s
work. It lookslikein their situation that they may be forced to be self-employed and try to find their own work.
That would makeit very difficult. At the moment | put the teams together, they travel asagroup and so on. If they
were split up there would be guys running all over the place and they would not have work continuity. That iswhat
they rely on mefor. They need meto find work for them and keep them employed. If they had to employ
themsalves — and thisis not a dur on them — they would not be capable of doing it.

MsDARVENIZA — | am sorry that | waslate and did not catch the beginning of your submission — |
apologisefor that. From the bit that | heard towards the end you were saying that this 47 per cent increasein your
premium takesin anumber of thingsincluding the 15 per cent and the GST and has had an impact on your business
and the way you conduct your business. Y ou said you are carrying some of those costs because you do not want to
pass them on. Are there not other things which are impacting on your business? What effect are things such as
petrol and diesdl price increases and the GST having?

Mr YOUNG — The guys get atravelling rate so | have not heard that many complaints about the fuel
prices. They car pool. | supposeit hasimpacted on them but not to the extent that they are complaining bitterly.

MsDARVENIZA — What about the GST?

Mr YOUNG — The GST has had aminimal effect ontheway | operate. The GST is another reason the
farmers have chosen to pay the guys themselves, apart from avoiding Workcover premiums, thereisno GST on
wages. Asacontractor | have to charge 10 per cent on my total account but if they just pay wagesthereisno GST.

MsDARVENIZA — That would have abig impact on your business because it has the potentia to cut
you out of the picture. They say, ‘We will not use Mr Y oung as a contractor, we will just see if we can employ our
own shearers .

Mr YOUNG — It has not had the impact that Workcover has because they can reclaim their 10 per cent
and they cannot claim their Workcover back.

Mr McQUILTEN — That point isinteresting. We are talking about the farmers who can bypass you and
your business. It would appear to me that if they did that, that would beillega in two senses. It would beillegal to
not collect the GST or charge the GST with the shearers because if thereisafinancial transaction between the
farmer and the shearer there must be a GST component.

Mr YOUNG — No— —

Mr McQUILTEN — Yes, there does. That isthe law.

Mr YOUNG — If the shearer is an employeethereisno GST on wages.
Mr McQUILTEN — So they have to put them on as an employee?

Mr YOUNG — Yes.

Mr McQUILTEN — That means the farmer then has other obligations and hasto pay all of these other
costs and charges.

Mr YOUNG — That isright.

Mr McQUILTEN — | do not know of any farmer in my areawho would put on two or three contract
shearersfor two days and have to set up abusinessand dl of the other related problems. | just cannot see that
working. | think they will have to get around it another way or work with you. It does not appear to be an option for
alocal farmer who had 200 or 300 head which need shearing every now and again. It would not be worthiit.

The CHAIRMAN — Would you like to comment on what Mr McQuilten has suggested?

Mr YOUNG — Heraised a couple of things. Heis probably right when he says for aguy with 200 or 300
head it is not worth his while. However, for someone with 5000 sheep, with my premium at 7 per cent or 8 per cent
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at this stage and the average cost of shearing being between $3 and $3.50 a head, on a saving of 8 per cent heis
saving quite a considerable amount of money by doing that book work himself.

Mr McQUILTEN — But he then also has other obligations.
Mr YOUNG — Such as?
Mr McQUILTEN — Holiday pay and all that stuff.

Mr YOUNG — That isall built into the shearer’ swage. He would pay that whether he paid me or just
paid the shearer direct. A shearer gets a set award rate which includes sick pay, holiday pay, a handpiece
allowance — you nameit.

The CHAIRMAN — Thank you for coming along today; we appreciate the time you have given us. We
will send you acopy of the Hansard record of the discussion so that if thereis anything you think iswrong you can

send that to us.

Witness withdrew.
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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 Constitution Act and the
Parliamentary Committees Act. Would you like to make an opening statement and then we will ask some
guestions?

Mr GREEN — Our organisation is an employment and training organisation. We have been doing that
for about 20 years and for along period a number of issues have impacted on our organisation.

Thefirst of those concerns the classification of employment services. That particular classification seemsto have
evolved out of the concept of hiring out people to place them with employersto work for a period while still being
under the employment of the particular agency. For the past decade there has been anew classification that needsto
be considered. It is <till under the heading of employment services but it is more about referrd. It is not about actual
placement and taking responsibility for people. It comes particularly out of the federal government’ s job network
program and some state government programs such as the community business employment program where you
work with people, counselling them, devel oping them and referring them on. Employees of our company who
work within that area of operation are classified under what we consider afairly high rating level of employment
services. Our submission isthat there needs to be a separate classification for employment servicesreferral or
whatever it might be which isat alower risk. The people working for our company who areinvolved in that are
very low risk — they are basically office workers, counsellors and people who case manage these clients. That is
thefirst one.

The CHAIRM AN — If someone working for you goes out to work in an administrative position in an
officein the main street here, what percentage are they charged for Workcover because they are one of your
people? What would the person who is an employee of that company sitting next to them at the desk in the main
street be charged? Do you have those two figures in your head?

Mr GREEN — Oneisat the baserate of about 7 per cent and the other isabout 1.5 per cent.
The CHAIRM AN — Because they work for you under that category it is7 per cent.

Mr GREEN — That isright. The next issue that we wanted to raise is the methodology for determining
projected claims costs. Each year this seemsto have a bit of airy-fairyness attached to it. We have the agent come
and st with usin September of each year. We sit down in negotiation and discussion about whether the projected
claims costs arerea or not. | am told thereis a science attached to it but from our perspective there does not seem
to be. From our perspectivein many respectsit is a hegotiation between us and the agent about whether the claim
costs seemredl or not.

So we would raise the issue about the methodology for determining projected claims costs currently. Even though
thereisasciencetoit, it needslooking at. | would suggest that in some cases, there is never an alowance for
retrospectivity. What happensisthat at aparticular point in time the projected claims costs might seem quite
humungous. When you get to that point in time, you may have got the person back to work early yet still be
wearing the projected claims costs from the past. Thereis never areconciling backwardsto, in a sense, affect you
positively. It basically alwaysimpacts on you negatively. That was our second issue.

Thethird issue is something that has never been explained to us clearly, so we are raising it with the committee. It
is about one of our particular sites that has an experience rating of 400 per cent, which seems an unbelievable
percentage to have at a particular site. We have tried and tried with our agentsto get a satisfactory explanation, or
even an explanation which we can understand, about how a 400 per cent experience rating could possibly be
attained a any site. The site has an annua remuneration of, | think, about $120 000.

Mr TREW — Currently it is $162 000.

Mr GREEN — Thanks, Robert. The premiums we have had to pay have far exceeded what the actual
claims costs have ever generated. So we are in confusion in the context of getting a satisfactory explanation. | am
not sure how this committee can help usin that regard, but we have been unable to get one. Perhaps we can get a
referral to where we might get some assistance to get one. But our agent has not been able to help us after three
meetings.

Mr CRAIGE — What happens at that site?
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Mr GREEN — Thesiteissimilar to most of our other sites. It isin Kyneton, and it hires out apprentices
and trainees. Even though apprentices’ and trainees' remunerations are not counted, their work histories are— or
accident higtories, if | can call them that. Thereis also the other side of employment services— thereferrals, the
case managements and the counselling of people.

Mr CRAIGE — Soit isno different from any of your other sites?

Mr GREEN — No, it is predominantly the same as al the other sites.

Mr BEST — Isitsclams history worse than those of the other sites you operate?

Mr GREEN — Yes, itisworse.

Mr TREW — Yes, itis.

Mr BEST — Dramaticaly?

Mr GREEN — Yes, it is subgtantially worse than the others, yes.

Mr McQUILTEN — Isthat because of the abattoir-type work that may be going on down there?
Mr GREEN — Yes.

Mr THEOPHANOUS — Y ou do not see having accidents as an adequate explanation?

Mr GREEN — What we do not consider has been adequately explained is how they got 400 per cent.
Mr THEOPHANOUS — Y ou haveto have alot of accidents.

Mr GREEN — There have not been alot of accidents. There have been a couple of accidents— —
Mr THEOPHANOUS — Were they mgor ones?

Mr GREEN — They have been costly, because they have involved back injuries and they have gone on.
So yes, they have been cogtly inthat regard. But the premiums have far exceeded what the actual claims costs have
been. That isthe issue.

MsDARVENIZA — What have the premiums been and what have the claims costs been?
Mr GREEN — Do you have that information, Robert?

Mr TREW — Yes. For just over the past three years the claims experience on the premium calculations
we have received have been asfollows. In 1998-99 it was around $58 000 to $60 000, and the premium for that
year was $128 000; for 19992000 the claims history or experience showing on the premium was $317 000, and
our actua premium for that year was $238 000; and the current initial premium for 2000-01 hasaclams
experience setting of approximately $152 000 and a premium cal culated at $317 000.

Mr THEOPHANOUS — Are you talking about your entire company?
Mr GREEN — Just for one site.

Mr TREW — No, just for one site.

Mr McQUILTEN — Isthisfor Kyneton?

Mr TREW — Kyneton, yes.

Mr McQUILTEN — That isalot of clams.

The CHAIRMAN — Isit an abattoir?

Mr GREEN — One of the places we hire people out to is an abattoir, yes. Apprentices and trainees went
there; no other hired labour went there. So in a sense the remuneration is not counted, because apprentice and
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trainee remuneration is not calculated but their accident history is calculated. The apprentices and traineeswho
were working at an abattoir have had injuries. But the claims costs — —

Mr THEOPHANOUS — What isthe overall increase in premiums for your company? Y ou have a
number of different sites— presumably some are high and some are low. What is the overall increase for your
company? That would be your real issue, would it not?

Mr TREW — | suppose that leads to the next point about the capping issue.
Mr GREEN — Yes.
The CHAIRMAN — If you go through that next point, it might answer the question.

Mr GREEN — Thefourth point isthat capping is currently based on being company wide. Basically
what happens from that isthat, in asense, there is company capping. Basically thereisnot aceiling at any
particular site; it isacompany. Our submission isthat consideration should be given to Site capping instead of
company capping. If some sites are operating and performing well and other sites are performing poorly, why
should a poor-performing siteimpact on asite that is performing relatively well?

Mr BEST — Or provides adifferent function?

Mr GREEN — Or provides adifferent function or adifferent service, that isright. In this context it
impacts right across the board. Even our head office corporate site, which has avery low rating, isimpacted on
because of what is happening down at Kyneton. So we would argue that there needs to be site capping rather than
company-wide capping.

Mr THEOPHANOUS — But you would understand that if you site-capped the particular site you are
talking about, to raise the same amount of revenue al your other siteswould have to go up. Thereisrevenue that
you aretrying to get out of the system. If the bad sites are capped so they do not pay as much, somebody el se will
haveto pay, will they not?

Mr GREEN — If the company existed only in the context of the Kyneton site, there would be no other
revenueto generate.

Mr THEOPHANOUS — No, | am talking about the whole system. The Workcover system works on the
basis that the costs are shared out, depending on how good or bad your experience is. Do you support that
experience rating system, so the people who are having the accidents pay more, or are you saying you would
support adifferent system from that?

Mr GREEN — That system, though, is relative to acompany and not asite. | am arguing that it should be
relativeto asite.

Mr THEOPHANOUS — Yes, but — —
Mr GREEN — It is ill the experience of that site, so yes— —

MsDARVENIZA — The experience system operates throughout the whole state for al companies and
all businesses, so that those companies or those organi sations where accidents happen are the ones that pay higher
premiums, and those companies where accidents do not happen pay lower premiums. Overdl, isthat a system that
you would support?

Mr GREEN — No, because that is the current system. What we are saying isthat if sites are performing
particularly well, why should they be impacted on by the fact that there is company capping that allowsthose sites
premiums to go up because of the poor performance of other sites?

The CHAIRMAN — Are you arguing that a company which owns afarm, produces beef and sendsit to
an abattoir — which the company aso owns — after which the meat goesto six butcher shops, currently has only
onerate?

Mr GREEN — Yes, that isright.

Mr CRAIGE — If it isone company that does dl the work, yes, that is correct.
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The CHAIRMAN — You are arguing that there should be separate rates for each of those separate
businesses and that if the claims experience was bad at the abattoir, it should not affect the premium of the farm or
the butcher shops?

Mr GREEN — That isright.

Mr BEST — Canyou tel mein dollar terms the impact the capping is having on the rest of your
organisation at Kyneton?

Mr GREEN — | do not think we have brought that with us. We could certainly supply that to the
committee; we have no problem with that. We have not brought it with us today, though.

Mr BEST — Asan organisation, have you considered some way of breaking up your company to address
theissueyou areraising?

Mr GREEN — Y es, the options for usto do that sort of thing have been put on the table. But that is not
what we want to do as acompany. We are a company and we want to stay acompany. We do not necessarily see
that we should break it up just to avoid something that we think is not right.

Mr THEOPHANOUS — Y ou did not answer my earlier question, anyway.
Mr GREEN — What isthe percentage increase?

Mr THEOPHANOUS — What is the percentage overall?

Mr TREW — | would not know the exact figures.

Mr GREEN — We can get that to you.

MsDARVENIZA — It would be helpful to the committeeiif it had some information about your
premium increases, and that sort of thing.

Mr GREEN — | would be happy to — —
MsDARVENIZA — Would you have any difficulty with us getting that information from Workcover?
Mr GREEN — No problem at all.

Mr THEOPHANOUS — What would you say if that information reved ed that, overal, your company
had paid lessin premiums than its projected claims costs? Would you then say that the system was fair or not fair?

Mr GREEN — That is hypothetical.

Mr THEOPHANOUS — Itisahypothetical question, but | am surprised that you do not have the answer
for your own company overal.

Mr GREEN — The answer | do haveisthat last year’ s premium, based on the new formula, has gone up
by $160 000 and that this year’ s premium has been recal culated at $140 000.

Mr THEOPHANOUS — Isthat your overdl premium?

Mr GREEN — Our overdl premium is about $450 000 for the whole company. That went up by
$140 000 in thisfinancia year because of the new methodology associated with caculating premiums. That was
unbudgeted for; we were unaware of it. That isthe other factor that also seemsto hit companies. Last year,
1999-2000, we paid a premium at the beginning of the year. We made some adjustment, saying, ‘Y es, there might
be some variation in that’, but then we got a $160 000 bill on top of the premium we paid in that year.

Mr THEOPHANOUS — Doesthat include the GST component?
Mr TREW — | think the $160 000 was prior to GST, because it related to the last financid year.
Mr GREEN — That’ sright, the last financial year.

Mr TREW — Wereceived that bill late thisyear; therefore, it relatesto last year’ sfinancial results.
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Mr CRAIGE — You got ahill for 160 grand — —
Mr McQUILTEN — It was an adjustment.

Mr CRAIGE — An adjustment — but you got a bill for $160 000. Can you remember what month that
was— August or September?

Mr GREEN — Wegat it in September.

Mr CRAIGE — In what month did you receive notice of your new calculated premium rate for 2000-01?
Weasthat at the sametime?

Mr TREW — | would have thought it would have been in about October.

Mr GREEN — It was|ater than that. We have only just recently received it.

Mr CRAIGE — Higtorically you would have done that in June and July?

Mr GREEN — Yes.

Mr THEOPHANOUS — The $160 000 relates to the previous year — it was an adjustment?
Mr GREEN — To 1999-2000.

Mr THEOPHANOUS — It relates to the scheme under the previous government, doesit not?
Mr CRAIGE — But they got it in September.

Mr THEOPHANOUS — There was amiscalcul ation, wasn't there?

Mr McQUILTEN — Thefinancia year does not finish until June.

Mr GREEN — We got a $140 000 increase.

MrsCOOTE — Under the new scheme you got — —

Mr THEOPHANOUS — They got a$160 000 cop — —

MrsCOOTE — You got a$140 000 increase that you were not expecting?

Mr GREEN — Increase, that’ sright.

The CHAIRM AN — Have you finished your submission?

Mr GREEN — Yes.

The CHAIRMAN — Are there any more questions?

MsDARVENIZA — Earlier you talked about the reclassification or classification of clerica and
adminigtrative staff. Can you tell us about that?

Mr GREEN — Yes. What | can tell you isthat thereis aclassification called ‘ Employment services,
under which are the classifications of either white collar or blue collar. It does not matter whether they are for white
collar or blue collar, theratings arefairly high — they are higher for blue collar than for white collar. But it is based
on hiring people out.

Whenever you hire people out you do not have physical control of those people in the workplace, so thereisarisk
element associated with that — and given the history, the rates are probably reasonably fair. But where you do not
hire people out you are still an employment agency. Y ou do not hire anybody out; al you do is refer peopleto
employers. We do: we refer three or four to an employer, who interviews those three or four, picks one of them to
do thejab, saying, ‘Okay, I'll havethisone’, and employs that person. But we still wear the employment services
rating when really the person is undertaking only an office administration-type position. There needsto be anew
classification for the new, evolving type of employment servicesrather than the old hire-out employment services.
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MsDARVENIZA — Yes, | understand.

MrsCOOTE — | go back to the additiona premiums under the Bracks government. Y ou knew it went to
the election on reingtating the common law?

Mr GREEN — Yes.

MrsCOOTE — At that stage did you understand what the ramifications of that would be? That isthe first
part of the question. The next part is. were you then briefed on what those implications would be for you, right
through to receiving the increases from your agents, Workcover, or anyone at dl? Did you have any sense of
communication, or did it come as a huge surprise?

Mr GREEN — A huge surprise. We were not briefed, and we were not sent any information about the
implications of the Bracks government’s palicy in regard to common law. We have been very critica of our agents
interms of their level of customer service, and we have recently had ago at them about their poor customer service.
They arejust not providing us with any information about anything, basically — and thereislittle explanation. We
have to drag them in to get an explanation. That is an issue for us and our custom, but our relationship with them
has been poor.

MrsCOOTE — If thereisto be arateincrease next year, how will that impact on your business?

Mr GREEN — It isimpacting negatively, because we never budgeted for the $300 000 we have to pay
right now — the $160 000 from last year and the other $140 000. That comes out of operating expenses now. We
have to find $300 000, and that isimpacting on our business negetively.

MrsCOOTE — What about staffing? Will you put people off or not take on new people?
Mr GREEN — Wewill not be employing any more people.

Mr THEOPHANOUS — | am sorry, | am till not clear about the premium increase overal. You
mentioned some figure of about $300 000, and then there was $160 000 that was related to the previous year — it
was an adjustment — which made it $460 000-odd.

Mr GREEN — It iscurrently about $460 000, so if you work out what percentage $140 000 is of
$460 000, you will work out the percentage increase.

Mr THEOPHANOUS — | might be getting confused. | understand you to be saying that you had a
premium of $300 000, and then you got abill for an extra $160 000 relating to that previous year, which made it
$460 000. Y our new hill for this coming year is $450 000, which sounds to me as though you have had areduction
in the Workcover premium you are paying.

Mr GREEN — No, there has not been areduction.

Mr THEOPHANOUS — Where am | wrong in my figuring? What is your new bill? Did you not say
$455 000 was your new hill?

Mr TREW — | do not have the exact figures here, but | know that they are fairly comparable between the
two years.

Mr THEOPHANOUS — They are fairly comparable?

Mr TREW — In other words, thereis a$160 000 increase for the previous year, which brought it up to
that mark, and the current year initid increase from the original calculation has now gone up by $140 000. We
received aninitiad premium for the 2000-01 assessment, and then we got an adjustment to that of $140 000, to
bring them virtudly in line as between the two years.

Mr THEOPHANOUS — So they are more or less the same?

Mr McQUILTEN — It ismore or less the same premium for last year and the old scheme and this year
under the new scheme.

The CHAIRMAN — Isit correct to say that you did not come along today to raise the issue of the actual
amount of premium that you are paying?
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Mr GREEN — It is not one of the four issues in our submission.
TheCHAIRMAN — That ishow | took it.

Mr McQUILTEN — | just wanted to talk about the problem with Kyneton, or one area of your company.
| have abit of amoral dilemma. | can understand what you are saying in terms of the good performing areas which
you run and organise and another areawhich is not performing well. | can see why you would like to carve it away
0 it hasto stand on its own and leave the others aone.

Mr GREEN — We do not want to do that.
Mr McQUILTEN — That iswhat you asked for.
Mr GREEN — Sorry, | misunderstood you.

Mr McQUILTEN — You want it to be judged on its own. My problem ishow you answer this. As
managers you have to be responsible for all parts of your company. Itisamora question. If one part is not
working, my argument — am | wrong? — isthat you should be fixing up the areathat is non-performing and isa
problem.

Mr GREEN — From our perspective we have worked very hard as acompany to improve our
occupationa health and safety right across the company. We have employed a full-time person, and we are doing a
lot of very proactive things. We have worked very closaly with the VWA to lift our gamein lots of areas. If you
think about apprentices and trainees, you redise that they are young people, and they are the high-risk group. Lots
of young people areinvincible at 18 years of age. When you get them in ahigh-risk industry you end up with a
high-risk situation. We will work until the end of our daysto improve our occupationa health and safety standards
and behaviour and to up the ante on our host employers, aswe cal them. But our organisation — most companies
do this now — operates on the basis of individual performance. Each oneisacell or aunit in itsown right.
Therefore, why should the poor performance of one unit affect the good performance of another?

Mr BEST — You said you had contacted your agent. Have you contacted Workcover or your local
members?

Mr GREEN — We have not contacted the local members.

Mr BEST — What about Workcover itself?

Mr GREEN — We have contacted Workcover, and we are waiting on aresponse. We have written to it.
Mr BEST — How long ago?

Mr GREEN — About a month.

Mr BEST — Who isthe agent?

Mr GREEN — QBE Mercantile.

Mr CRAIGE — | heard you tak at length about types of work. Y our sort of work is very dependent, and
you do not have control over them at the workplace. If they go to work at the abattoir, you are not standing there. If
they go to work for anyone else as a contractor on a construction site, for instance, physicaly you are not in control
of the day-to-day activities of those gpprentices. It would makeit really difficult, but | can understand where you
are coming from. How can you then be lumbered with arate and al of that when you do not have control over it? s
that the main thrust of your issue with Workcover?

Mr GREEN — That isit in essence. We do lots of things. We go and do a site inspection, we have the
appropriate paperwork, and dl our field staff are trained up with an approved VWA five-day coursein occupational
health and safety. Every apprentice and trainee hasto do afull day’ sinduction before he kicks off on the job. That
isone of the many things we do; we do lots of things. But you are right: we cannot be standing there day in, day
out, watching to see whether the behaviour of that particular company isright.

Mr CRAIGE — Thereisnot alot more we can see you doing.

Mr GREEN — Wewill continue to work hard at that.
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Mr THEOPHANOUS — But you are the employer, not the company.
Mr CRAIGE — Y ou must appreciate that.
Mr GREEN — That isright.

The CHAIRMAN — Thank you for coming. We will send you a copy of the Hansard transcript of this
discussion. If you have any alterations you wish to submit, we would be happy for you to do so. Thank you for
your time.

Witnesseswithdrew.
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The CHAIRMAN — We welcome Mr Michagl Antolos, assistant managing director of Pacific Textiles. |
advise all present at the hearing that 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.

We invite you to make averba submission to us, after which we will ask you some questions.
Mr ANTOL OS— How would you like me to begin?

The CHAIRMAN — Perhaps you could tell us about your company and what it does and then give a
submission on the issues you wish to raise with us.

Mr ANTOLOS— Basically my company isthe last independent carpet yarn spinner in Australasia
When | say ‘independent’ | mean family owned. There is no other company above usin terms of a corporate body.
So basically the responsbility falls upon my father’ sand my shoulders every day.

The company originally started off in the 1980s. My father started off with 13 people. Originally he was atimber
yard producer, and he basically used to supply people in the Melbourne market, such as Home Hardware. He even
supplied Hume and I ser at one stage, before it came under Home Hardware. So he had quite abit to do.

With the 1980s my father thought diversification would be good for his business, so he went into carpet producing
at Wilton in Deer Park. Basically that was for one-off commercia contracts. Some of our carpet isstill around — in
the Victorian state Parliament and the New South Wales state Parliament, so | have heard.

Mr THEOPHANOUS — Thered or the green?
Mr CRAIGE — Haven't you been to seeit?

Mr ANTOLOS— | have seen it off stroke. Going on from there, basically we needed ayarn supply.
Most yarn was then imported from South Africaand New Zealand. My father heard of Godfrey Hirs—PCl’s
decision to shunt afactory up here, which is Pacific Textilestoday. Since then it has expanded with the addition of
wool spinning, including semi-worsted, and it employs roughly 107 people, give or take people who are sick. Asl
said, we are the last independent spinner in Australasia. Our markets include Audtralia, New Zealand, Malaysia,
Indonesia and Canada.

MsDARVENIZA — What sort of fabric do you produce?

Mr ANTOLOS— Wedo not produce fabrics, | am sorry. We are a carpet yarn company; we do not
produce carpets nor fabric for clothing. We have produced yarn for Bluey’ s Jackets at Stawell and also someyarn
for safety fire blankets at Alliance Textiles a Timaru in New Zealand.

Mr THEOPHANOUS — What is your issue with Workcover?

Mr ANTOLOS— Wéll, Theo, over the past four to five years we have had a premium increase of
roughly 475 per cent, while our wages have gone up only 76.7 per cent.

MrsCOOTE — Could you repeat that? Did you say ‘by 467 per cent’ ?
Mr ANTOLOS— By 475.8 per cent.

MsDARVENIZA — Over what period?

Mr ANTOLOS— Looking at about afour to five-year period.

Mr THEOPHANOUS — Do you have abreakdown of that?

Mr ANTOLOS— | have ahit of a breakdown here, which | will present to the committee in aminute,
Theo. Just et me speak ahead. | can understand that you want to get your facts and figuresright.

Basicaly our wages have increased by only 76.7 per cent. When | talk of wage increases | am talking of the
number of personnel being added every year, with expansions, and aso, of course, the award rates that you have to
apply and honour under law — correct?
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We understand that our claims are high, but for some reason every time we go to refute aclaim it is difficult to
refute it. For some reason the insurance company has not got the teeth to do it. Often we question whether the
injury iswork related, and for some reason it does not warnt it to be questioned. The system does not want to
guestion why people can be put onto Workcover and then cannot come back to work. We simply cannot cut them
off from the system.

In our type of industry we have trouble trying to administer light duties, basically because it involvesworking
around heavy machinery alot. So we cannot implement light duties, and often people fall into the system.

Our next beef isin terms of financing premiums. Like other companies, we have had to go through lending
companies to finance the premium, which is normal. Therefore, apart from the premium, weincur interest charges,
and that ends up as another liability on the balance sheet. When and if | have to do another capital expansion, or
when | look at a capita expansion, when | present it to the finance companies they do not look at its adding vaue to
the company but say, ‘ Look, you have ancther liability you have to finance. We cannot help you today’. That is
another beef.

Also, | cannot passthe costs on to afind product. | do not have carpet or fabric; adl | haveisyarn. Incidentaly, our
New Zealand competitors are adollar under us, soif | add on another price my customerswill say, ‘| am sorry,

Mr Antolos, we cannot help you today. Y ou are adollar above what our New Zealand competitorsare’. Often |
have to absorb these costs in the company in terms of buying inferior fibre, and also at timesin trying to run bigger
lots to compensate.

At the sametime, with the recent additiona cost in premium which has been levied by the government of the day,
we have looked at a possible future expansion — which we may defer. The reason we may defer isbasicaly that
we do not have the money to finance it; it has been taken up with the premium. Basically we could have looked at
jobsfor 12 to 20 people over two years, which would have been good for atown with high youth and adult
unemployment.

The CHAIRMAN — What is the premium increase for the current year?

Mr ANTOLOS— Basicdly 2000-01 is not fully confirmed, but we are looking at $909 551.

The CHAIRMAN — What wasit the year before?

Mr ANTOLOS— It was 534.

MsDARVENIZA — Sorry, what wasit before?

Mr ANTOLOS— It was $534 687. | was just rounding it off. | know you do not go to the nth dollar.
The CHAIRMAN — In your opinion, what would be the reason for its increasing so much?

Mr ANTOLOS— Partialy claim payouts, which we have had trouble refuting. We know that there are
ones which are genuine and which we have to honour, because not al people can work after being injured, but
there are others which we cannot seem to refute. For some reason they go against the employer in generd.

The CHAIRMAN — Do you have the view that Workcover is accepting as the responsibility of your
company claimsfor injurieswhich, it would be worth arguing, had been caused during working hours?

Mr ANTOLOS— | think Workcover is not investigating enough. | believeit is honouring the system and
keeping the system going, but it is not investigating and refuting every claim. | agree that not al claims can be
refuted, but they can be questioned.

The CHAIRM AN — So you have the view that there is hot enough questioning going on by Workcover
to ensure that — —

Mr ANTOLOS— | would not say Workcover in general. | would say the whole system in generd, which
encompasses al people— including myself, employees, inspectors, insurance companies and the actual
government authority.

Mr THEOPHANOUS — It isaculture you are talking about?

Mr ANTOLOS— | amtaking about a culture, yes— which is developing. That isthe problem.
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Mr BEST — Itiseasy for aninsurance agent to just get rid of it — get it off the books, pay it out and
move onto the next case?

Mr ANTOLOS— Yes. In the meantime the company gets dugged with the premium. Alsojust in
general, to keep thingsin perspective, as you know country towns are getting a reputation as Workcover and
redundancy payout havens, which isredly bad if you want to encourage future investment. Thiswas reported in
the Age a couple of months ago. | do not havethe article and | cannat cite the author, unfortunately. | am sorry for
that.

Mr CRAIGE — Do you know if your industry rate changed — —

Mr ANTOLOS— Our industry rateishigh.

Mr CRAIGE — Do you know what it was and what it went to?

Mr ANTOLOS— | cannot give you that off the top of my head. If you want it in the future | can— —
Mr CRAIGE — | think it is5.78 per cent now — —

Mr ANTOLOS— Yes— it hascome up, anyway.

Mr CRAIGE — | do not know what it was before. Would it be ‘Y arn and broad woven fabric
manufacturing’ ?

Mr ANTOLOS— I think we come under the broad classification of textiles, according to our insurer.

Mr CRAIGE — Thereisonein the ‘Workcover industry rates’ called ‘Y arns and broad woven fabric
manufacturers . Does that sound like you?

Mr ANTOLOS— That soundslike us, but | think the insurer has abit more of atechnical classification.
The CHAIRMAN — Isit under textile, floor coverings manufacturing?

Mr ANTOLOS— Yes, that isprobably it.

Mr CRAIGE — That isthe samerate, 5.78 per cent. Did that go up?

Mr THEOPHANOUS — It went up by 1 — from 4.78 per cent to 5.78 per cent.

Mr ANTOLOS— If you look over the years you will seethat it seemsto have been just in that particular
industry.

Mr BEST — Do you believe there is a Tattd otto-type mentality with some of the people who get paid
out?

Mr ANTOLOS— | will giveyou the example of X. X isaperson whose father cried like buggery in
front of my father — | am sorry, seeing the ladies are here— for ajob. My father’ s understanding is that youth
unemployment is high here and that we should dl help out. X supposedly injured himself at the company and then
X was on Workcover. Then al these stories started filtering through to my administration and to me saying, ‘X is
mowing hislawn’ — okay? By the way, X’ sfather isaso on abig Workcover payout. So | guessyou cancdl it a
Tattdotto mentality.

Mr THEOPHANOUS — Theincrease from $534 000 to $909 000 is quite a substantial incresse.
Mr ANTOLOS— | think ‘substantia’ is an understatement.

Mr THEOPHANOUS — Did your company have an increase in remuneration between those two years,
and if so, how much?

Mr ANTOLOS— We had an increase in remuneration. Our wages went up because the past two years
have probably been the best for the carpet industry in general with the construction related to the Olympics.

Mr THEOPHANOUS — How much did it go up by?
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Mr ANTOL OS— My rateable wages were $3.7 million for 1999-2000, and for 2000-01 they will be
$4.2 million.

Mr THEOPHANOUS — That isasignificant increase in wages, which would account for some of that
increase.

Mr ANTOLOS— You aso have to consider that overtime is not included.
Mr CRAIGE — Superannuation?

Mr ANTOL OS— Superannuation and increases in the award which the employer must honour under the
current system.

Mr THEOPHANOUS — That has been in for awhile now. There would also be GST in there.

Mr ANTOLOS— And other factors— GST, wages and dl of that. Y ou cannot stop it. It is one of those
things— afact of lifelike birth, death and taxes.

Mr THEOPHANOUS — We did not have to have the GST, but that is adifferent issue.
Mr ANTOLOS— | think we were eventually duefor it.

Mr THEOPHANOUS — What | want to get to isto understand the increase. In that context, how much
have your claims been over the past three years? Y ou know they have aclaims cost, which is used to calculate the
premium. Y ou say the premium is $900 000, so what has your claims cost been over the past three years?

Mr ANTOLOS— | cannot givethat to you. | do not haveit in front of me.

Mr THEOPHANOUS — Do you mind us asking the Workcover authority for that information? Do you
have any problem with that?

Mr ANTOLOS— | have no problem with you asking the Workcover authority; but like | said, why do
you not come one-to-one with us?

Mr THEOPHANOUS — | am happy to do that too.

Mr ANTOLOS— Ask my financia controller. | would be happy for you to do that. | would prefer it if
you would come to the horse' s mouth.

Mr THEOPHANOUS — We would be very happy to do that; | am sure the Chairman would take up that
offer. Y ou understand that the system is based on experiencerating. | understand the issues you are referring to
about the culture.

Mr ANTOLOS— Comeon, itisafact.

Mr THEOPHANOUS — That'sright, | know. However, putting that to one side, the system is based on
experience rating. The companies where the accidents are happening are paying more and the ones where they are
not happening are paying less. Do you support that general principle?

Mr ANTOLOS— Yesand no. | can cite the example of one company in Bendigo with a near-zero
accident record, and it is still paying ahigher premium. Why?

Mr THEOPHANOUS — It might be asmall company in adangerous industry.

Mr ANTOLOS— It dso hasagood turnover, which has been rated. A lot of it istheway the systemiis
thought out. It isnot just on whether it isthe high or the low accident rating.

Mr THEOPHANOUS — So you are hot happy with the experience-rating system as established by the
previous government. That iswhat you are saying.

Mr ANTOLOS— | would not say it was the previous government. It is previous, previous governments
and present governments together.
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Mr THEOPHANOUS — Workcover has been in place for seven years; it was introduced under the
previous government. That is the system under which we are operating.

Mr ANTOLOS— It was Workcare under the government before that, so it is continuing on. It isjust a
name change, nothing else.

Mr BEST — | am aware that you are asignificant employer in Bendigo.
Mr ANTOLOS— Not in the top five; maybe the top six, seven or eight.

Mr BEST — One hundred employeesin a country town this size isimportant. Y ou have already indicated
that thiswill significantly impact on the opportunity to expand — —

Mr ANTOLOS— Judt to interrupt, my competitor, Albany Woollen Mills, lookslikeit will be closing
down towards the middle of next year. | am not saying that will happen, but it is shifting machinery to Indonesia.
Considering that it has received state government grantsto do this, | have a chance to maximise the market, and
four or five customers have already approached me.

Mr BEST — Y ou have aniche opportunity.
Mr ANTOLOS— | would not say it isaniche opportunity. | have amarket opportunity.

Mr BEST — Y ou have an opportunity to expand and take advantage of agap that is being created. Where
do you look like expanding? In Deer Park or Bendigo.

Mr ANTOLOS— We do not have the Deer Park operation; that closed years ago during the credit
sgueeze. We lost the Deer Park operation and two other top-tufting operations. The only thing left was our
Melbourne office and Pacific Textiles. Y ou would remember the late 1980s credit squeeze. That isal | have; that is
my bread and butter. If you want evidence of it, you should drive on Nolan Street. At the end of the street to our
back entrance thereisanew building. Half of that has been dedicated to a store and half to afuture expansion.

Mr BEST — When do you think that expansion may take place, given the late notification you have
received for your premium increase?

Mr ANTOLOS— Wewere hoping July, but it might even go on to the year after that. We may be
looking at ayear’s deferral, which would redlly affect things. Thereisapossibility that | could get a government
grant, but | could lose that government grant if | do not employ that number of people and do it within thetime
period. | cannot be dishonest and takeit. | haveto say, ‘| am sorry, | am not employing these people because | have
not got the expansion going'.

Mr McQUILTEN — What can be done in organising these sorts of government grants— —

Mr ANTOLOS— Yes, but | believe you have fiscal yearsto answer for when you do government grants,
and agovernment grant cannot be held indefinitely. Y ou have to spend that money elsewhere.

Mr McQUILTEN — However, you can take them out over afive-year period and have performance
indicators on the way through.

Mr ANTOLOS— | have been given performance indicators, but | have also been given X amount of
timetodoit, and | do not think it will be achieved.

Mr McQUILTEN — Thething isthat you can renegotiate that with the — —

Mr ANTOL OS— We can renegotiate it, but what about if it goesindefinite? Two or three years? Y ou
cannot hold the money. Y ou have other priorities within government to spend it on — health, education and
infrastructure.

Mr McQUILTEN — Surely you would be able to make up your mind about the expansion within three
years.

Mr ANTOLOS— It would be difficult. What if we have an upcoming recession? Maybe it would be
deferred indefinitely.

13 December 2000 Economic Development Committee 183



Mr McQUILTEN — If itisdeferred, you reapply later. All | am saying isthat thereisflexibility.

Mr ANTOLOS— Thereisflexibility, but when you have high costs and you are trying to meet those
costs and you cannot meet them, you cannat lie to the state government of the day.

Mr McQUILTEN — We do not want that.
Mr THEOPHANOUS — But you have just expanded anyway, by $750 000, as you told the committee.

Mr ANTOL OS— We have expanded with the building, but it might be ashell. It would be a beautiful
store, but there is no manufacturing and no people working there. It isuselessto me.

Mr CRAIGE — If there was one thing you would like to see change in Workcover, what would that be?
Mr ANTOLOS— Just one sec. Fall adeep if you want to in this part; you have atapeto listen to!
Mr CRAIGE — | asked because | want to hear it.

Mr ANTOLOS— Thecivil court should come out of it and we should have an administrative
tribunal/industrial tribunal — not aduplication of the existing system but a separate Workcover court on itsown. It
should have a cross-section of personnel, el ectable every year, which would sit and determine the claims. They
would aso put a cap on the claims like with the administrative tribunalsin terms of pain and suffering and the
ability to work, not just one massive payout. Of course, we can all livein adream world and create it, but basically
there would have to be a serious sit down and think about it, one which included insurance companies, industry
members and unionsif need be.

Alsoin Queendand | notice that they are moving away from private sector practitioners for insurance and going for
government practitioners. If you livein Nudgee, or wherever, you haveto travel to see the government practitioner
or hehasto travel to you— heisnot alocal, private person. They have the power to determine your ability to work
or whether you can do light duties.

MsDARVENIZA — What would be the advantage of that?
Mr ANTOL OS— Off the record?

The CHAIRMAN — We are on the record.

Mr CRAIGE — Just say it in acareful way.

Mr ANTOLOS— | basicaly think that with the additional Workcover treatments the genera
practitioners see that things are going well on their balance sheets, and al that. | do not think they will stop agood
thing.

Mr CRAIGE — We know what you mean.

Mr BEST — Do you think there are doctors who are sympathetic to people on Workcover and therefore
sign certificates?

Mr ANTOLOS— | think they are sympathetic to their pockets.

Mr CRAIGE — But local doctorsin loca areas?

Mr ANTOLOS— | am just saying it would stop that sort of rorting.
Mr CRAIGE — Y ou move them out of their comfort zone.

Mr ANTOLOS— Basicdly put on anice independent outlook.

Mr CRAIGE — Isthat al?

Mr ANTOLOS— | have afew more.

Mr CRAIGE — Gofor it.
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Mr ANTOLOS— Basicaly there should be some sort of different means of looking at Workcover
premiums. It is up to yourselves— | cannot give you everything — but maybeit is something to consider. Also,
the abolishment of the common-law right to sue: leaveit to the tribunal to sort it out. The decisionisfind, likea
court; no second time around for suing; just one off, one go.

Mr THEOPHANOUS — With or without common law?

Mr ANTOLOS— Common law that appliesto thetribunal. That is up to the government of the day.
Mr McQUILTEN — Viathetribuna?

Mr ANTOLOS— Common law viathetribunal, soit is up to the government of the day.

MsDARVENIZA — Can you give the committee some indication of how you see your claims record
and your occupational health and safety record? Does your company have agood one? Isit average? Doesit need
improvement?

Mr ANTOLOS— | would say itisfair. It hasalot of limitations, though. Being a small private company,
expenditure can belimited. A lot of times| try to push to pay things, but you have to determine if you want to
survive or what you want to do. But we are pushing to implement alot of things. | have a committee operating that
has aunion rep on it aswell as other people from different shifts. | personaly meet with it once amonth. | sit down.

Mr THEOPHANOUS — Are you near theindustry rate of 5.78 per cent, or are you above or below it?

Mr ANTOLOS— I think we would be dightly aboveit. Likel said, | do hot have the percentage figures
here, so | will not make a comment and be struck off the record.

Mr McQUILTEN — Isthere anything the government could do to help you, such asimproving your
occupationa health and safety record or giving advice or assistance?

Mr ANTOLOS— | recently got a consultant, who did an overall assessment of the place. He said that
there are good things but that there are bad things; you cannot always have everything your own way. | think Bob
Cameron’srecent idea of putting in $2 million isthrowing money at things. One thing he should do is push al
insurance companies to have advisers. Every company or group of companies should get an adviser to say, ‘Listen,
you are down here but you are good here, and you can do thisinstead’ .

Mr McQUILTEN — That iswhat | have been thinking, too.

Mr ANTOLOS— At one stage Lynn Stewart — | cannot remember what insurance company sheis
from — cameto see us, but we changed insurance companies. It was a good, positive start. She sat down and we
did some things with her, but it did not continue; we changed insurance companies. But there should be someone
permanently coming to seeyou, at least on aquarterly or yearly basis, and saying, ‘ That is good, but that isbad’.

Mrs COOTE — The current government went to the election with common law and Workcover as one of
itsmajor issues. Did you expect the sorts of ramifications you have had, given that that waswhat it was flagging at
the time?

Mr ANTOL OS— We expected an increase, but not amajor incresse.

Mrs COOTE — Have you enunciated what it would be like if there were an increase next year? Do you
expect an increase?

Mr ANTOLOS— I will not lig; there will be anincrease. But like | said, it will put into question whether
wewill expand. In any event, it will affect you. | mean, fewer people will be spending on the local economy, et
cetera Itisacircle, unfortunately, that we are dl part of.

Mr THEOPHANOUS — | have afinal question. | like to work with figures. Y ou said that $900 000 was
your premium.

Mr ANTOLOS— That is not fully confirmed yet, Theo.

Mr THEOPHANOUS — Itisnot fully confirmed, but 10 per cent of that is GST, which is claimable
back, so — —
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Mr ANTOLOS— Yes, | am aware of that, Theo; | am abusinessman.

Mr THEOPHANOUS — | amjust trying to get afed for what the redl differenceis. Y ou aso said there
was about a 20 per cent increase— on my calculations— in your remuneration from the previous year, which
would account for probably another hundred and something thousand dollars in increased premiums? The
difference sounds alot more than it actually isin a straight comparison. Would you agree with that?

Mr ANTOLOS— No | would not, Theo. Y ou are ill going heavy and hard on employers. If it continues
on,| ——

Mr THEOPHANOUS — Y ou agreed with the 900 000 and you agreed with the 20 per cent increasein
your remuneration. Y ou cannot count those two bits, surely?

Mr ANTOLOS— No, | cannot count those two hits, but | am saying that if it continues on, employers
will not employ people. We admit there is an increase, but how will we pay wages?

Mr THEOPHANOUS — Itisinyour handsto improve your safety record, too. That isagood way to get
premiums down.

Mr ANTOLOS— Itisagood way to do it, and we are working onit.
MrsCOOTE — How much of athreat isthe New Zealand competition?

Mr ANTOLOS— Itiscurrently adollar under us.

MrsCOOTE — And it looks to be heading to becoming even more competitive?

Mr ANTOLOS— Basicdly | think the only thing that holdsit back istime of turnover. We are four
weeks; it islooking at six weeks. That isthe only thing that holds it back. But in the end it comes down to price,
though.

The CHAIRM AN — We have come to the end of our time. We thank you for coming along today and
being so forthright. We appreciate the time you have given us. We will send to you a copy of the Hansard record of
what has been said. Please let usknow if there is anything wrong. Again, we thank you for your time.

Witnesswithdrew.
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The CHAIRM AN — We welcome Mr Daryl Rodgers, an accountant with Black Forest Timbers. The
evidence that we hear today, including submissions, is subject to parliamentary privilege and is granted immunity
from judicid review pursuant to the Congtitution Act and the Parliamentary Committees Act.

| invite you to make a statement to us, after which we will ask you some questions.

Mr RODGERS — Thank you for that, and thank you for your time. We wanted to come today mainly to
voice our concerns regarding the premium increases. They basically go to timing. The increases were on top of
other increases. the common-law increase, the GST and the industry increases occurred dl at the onetime. That has
hit uswith area increase of about 44 to 45 per cent in our premiums for the year. We were abit concerned about
thelack of transparency. We made written requests for just a brief explanation of why our premiums went up, but
we were not really given any answer.

Becauseit isasubstantial premium increase, it is having a detrimental effect on our business and our employment,
in that we have actually deferred some of our investment decisions. We had actually put in our plansfor thisyear a
66 per cent increasein our remuneration for more employment in the future. We will probably have to cut that

66 per cent back by about 25 per cent.

MsDARVENIZA — How much wasthe increase?

Mr RODGERS— A 66 per cent increase on last year’ s remuneration.
MsDARVENIZA — Significant.

Mr McQUILTEN — With employment?

Mr RODGERS— Yes. At the moment we are down around about 10 to 12 per cent in employment. That
is not by putting people off but by not replacing people at this stage.

We have a bit of a query about the classification rates. We all seem to be lumped into sawmilling, whichisa
high-risk area. We have a substantial office and management presence with directors, which number about 10 of
our 50 staff, and they get lumped into that high rate aswell.

The CHAIRMAN — Arethey on the same site?
Mr RODGERS— They are dl on the same site.
The CHAIRMAN — Under the one roof, so to speak?

Mr RODGERS — We have a separate office, but it is on the same spot. We find that alittle bit unfair on
us. Wefed that our record safety wisein previous years has been very good. Our actua claim costsin 1998-99
were only $1600, and our actua claim costsin 19992000 were 2227 — —

The CHAIRMAN — Dollars?
Mr RODGERS — They were $2227, and our premium thisyear is— —
Mr THEOPHANOUS — Thousand dollars?

Mr RODGERS— Thousand dollars, yes— $2227. So it was very small, and it was $1600 the previous
year — whereas our premium is actually $18 715 a month thisyear. The premium seemsto be way out of
proportion to what our record has been in the past.

Mr BEST — It is$18 000?
Mr RODGERS— A month.
Mr BEST — A month?

Mr RODGERS— Including GST, our premium is $224 000 ayear. We fed there should be some sort of
serious effort to give usano claims bonus or some sort of allowance, because we seem to betied to theindustry in
general rather than to ourselves at the sawmiills.
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Mr THEOPHANOUS — What isyour industry category?

Mr RODGERS— Our risk category?

Mr THEOPHANOUS — Yes.

Mr RODGERS— Theindustry classification is C2531X.

Mr CRAIGE — Can you give usthe name?

Mr THEOPHANOUS — Log sawmilling.

Mr RODGERS — Log sawmilling.

Mr CRAIGE — Got it — 7 per cent.

The CHAIRMAN — Soitis 7 per cent, and it has gone up from 5.78 per cent?
MsDARVENIZA — Itisnow 7 per cent, and it isup from 5.78 per cent, did you say?

Mr RODGERS — Y es— there has been a substantial rise. Our actual premium last year wasin the
vicinity of $95 000. With the increase in our remuneration it actualy went up to $224 000, with GST. So that wasa
$100 000-plus increase over the 12 months.

Mr THEOPHANOUS — Yes, but you get adiscount for your 66 per cent increase in remuneration.
Mr RODGERS — Nat redlly.
Mr THEOPHANOUS — Y ou don’'t? Y ou reckon you should get that for free?

Mr RODGERS— No, wewill pay for that. What | am saying isthat, al right, we had a 66 per cent
increase in our remuneration, but our premium went up by 114 per cent. So thereis— —

Mr THEOPHANOUS — So the difference — —

Mr RODGERS — Thereis a40-odd per cent difference between what is due to our remuneration and
what is due to these other three factors that came in during the yesar.

Redlly, the impacts have been mainly on our cash flow and on the deferrd of investment decisions. We remain very
committed to providing a safe workplace for dl our employees. We have to view our employment of outside
consultants and expanding our safety programs alittle more closely to see whether we get the cost benefit fromiit, if
we are to continue to be tied to industry rates rather than our own specific performance in the area.

Mr McQUILTEN — In the past 12 months there has been amajor shake-up with the RFA.
Mr RODGERS— Yes.

Mr McQUILTEN — That isthe regional forest agreement, for those who do not know. My reading of
that isthat your company will probably benefit from that shake-up in theindustry in your area. Isthat correct?

Mr RODGERS — We benefit by the fact that we do not lose anything. We remain with our — —
Mr CRAIGE — But you do not gain anything.

Mr RODGERS — We do not gain anything, but we do not lose anything. We had a quota that was not
touched, in effect.

Mr McQUILTEN — It isaso my understanding that with other mills closing and with your intended
ability to treat timber more efficiently there isthe possibility of expansion?

Mr RODGERS — Yes, that is exactly what we were looking at. Our investment decisions were to add
more in the way of pre-kiln dryers and to expand our flooring product range by going into arange of floating
floor-type systems, which we do not make at the moment.
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Mr McQUILTEN — Would | beright if | said that there would be millions of dollarsin assistancein
preparing for these opportunities?

Mr RODGERS — Under FISAP at the moment we have been offered 20 per cent of the cost of a capital
expansion.

Mr McQUILTEN — | amtryingto — —
The CHAIRMAN — We are trying to work out what is happening in Workcover.

Mr McQUILTEN — My poaint isthat we are talking about tens of thousands of dollarsin Workcover, but
inredity alot of other issues relate to your business and your business expansion, so really $10 000, $20 000 or
$40 000 on Workcover would not be amgjor inhibiting factor to your business.

Mr RODGERS— It is not probably the major inhibiting factor at the moment, but it is one of many.
Mr McQUILTEN — What arethe others? Isfuel one?

Mr RODGERS— Asyou know, the building industry has had a bit of adownturn in the past 6 to
12 months. That obvioudy has flowed through to us.

Mr McQUILTEN — And the GST?
Mr RODGERS — There was adump straight after the GST.
Mr McQUILTEN — That has been another factor aswell?

Mr RODGERS — That was another factor aswell. Other factors are with the RFA itself. The process has
been fairly drawn out, as you probably understand.

Mr McQUILTEN — Yes, over years and years.

Mr RODGERS— And we till do not have alicence aswe speak. So thereis ill some uncertainty in
that area.

The CHAIRMAN — | will haveto get us back on track.

MrsCOOTE — Could you outline for me the threat to your competitiveness, given that other people are
obvioudy under the same industry category asyou are. How will the increase in your premium impact on, in
particular, the competitiveness of your company?

Mr RODGERS — At the moment we compete alot in the interstate markets. Sydney and Brishane are
two of our main markets. So if there is any variation that gives our New South Wales competitors a bit of an edge
on us, obvioudy welose alittle bit. At the moment we are finding that Boral, which is one of the magjor New South
Wales ones, is undercutting us. We cannot match that at this moment because of the inherent costs.

Mr CRAIGE — Isthat on hardwood timber framing?

Mr RODGERS— Yes. Most of the stuff that goes to New South Wales and Queendand isKD —
kiln-dried timber. We do not sall softwoods, only hardwoods.

Mr THEOPHANOUS — | have had another look at the figures you have been giving us. | understand the
increase, but | think the way you expressed it isnot quite right. | want to put thisto you: when you say you had a
66 per cent increase in remuneration, you cannot say you had a 120-something per cent increase, so the difference
between the 66 per cent and the 100 or whatever it wasis 44 per cent.

Mr RODGERS— It isnot exactly.

Mr THEOPHANOUS — Y ou cannot do it like that. The point isthat you add the 66 per cent, which
brings the whole remuneration up, and then you have to look at the percentage from that higher remuneration
compared to what you have. | think it isalot lower.

Mr RODGERS — Granted, in monetary termsit is around about $40 000-odd over the 12 months.
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Mr THEOPHANOUS — What isyour total remuneration?

Mr RODGERS — Our estimate of total remuneration was $1 182 000. That was last year.
Mr THEOPHANOUS — It must be more than that if you had a 66 per cent increase.

Mr RODGERS— Thatislast year's.

Mr THEOPHANOUS — It would be over $2 million. We will work out 66 per cent of that. On a broader
level, it is$40 000, and | understand that. But you know there are two factors that influence your premium over and
above common-law issues and so forth, which were al up-front. One is the experience rating of your company, and
the second isthe industry as awhole. Theindustry as awhole seemsto have gotten worse in terms of its recent
record, and that iswhy the industry rate rose from 5.78 per cent to 7 per cent. Have you thought about how you
could work within your industry, maybe with the Workcover authority or with some assistance from the new
inspectorate, to reduce that in an industry sense and to get the industry rate down abit, as 7 per cent isvery high?

Mr RODGERS— The Victorian Association of Forest Industries (VAFI) is our main industry body.
They have aprogram that we work through with them. | believe they are putting a separate submission to the
committee. We work very closely with them, but there are problems. Thelady in charge of that isleaving VAFI in
the middle of this month. However, we work through VAFI as an industry body; it looks after the industry side of
it. On the other hand, welook serioudy at what we do. We are very proud of our record in previous years, and we
do not feel we are being rewarded as an employer because of the industry dragging us down.

Mr THEOPHANOUS — Therest of the industry is not doing as good ajob as you are. That iswhat you
are saying.

Mr BEST — What proportion of your total staff is made up of the staff you have in administration?

Mr RODGERS — In administration we have mysdlf, two salesmen and a manager. On top of that we
have five directors, whose remuneration comes into this. There are 6 and 33 out in the mill itsalf.

Mr BEST — Y ou have 44 people on the payroll who are classified at the samerate.

Mr RODGERS— Normaly it isaround about 50, but at the moment we are alittle bit under.

Mr BEST — So 25 per cent of your staff are in administration or sales and non-sawmill activities?
Mr RODGERS— Yes.

Mr BEST — So you get the double whammy: the industry is dragging you down because of your
performance compared to some of your competition, and 100 per cent of your staff are being categorised in the
highest risk component of your operation.

Mr RODGERS— That is correct.
Mr BEST — Do you have any suggestions asto how you would like to see Workcover change?

Mr RODGERS— | believethat in the past there was afacility where we could put down that our staff
werein different categories, and they were categorised differently. That has changed in recent yearsto one where
you are under al the same classification rate if you are housed on the same property. Wewould like to see a system
like that reinstalled, where the mill staff are classified separately from the office staff, unless the office staff are
involved in the inherently risky areas. We would like to see that separated so we could be rated separately in the
office.

Mr BEST — Findly, are the increases you have received going to set your plans for expansion back at
al?

Mr RODGERS— They have delayed them at the moment, but | would not go so far asto say itis
entirely Workcover’ sfault. There are other factors which have delayed our decisions.

Mr McQUILTEN — Just the mgjor factor; you have said that aready.

MsDARVENIZA — How much was your premium this year?

13 December 2000 Economic Development Committee 191



Mr RODGERS— Our tota premium was $224 000, including GST.

MsDARVENIZA — What percentage of theindustry rate isthat? Theindustry rateisat 7 per cent. What
rate do you think your company is at?

Mr RODGERS — Our remuneration is around about $2 270 000. It isvirtudly 10 per cent.
Mr McQUILTEN — You are quite abit higher.

MsDARVENIZA — Y ou have given us quite a bit of information about your premiums and your history,
but | believe it would be helpful to the committeeif it were able to get some information from Workcover about the
facts and figures. Do you have any problem with that?

Mr RODGERS — No, no problem.

Mr McQUILTEN — You talked about your claims. There were claims for $200 and $2700 in the past
two years. What about the previous two or three years?

Mr RODGERS — We have had only aweek to get these together. | really would not like to go on the
record as saying any amount, as | do not have any of the records here. They have not really been excessivein
previous years so far as| can see. One of our problemsistheway that GIO assesses future claims. It might take a
claim and say the claim isworth only $100 thisyear but say it isworth $17 000 over the next few years.

Mr McQUILTEN — We have seen a hit of that.

Mr RODGERS— That isaworry, because we find that those sorts of figures tend to evaporate when the
clamissettled. It just disappears off the book for some reason. However, we seem to be rated on that estimate.

Mr McQUILTEN — It seemslike abig risefor 7 per cent and the industry rate. It is a problem industry
interms of other companies, but if you are paying 10 per cent itisalot higher.

Mr RODGERS— That 10 per cent includes GST. If you took $220 000 off that, you would probably be
closer to that 7 per cent.

The CHAIRMAN — Thank you very much for your time. We will send you a copy of the Hansard
record. If we have anything wrong, it isamatter of your letting us know. Thank you for coming.

Witness withdrew.
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The CHAIRM AN — We welcome Ms Robyn Smith-Clark, risk manager, and Mr Kevin Gill, generd
manager, of Frew Kyneton Pty Ltd. The 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.

| invite you to make an opening submission, after which we will ask you some questions. We have until 12.30 p.m.
in which to do that.

Mr GILL — Asan overview, Frew Kyneton is part of the Frew group of companies. At the Kyneton site
it employs approximately 225 people. The annua wages bill for Kyneton, with the other remunerations, is probably
$4.8 million. Linked with that isthat on the site there is some further processing work. The main functions on the
sitearethekilling of beef, boning and packing, and recently we have taken that one step further with the further
processing of beef into corned products and fresh sausages. The fresh sausage program, although it isunder a
separate company structure, isal integrated with the Frew Kyneton site. It has probably been operating now for
close on five months.

Over the past six months we have put on probably in the vicinity of 30 full-time positions on the site. Within the
next six months, as part of our stage 2 process, we are looking a possibly ancther 30 positions; and within
12 months, with further processing and devel opment, hopefully that will increase to about 50.

So far asthe recent workers compensation situation is concerned, | make the statement that | think it isarchaic
thinking, not progressive at al, and is about taking the easy option. Anyone can go backwards, think of what was
doneinthe past, and put it in again. It has triggered us— to a point where we have aready told our union delegates
that we will be making some pretty hard decisions. We have taken the step of stopping all capital development at
this stage. We have told them that in February, after our peak season — which is now — we will be re-evauating
our whole position.

That is my opening statement. It isas critica asthat. We contacted Joanne Duncan, our local member, initialy
when we received the premiums. We were redirected to the Workcover authority. Notwithstanding the fact that we
arein aheavy industry — we appreciate that: it isavery labour intensive industry that is good for regional
Victoria— we have certainly been given no benefits at al under the new structure.

During the past three weeks | subsequently contacted Joannge' s office — that was prior to our knowing of this
committee, which then we did not know athing about — because we urgently needed a meeting with her to take it
to the government of the day to let it know our Situation. | have not heard anything back.

Subsequently | asked for the help of the Australian Meat Industry Employees Union (AMIEU) to seeif it could pull
some weight. It has contacted Neil O’ Keefe, the federal member, who — athough he has no jurisdiction and it is
not in his environment — has agreed to come down to the site on Wednesday. We will just have to start working
from that angle. With his contacts, hopefully he will be able to initiate some forward thought in resolving our
problem. That isit.

MsSMITH-CLARK — From my perspective, | was employed by Frew Kyneton in 1996. Its premium
was over $1.2 million. We have worked very hard. We have put in alot of systems — that is, occupationd health
and safety systems — and OHS reps. We are proactive with the management of our injuries. But at the end of the
day, even though we do not have an allocated budget for being proactive in OHS, we are pendised.

Oneissue, which | think alot of other meat industries are also raising, isthat we are locked in with the building
industry. We request that that be reviewed to see whether or not we could be independent of those with our industry
rate. The other isthat perhaps incentives could be looked at for those industries that are proactive and are proving
that they are reducing their Workcover claims, which to date is not there, and for the fact that we alocate a

priority — oneisto the quality of the mest product and the other isto our Workcover and OHS responsibilities.
Thereisno incentivefor that.

At the end of the day the introduction of the Workcover common-law system has highlighted things, and people are
now making common-law claimsfor injuries they had forgotten about. | do not disregard the onesthat are
legitimate; but basically we are introducing a culture, or an attitude, and we have to question that.

Thereisanother thing we could a so look at, which isthe cut-off date being 31 August — and we are dll addressing
theimpact of this on our 19992000 claims. We are then wearing any impact from our initial premium to our
confirmed premium for 1999-2000. Additional to that isthe impact of the 17 per cent on common-law claims, so
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we actudly have a double whammy. It is not just about going into the future of 2000-01. The 19992000 claims
have made a huge impact aswell — that is, for common-law claims.

| believe we work very hard on our return-to-work rehabilitation programs, but basically some people have lodged
common-law claimsfor claimsthat they would have perhaps reviewed later on rather than claiming it in one
impact. After having spoken to some other companies very similar to ours, as an abattoirs we are asking for the
optionsto be reviewed independently from the building industry. As for those companiesthat are being proactivein
reducing their claims costs by reducing their injury rates, | guessthat is another angle that needsto be reviewed.

The CHAIRMAN — Can you take us through the situation in relation to your premiums for 1999-2000
and 2000-01? What has happened there?

Mr GILL — Asl sad, there are acouple of sitesat Kyneton. If we take Frew Kyneton as being
indicative, our premium for 2000-01 — our initial premium, that is— is $791 316. Our confirmed premium for
19992000 was $599 000 — that iswithout, so far as| am aware, the GST. On top of that we also have the boning
and packing operation, which from memory | think was about an $100 000 or $120 000. But because we get
penalised for putting on new staff, we got an adjustment on our confirmed premium for last year.

Mr THEOPHANOUS — Why do you get pendlised for putting on new staff?

Mr GILL — Because your industry rate and claims history go on, with any new people you employ your
remuneration changes— and up she goes. We were looking at a development over the past 12 months and at
putting on 50 new jobs.

MsSMITH-CLARK — May | add that Kyneton isasmall rural community, and that isahuge
employment for such asmall area. | know Kyneton has had a high unemployment rate, but our catchment areais
more than that — it is Bendigo, Heathcote, Geelong, Ballarat, Melbourne and al the surrounding digtricts. We area
proactive employer so far as employment is concerned. If we had to refocus on where we go in the future or on the
bottom line of whether we close— which is on the cards — the impact on the Kyneton community would be
devadtating. We are serioudly looking at those two options. If thisimpacts on us the same way next year, we will
not survive. | know alot of other companieswill not survive either. It istoo much, too hard, too fast and too soon.

Mr GILL — Unfortunately our major client will be ableto find an easy option, and that will be acrossthe
border. Itisas smple asthat.

Mr THEOPHANOUS — Where the Workcover premiums are lower?

Mr GILL — They will get efficiencies out of abigger plant, possibly. That isthe go.

Mr THEOPHANOUS — Isit New South Wales?

Mr GILL — Yes.

Mr THEOPHANOUS — Their rates are about 40 per cent higher than Victorian Workcover rates.
Mr GILL — | am taking about efficiencies within a plant.

Mr THEOPHANOUS — That isadifferent issue from Workcover.

Mr GILL — That'sright, and that attraction will be there. The state government in New South Wales has
just alocated $12 million for its 44 abattoirs. | do not have the specifics of the alocation, but the report | read said it
was for devel opment processes, which will foster theindustry. If they need new water trestment plantsto stay in
business, they will be part of the $12 million alocation. If they want to put in new kill floors so they can up their
rates from 400 out of Victoria skilling plants, they will get them. The committee for economic development and
growth has the ability to be creative and innovative. That isbasicaly what it is. What we have done with this
Workcover processis gone backwards. We have gone back in time. How creative isthat as a government?

We arein asituation down there where we have had a culture. It isno longer an abattoirs. We have concentrated,
and it isnow afood processing plant. We have spent hundreds of thousands of dollars on training individuals and
thework force. We have created jobs — and then this comes along.

Mr THEOPHANOUS — Y ou have to get the facts right before you make the generdisations.
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Mr GILL — Definitely.
Mr CRAIGE — Your current rateis 8.4 per cent.
Mr GILL — That is correct.

Mr CRAIGE — That isat Frew Kyneton, so that isyour main killing, abattoirs and boning out area. Then
you have separate areas for your sausage manufacturing.

Mr GILL — They are additional to our current workplace.

Mr CRAIGE — | know that.

Mr GILL — They are separate physicdly, yes.

Mr CRAIGE — But you till pay 8.4 per cent on them?

Mr GILL — | believethat isthe case. They come under the boning and packing industry.
Mr CRAIGE — Isthat under adifferent business?

Mr GILL — Yes, itisunder adifferent company structure.

Mr CRAIGE — | am concerned about what this Workcover change means to you and the issue of it
compounding on you as abusiness. Y ou have been in the sausage game for only five months, and obvioudy you
want to continue to invest and upgrade and be in the marketplace.

Mr GILL — Takeit through the three stages.

Mr CRAIGE — Does this put pressure on you as to whether you make a decision to go ahead with that or
stonit?

Mr GILL — Put it thisway, we can take some easy options and downsize. That is easy: chop here, chop
there. What we haveto look at is our total structure. Thisiswhat we have discussed with the staff. It may be
necessary for usto eliminate, for instance, the kill process. It may be necessary for usto bring the carcassesin and
bonethem, or it could even be to the extent that we eliminate the whole kill and boxing process, downsize
completely and operate as a fresh sausage plant, with trim coming in. It can come in fresh overnight from Wagga,
or, God forbid, we go back to using frozen product again.

One of the principlesin the innovation we have done up there isto convert the trim from the boning process
straight into afresh beef sausage. That is abonus so far as the processing and manufacturing of sausageis
concerned. Last week we did 115 tonnes of sausage.

Mr CRAIGE — Where do you supply that to?
Mr GILL — To our mgjor client.

Mr CRAIGE — You said that you had your initial premium calculation for 2000-01. When would you
normally expect to receive the confirmed rate? When does that happen?

MsSMITH-CLARK — September.
Mr CRAIGE — We are now in December.

Mr GILL — At the end of the year you get your fina rate through, with al the previousyear’'s
adjustments for the fact that you overspent your rateable remuneration.

Mr CRAIGE — A lot of thisisaso to do with timing. Y ou ended up with a confirmed rate for
1999-2000 and with then doing are-analysis of that, and then there was the late notice in respect of the 2000-01
premium, and it has al culminated in abig pile on top of you.

Mr GILL — It certainly has.
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MsSMITH-CLARK — We have had a confirmed rate for 19992000, hence that has exceeded what we
paid on our initia, and then we have our initial for 2000-01. Basically, in ashort period of time we have both to
look at. Y ou haveto pay in advance for your initial. Y ou can do that over aperiod of time, but theimpact is ill
there. Plus you haveto look at the adjustments on the confirmed.

Mr McQUILTEN — | am ahit confused about the amounts of money we are talking about. | have your
payroll figure of $4.8 million or thereabouts.

Mr GILL — For Frew Kyneton.
Mr McQUILTEN — How much extradid you have to pay for the previous year?
Mr GILL — For 1999-2000 we had a premium adjustment of over $100 000.

Mr McQUILTEN — That was under the old scheme, the previous government’ s scheme. The reason was
that you put on more people, which was not anticipated 12 months earlier, so you had to pay some money.

MsSMITH-CLARK — Plusour claims cost had increased by $200 000.

Mr McQUILTEN — | was going to ask about the claims |ater. We have added $100 000 onto
1999-2000. What did that end up at?

Mr GILL — The confirmed premium for 1999-2000 is $599 000.
Mr McQUILTEN — Plus $100 000 on top of that.

Mr GILL — That should be thetotal.

Mr McQUILTEN — Including that $100 0007?

Mr GILL — That isthe confirmed total.

Mr McQUILTEN — What isthe estimate for this coming year?
Mr GILL — Itis$791 000.

Mr McQUILTEN — That is$190 000 extra. | am trying to understand the problem. Y ou had some
claimsin 1999 for $200 000. What about the year before and the year before that?

MsSMITH-CLARK — Common-law claimsor clamsoveral?
Mr McQUILTEN — Claimsoverdl.

MsSMITH-CLARK — There are claims overal, but what happened from my perspective and position
wasthat in 1996 at the end of the confirmed premium | had to ask management for an additional $146 000. That
was from theinitid to the confirmed, but since then we have reduced each year. If you pay too much on your initial
you get some back, which isaways abonus. My aim isto reduce the claims cogts, but thisyear | have had to ask
for $200 000, and that is a matter of the impact of the common-law claims coming in. Other than that, we have
been reducing. On 5 August we were looking at getting another reimbursement for our confirmed, but between
5 August and 20 September those common-law claims were lodged by 31 August, and therefore they impacted on
the premium.

Mr McQUILTEN — That is under the previous government’ slegidation; that is the $780 million black
hole.

MsSMITH-CLARK — But the common-law claims are not the previous— —
Mr THEOPHANOUS — They must be.

Mr McQUILTEN — They must be.

Mr THEOPHANOUS — All those common-law claims from the previous— —

Mr GILL — The clams may be, but what about the common-law legidation?
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Mr THEOPHANOUS — No, that would have happened anyway, irrespective.
Mr GILL — | do not believe so.

Mr BEST — Thisgetsto my line of questioning, if | can help to clarify the Situation. Y ou spoke about a
culture. Can you explain the circumstances that saw the lodgment of those claims, and what happened to your
workplace as aresult of them?

Mr GILL — Have you heard of the culture before?
The CHAIRMAN — Yes, we have,

MsSMITH-CLARK — If | could, | will briefly put it into perspective. When | went to work with Frew
Kyneton there was certainly an issue with Workcover claims and a culture, or attitude. Through that process we
looked at our induction program and at positive work ethics and levels of fitness because of the physical nature of
theindustry. Since we introduced that we have employed anumber of people — | have actualy employed over
300 people — who have gone through that system, and we have had one significant Workcover claim. Mogt of the
people we ded with relating to Workcover are prior to that, okay? It might just be the attitude or the culture, but we
might get new small claims coming in.

Asfor the Workcover common-law claimsthat | have received since or as aresult of the date of 31 August, one
particular person was employed full time, still on our taly system, which isagood system through which to be
paid. He was working full time with no problem at al, until al of asudden he recalled the hand injury he had. That
did not impact on his current work system or work ethic. Another person has had surgery. He said to me, ‘| had to
getitin by 31 August or | would missout.” My aim was to work with that person on arehabilitation program and
return him to work.

One of the difficulties we face with the culture, or attitude, is that when a person gets a significant payout it hasa
ripple effect on the culture of theindustry. That is very, very difficult, okay? We have had three asaresult of

31 August, and none of those persons would have put in or lodged acommon-law claim. The other onesarejust
part of the system. All | am saying isthat from my perspective they would not have been lodged. They may have
been lodged further down the track, but not al at once. Theissueisthat they have been lodged all at once to affect
the premium of 1999-2000.

Mr BEST — Do they dl have the same lawyer?

MsSMITH-CLARK — Yes, they have aunion lawyer.

Mr BEST — | am not agenius, but — —

Mr GILL — Thereis such athing asthe culture. Y ou do not fertilise that culture, if possible.

Mr BEST — You think that one of the reasons why they have all submitted their claims before 31 August
isthat the legidation was to be passed and common law was about to be reintroduced?

MsSMITH-CLARK — And the cut-off date was 31 August. We had alot of othersinterested in their
claims, but they were the ones that were actually lodged by that date.

Mr THEOPHANOUS — | have some questions for you, but first | would like to set this raight. The
31 August cut-off date was introduced under previous legidation. It was the cut-off date for common-law lodging,
and it would have happened irrespective of whether common law was brought in or not.

My questions relate to your premium structure. How many plants do you have? What is your total operation?

Mr GILL — Sofar asthe plants within the group are concerned, we have Frew Stawell, which isalamb
processing plant at Stawell and which employs approximately 200 people, probably 220; we have the Kyneton
operation; and at Melton we have ameat depot and distribution centre employing approximately 80 people.

Mr THEOPHANOUS — By how much did your remuneration go up from the previous year to the
current year in the calculations for Workcover?

Mr GILL — Inthe caculaionsfor Workcover so far as Kyneton is concerned?
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Mr THEOPHANOUS — Do you know what your total operation — —
Mr GILL — Yes. Thisispurely Kyneton: it is approximately $200 000.
Mr THEOPHANOUS — So you got an increase in Kyneton? What about the other ones?
Mr GILL — | did not bring Frew Stawell, but it is probably in the vicinity — —
Hang on, | may have brought Frew Stawell. It is on those figures there. That is approximately $200 000 as well.
Mr THEOPHANOUS — It is another $200 000. Do you have any idea of the last one?
Mr GILL — According to that it is $64 000 only.
Mr THEOPHANOUS — So overal you have had an increase — —

Mr GILL — That does not seem right, though. | do not believe that to be right. Thereis a bit of aquestion
mark over that.

Mr THEOPHANOUS — Okay. But you have had an increase of somewhere between $400 000 and
$500 000, according to your figures, in remuneration across your plants. Isthe industry category that is used the
same onefor al three of your operations?

Mr GILL — For Kyneton and Stawell | believeit would be the same. Frew Stawell would be the same.

Mr THEOPHANOUS — | know what the industry rateis, but | am interested in what percentage you are
paying as acompany.

Mr GILL — Yes. Take Frew Stawell: theindustry rateis8.4 — —

Mr THEOPHANOUS — So you are on the industry rate?

Mr GILL — Yes, theindustry rateis 8.4, and | believe the net premium rateis 3.45.

Mr THEOPHANOUS — That iswhat you are paying?

Mr GILL — Yes. | will just qualify that. That is possibly the best mest plant in Austraia
Mr THEOPHANOUS — It sounds to me as though you are doing alot better than the industry rate.
Mr GILL — Weare, yes.

Mr McQUILTEN — In Stawell.

Mr GILL — In Stawell.

Mr McQUILTEN — What about Kyneton?

Mr CRAIGE — Only one product, though, that isall.

Mr GILL — That'sright, and you will find the culture different, too. The cultureis different. Believeit or
not, this culture exists.

MrsCOOTE — In what way isthat culture different in Stawell?
Mr GILL —Itisa— —
MrsCOOTE — More proactive?

Mr GILL — Yes. Thereisacommitment to the workplace ethic. A lot of them, believeit or not — thisis
generalising, and | do not believe we should generdise too much here— come in from the farms around about and
work in the abattoirs. There is a shift on there now. They do their day’ s work in the abattoirs and then go back and
manage the farms. They get injured and are back a work.

MrsCOOTE — So the comparison between Kyneton and Stawell istangible?
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Mr GILL — Definitely. And | think lamb is different from beef entirely. Beef isalot harder, no question
about it, and thisis something el se that has to be taken into account. Beef boning and processing are alot harder
work. Itisahard job. | will just qualify that. So far as our company is concerned, anyone who is genuinely injured
in that workplace is entitled to everything the law entitles him to. Thereis no question about that.

Mr THEOPHANOUS — | congratulate you on having arate which islower than theindustry rate. That
is how the system is supposed to work: thereis an industry rate that reflectsthe level of accidentsin that industry.
But then you get an opportunity, as alarge employer, to be ableto comein at alot lower than that asaresult of a
good safety record. That sounds like what you have done.

The only other point | would make is the difference even in your Kyneton operation, which isthe one you have a
few problemswith. It went from $599 000 to $799 000, but $79 000 of that will come off asaresult of the GST.

Mr GILL — No, the GST isnot included so far as| am aware.

Mr THEOPHANOUS — Itisnormally included in the figures that come to the employer, and you are
supposed to claim that back.

Mr GILL — | amtold it isaseparate print-out. | do not believe the GST isincluded in that.

Mr THEOPHANOUS — However, evenin that plant you had a $200 000 increase in remuneration,
which would have to be taken into account in relation to that.

Mr GILL — Definitely. If we put in anew venture, so far as consideration for the employer goestherate
to be applied to that should be variable. There should be some incentive.

MrsCOOTE — Y ou spoke before about being proactive and about having incentives in the premiums.
Can you give us an example of a proactive gpproach to premium increases in the industry, et cetera?

MsSMITH-CLARK — Thefact that you are proving on your statistics that you are reducing Workcover
should be an incentive — and that you are proactive and you have a system in place, which is hopefully a safe
system. A lot of people are going for safety maps, but the fact is that industries on an individual basis are being
proactive with their Workcover. Theindustry rate basically reflects where we are coming from, but | would like to
see someincentive.

MrsCOOTE — A recognition?

MsSMITH-CLARK — Yes. | know this has also been addressed by farmers. Some farmers are working
very proactively on their own environment, but they are dl pulling together and they have their own industry rate. |
think it needsto be alittle bit better thought through as to how we can work individually but also as an overall meat
plant.

Mr McQUILTEN — Have you contacted Mr Tony Fitzgerald from the Department of State and
Regiona Development in Bendigo in relation to your problems?

Mr GILL — No.
Mr McQUILTEN — | suggest you do.

Mr CRAIGE — In respect of the significant work you have put into workplace safety, have you had the
total support of the AMIEU?

MsSMITH-CLARK — No.
Mr CRAIGE — No? These are your workers at the coaface, yes?

MsSMITH-CLARK — We are still dedling with an attitude and a culture. Even my explanation of the
cut-off date of 31 August was promoted by the AMIEU. There was a comment that it was from the previous
government, but that cut-off date was promated by the union. The union has its own solicitor groups, hence you are
fighting that aswell. Even though the union is supposed to be proactive on occupational health and safety, | can
confidently say that that isall very well when they see the employer as being wrong. Then they approach the
employer, but we cannot get a proactive approach from the union.
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We have attempted to put in cut-proof gloves. They do not prevent a stabbing but they prevent acut. A dicer can
go from aminor cut to tendons. We have agreat dedl of difficulty with that. Asfor hard hats for areas whererollers
might be used and might come off the rail, we have difficulty with that. Even if aperson isnot using amesh glove
when he picks up aknife, heis till entitled to aWorkcover claim, and we have to deal with that through industrial
relations. | do not believe they should be entitled to Workcover claimsif they are not complying with company
policy and are working against the occupational health and safety legidation. It isso difficult for employers. Itis
like walking through mud with thongs on.

Mr CRAIGE — Doesthetally system help occupationa heath and safety or work against it?

Mr GILL — Itisjust amethod of payment. | do not think it can be related to OHS. Thereis some
comment on the high tallies. In high-tally periods no-one seemsto get injured.

Mr CRAIGE — Funny, isn'tit?

The CHAIRMAN — Thank you very much for coming along today and giving your evidence. We will
send you a copy of the Hansard transcript, and you may send any suggested alterations to us. Thank you for your
time.

Witnesseswithdrew.
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The CHAIRMAN — All evidence taken by this committee is subject to parliamentary privilegeand is
granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act.

Would you like to make an opening statement, Mr Sandner? We will then ask you some questions.

Mr SANDNER — Firstly, | will make a correction. | am the part-owner of the Strathvillage newsagency,
not the Strathfieldsaye newsagency.

Our newsagency has aturnover of approximately $2 million per annum. We employ 3 full-time people and 11
part-timers. Our wages are approximately $200 000 ayear. Our Workcover premium has increased from $1600 to
$2400, an approximate increase of $800. If that was the only thing that had happened to us, and admitting that we
turn over $2 million, you would be wondering why | am sitting here. We dl know that an additional cost of $800
will not send usto thewall, but this Workcover islike the brick on the top of the pyramid that will make us
collapse. There are certain costs which we incur in small business and which we cannot pass on to our consumers.
That is one point.

Because our vehicles do over 2000 kilometres per week on delivery runs, our fuel bill hasincreased by $2600 with
the recent fuel prices, and we cannot hand that on. The introduction of the GST cost us $27 000. | had to borrow
that money. The BASisan additiona cost to us. Thetax reforms are ajoke. The old system is il there; it was not
touched at dl. A lot of people do not redlise that we have GST on top of what we already had.

Professor Fels said that what we were doing in our industry was not in the public interest — that is, that delivering
newspapers under licenceis not redly free trade, aswe are granted these particular areas. When we took the
newsagency over two years ago we had two contracts. Now with what Professor Fels has said we have 115
separate contracts, which | have to go out and personally obtain from our suppliers. What is Workcover going to be
for me next year? It has gone up $300, so what is next? Who knows?

| am not going to sit here and leave it at that. | do not like people who make comments and do not offer asolution.
My solution, because | believein small business, is ssimply this: return your Workcover premiums to what they
were. The community is expecting far too much of taxpayers being able to provide endless benefitsin the event of
them being injured. It is not a bottomless pit, it ismy pocket. Abolish ssamp duty completely. Increase the threshold
on payroll tax to $1 million and reduce the rate. Last but not least, introduce the right to terminate an employee.

Last week we had two perspex pandls break on the advertising panel at the front of the counter. | went to a
glasscutter to have them fixed. | knew he worked on hisown. Hewasin his shed, and he said he had put on an
extra person. | asked him how many more people he would have if he were able to terminate employment. He said
he would have another three. Small business can solve unemployment in this country if people accept that there are
people like myself who, for example, are prepared to spend $1 million on a newsagency and work 75 hours a
week — at present for $40 000 — because they like doing it. If we could make a bigger profit than that we could
solve unemployment.

Thank you for giving me the opportunity to have my say. | know | have overstepped the parameters of this
committee, but | would like you to look at small business as awhole, as Workcover isonly part of it.

The CHAIRM AN — We appreciate that and thank you. Y ou understand that the questions we ask you
will berelated to Workcover rather than to the other issues you raised with us. In terms of the increase in your
premium from $1600 to $2400, do | assume that part of it may have been the result of increasesin staff or claims
that were incurred at your premises? Are there any reasons that you are aware of for its going up to that amount,
other than the additional funds due to the reintroduction of common law?

Mr SANDNER — The answer is no, there have been no increasesin staff over that period, and there has
never been aWorkcover claim in the six years, touch wood.

The CHAIRMAN — You aretalking about a 50 per cent increase.
Mr SANDNER — That is correct.

The CHAIRMAN — Have you made any inquiries of anyone to ascertain why it went up by that
amount?

Mr SANDNER — No, | have not, other than what | have read in the newspapers. | am aware that there
has been a change in the benefits people can receive.
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MrsCOOTE — You would have alot of people coming into your newsagency. Are you aware of
whether alot of businessesin Bendigo have found that their Workcover premiums have gone through the roof
since the reintroduction of common law?

Mr SANDNER — Not from customers, no.
MrsCOOTE — Areyou hearing it from business groups, et cetera?
Mr SANDNER — | hear it from other businesspeople that | associate with.

MrsCOOTE — From your own experience, were you aware that there would be changes and that you
and other businesses would be facing quite significant premium increases?

Mr SANDNER — Yes, | was.

Mr THEOPHANOUS — | am sorry | missed the earlier part of your contribution. Would you say that the
Workcover increase has been abigger factor in your company than the GST and other issuesthat are affecting your
industry a the moment? Or isit just one of anumber?

Mr SANDNER — It isone of anumber of items affecting the business. All right, it is $800, and | did say
that was out of $2 million. If it wasjust that and it was the only thing that was happening, | would probably survive
al right. But it isthat along with everything else that is happening. My concern with Workcover iswhat it will be
next year. The effect on my decision isthat | have to expand the volume of business | am doing to remain
profitable. | have to start delivering more newspapers. | will have to say to my existing staff, ‘We haveto do it with
the staff we have, because to put another person onisjust not economical’.

Mr THEOPHANOUS — Did the amount of money you paid for either your existing staff or any new
staff you put on go up last year?

Mr SANDNER — No, the staff level stayed the same and the wages level stayed approximately the same.
Mr THEOPHANOUS — Are you sure about that?

Mr SANDNER — Yes, positive.

Mr THEOPHANOUS — So it went up from $1600 to $24007?

Mr SANDNER — In round figures, yes.

Mr THEOPHANOUS — Do you have any problem with us contacting the Workcover authority and
getting your details so we can look to see what — —

Mr SANDNER — None whatsoever.

Mr BEST — Isyour industry rate 1.04 per cent, and do you fall under the newsagents, stationers and
booksdllers category?

Mr SANDNER — | presume so.

Mr BEST — Do you know what your rate was for the previous year?

Mr SANDNER — No, | did not look at that. | just got the premium, smiled and wrote the cheque.
Mr CRAIGE — You smiled?

Mr SANDNER — What €' se can you do?

Mr BEST — | find it odd that you were prepared to accept an $800 increase without even inquiring of
your insurance company or the Workcover authority asto why it had increased.

Mr SANDNER — | had presumed that its cal culation was correct.

Mr BEST — That isavery trusting attitude.
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Mr SANDNER — Well, yes.

Mr BEST — Theincreases were to be 15 per cent for the return of common law plus 2 per cent for a GST
component, which meant that they would rise by 17 per cent. But you had arise of 50 per cent, with no claimsand
no additional remuneration to your staff.

Mr SANDNER — When you are not aware of the figures you have just given me and you are running a
business, you know that Workcover premiums are going up. When you have expected an increase and you receive
it, what can you do?

Mr BEST — | suppose you would describe yourself as symptomatic of many small businessesin that you
heard about the increase but you are more concerned about your own operation so you pay it and get on with it.

Mr SANDNER — | haveto because | have no dternative. We handle 28 000 newspapers and $30 000
worth of magazines amonth. We had three supermarket trolleys worth of magazinesin our shop this morning at
6.30 am. Three people worked on those for three hoursto get them invoiced. Y ou have to get on with your job.

Mr BEST — | sympathise with you; | am not in any way chalenging you. | just find it unfortunate that
somebody in your position is bogged down by paperwork and by having to check every detail to its nth degree and
is sacrificing making what is alegitimate inquiry for the sake of getting on with running your business.

Mr SANDNER — | take your point. It would appear that | am not a good business manager in that regard.
Mr BEST — It isnot an offence — —

Mr SANDNER — No, | take your point. From where | am sitting, | was expecting an increase. It isdone
through an insurance company. All right, what do you do? If you don’t accept it, you ring up. What do you get?
Y ou get an answering machine saying, ‘Y our cal isimportant to us; you have been put in apriority queue’. God
help those who are in the ordinary queue! Given the time you waste onit, it may end up costing you more than
$300.

| take this attitude alot in my business. | look at something and | make avalue judgment. All right, if somebody
who owes me $100 for newspapers says, ‘| am not going to pay’, | put the phone down. There is nothing | can do.
If you sueit costs you $285 to get awarrant, and in the end you do not get your money. So you just smile, writeit
off and keep going. That is basically the same as| have done with the Workcover premium. | have assumed that it
iscorrect. Now that you have raised thisissue, maybe | will have another look &t it.

Mr BEST — | do hope you spend 20 centsto phone your insurance company and ask it to look at your
premium and find out why you have incurred a 50 per cent increase.

Mr SANDNER — Point taken.

Mr CRAIGE — | want to continue on that line. Y ou were paying $1600 and you ended up with abill of
$2400. | know you said that in the scheme of things— given a$2 million turnover — $800 was not alot. | look at
that and immediately say, ‘ Thereisa 50 per cent increase, and that isalot’, okay? | wonder whether you would
have had the same attitude if it had occurred with council, water or electricity rates, or whatever? Do you trust that
Workcover has got it right, or do you just accept your lot?

Mr SANDNER — | have accepted it and trust that it has got it right. With council rates, whether they go
up or down, going through the objection processis, once again, acogt. All things are rlative. Do | spend my time
trying to save $800, or do | spend my time expanding my business so that | can recover an amount of gross profit to
cover that $800? My attitude towards our businessisthat | chase the business. Maybe | have to have another |ook
at that. But with council rates— —

Mr CRAIGE — We suggest that to you.
Mr SANDNER — Asfor council rates, how many people are successful with council rate objections?
Mr CRAIGE — It would be great if you were successful with your Workcover though, would it not?

Mr SANDNER — Wéll yes, it would.
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Mr THEOPHANOUS — What isthe actua remuneration that you pay? What isthe basis of the
caculation for the $2400? Y ou are paying $2400 in premiums. On how much salary isthat based?

Mr SANDNER — It isbased on approximately $200 000. We have 3 full-time and 11 part-time people.
Mr THEOPHANOUS — And it was about the same, $200 000, last — —

Mr SANDNER — It was about 180, somewhere around there. It was 180 or 190. It was around that
figure.

Mr THEOPHANOUS — It isimportant to be accurate on these things: 180 is not the same as 200.
Mr SANDNER — No, it isnot.

Mr THEOPHANOUS — And you would have to pay the extra on the extra $20 000.

Mr SANDNER — What | am saying is— —

Mr THEOPHANOUS — Can | just finish? If you are paying $2400 on $200 000, my caculation isthat
that puts you at about or maybe even abit below the industry rate. The previous government had alongstanding
policy to increase small businesses gradually — 20 per cent, capped each year — to get them to the industry rate.
The experience aspect does not come in for small businesses. Y ou must have had afew increases over the past few
years. Isthat how you have experienced it?

Mr SANDNER — What, increasesin salaries or the premium?
Mr THEOPHANOUS — No, in the premium. It has gone up by 20 per cent each year?

Mr SANDNER — No, to the best of my knowledge | have not experienced premium increases to that
extent.

Mr THEOPHANOUS — | will put it to you another way. Y ou have indicated a 50 per cent increasein
your premium. Ten per cent of that $2400 isfor GST, which you get back, which reduces it by $240.

Mr SANDNER — Yes.
Mr THEOPHANOUS — So that reduces the 50 per cent.
Mr SANDNER — Yes.

Mr THEOPHANOUS — Then the maximum increase that | believe asmall businessin your situationis
capable of getting is 15 per cent for the introduction of common law, which everybody understood would happen,
2 per cent for the GST administrative component, which makes 17 per cent, plus afurther 20 per cent, whichisthe
maximum possible capped amount for asmall businessto attempt to get it to the industry level. | think your
industry rate went up by one grade, which would explain the 20 per cent. | think your increaseis actualy 37 per
cent, and | think that 37 per cent reflects the fact that your whole industry has had an increase in itsindustry rate.
What do you think about all that?

Mr SANDNER — | have not researched Workcover to that extent, and | cannot make any comment.

MrsCOOTE — From your answer to Mr Best it was established that your premium has gone up 50 per
cent. Inyour initial comments you said that it was the fina brick on the pyramid. If your Workcover premium was
to go up another 50 per cent next year, where would that brick stand then so far asthe current staffing levels are
concerned, et cetera?

Mr SANDNER — It would stay exactly whereit is, and it would reduce the chance of putting on more
staff, because you think very carefully about the cost of doing it.

MrsCOOTE — Y ou would manage to keep your own staff, but it would certainly put afocus on your
decision making in the area of expansion, isthat right?

Mr SANDNER — It certainly would.
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The CHAIRM AN — Mr Sandner, thank you very much for coming today. Hansard has recorded what
we have been talking about, a copy of which will be sent to you. Will you make any dterations you wish to it and
then send it back to us? Thank you for your time.

Witnesswithdrew.
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The CHAIRM AN — We welcome Mr Andrew Moyle, the owner of Colonid Leather. The evidenceis
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 statement, after which we will ask you some questions.

Mr MOYLE — | will open by giving you a brief description of what we do, so you can get apicture of it.
Colonid Leather was established in March 1988 with the aim of filling aniche in the music industry. That niche
was the supply of aquite varied and large range of musical instrument straps of good quality to the music industry.
In the following years we did such agood job that we like to pat ourselves on the back. By 1998 we had an
estimated 82 per cent of the Austraian market.

Since 1998 we have seen that market reduce — to approximately 68 per cent this year. The decrease has been due
mainly to imported products coming in from the US and, most significantly, from China. Asthe quality of the
product from Chinaincreases | can see our market share reducing even further. Chinais dowly becoming a quaity
producer, and it will push people like me dowly out of business.

To combat that we are undertaking a growth in import wholesale— which | will get to further onin my brief
statement — which will hopefully see usremain in the industry we are in, athough our operations may
considerably change.

| will giveyou an idea of the annua Workcover premiumsin relation to remuneration. In 1997-98 remuneration
was $89 870 and Workcover was $2803, which was an industry percentage calculated on our payments of 3.12 per
cent. In 1998-99 remuneration was $101 465 and Workcover was $3211, which gave us an industry rate of

3.16 per cent and agrowth of 1.3 per cent over the previous year. In 1999-2000 remuneration was $115 560 and
Workcover was $3698, and we had an industry increase to 3.2 per cent, which isa 1.2 per cent increase on the
previous year.

Thisyear our remuneration has gone to $132 252 and our Workcover bill is $5907, excluding GST — | make that
point, ‘excluding GST' — which gives us an industry rate of 4.47 per cent, or an increase of 39.7 per cent. For me,
on abusiness of mine that turns over approximately $700 000 ayear, it is scary stuff. Given that in the past

18 months we have had such thingsas Y 2K — —

Mr THEOPHANOUS — Sorry, | did not quite get the figure. Y ou had $5907 for $132 000?
Mr MOYLE — That is correct.
Mr THEOPHANOUS — The year before was $3698 for how much?

Mr MOYLE — It was $115 560. | have dways had apolicy of overstating our remuneration to the
Workcover authority or theinsurers. | never liketo leave mysdf in aposition where | have understated it and | end
up with afine or anything of thelike. Generdly at the end of each year we have a credit in the system, which
alows usthat comfort zone. A remuneration this year of $132 000 is estimated, and given the current downturnin
business the remuneration will probably come out at around $124 000.

The need for the extrastaff for our businessthat generally happens in November—December has not happened. |
think that has alot to do with the GST and the costs. Asyou can understand, as the costs of the GST flow through
to al other businesses and to individuals, there are people out there who are extremely concerned about where their
next dollar is coming from and how much they have to spend on consumable items and luxury products, whichis
what we sell.

To give you an idea of the competitiveness, we see this current 39.7 per cent increase in Workcover as eroding
further our compstitivenessin the market in Australiaand our export markets. To give you an example, | wasin
Chinain October. | have a company over there wanting my expertise to set up ajoint venture in China. | did some
investigating. It is not compulsory to take out Workcover in China, but to insure aworker there costs A$185 a yeer.
It isnot based on sdary, it is per employee. When you calculate my Workcover it works out at $1180 per person

per year.

Y ou think we can operate smarter than the Chinese at this point. We make better products, but when | suggested
that maybe we start sending our products into Chinato establish the market before we set up amanufacturing plant
there, | wasinformed that my product carries 40 per cent import duty into China. The equivalent product coming
from China carries 5 per cent. | do not mind competition or fair play, but when | haveto get into thering | do not
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like both my hands being tied behind my back. That is effectively what thiswhole thing is doing. It is making me
uncompetitive.

Asfar asWorkcover premiums and remuneration go, our company employs five full-time staff. Two of those staff
areinvolved in manufacturing, and one staff member does the dispatching of both manufactured and imported
goods. | have one staff member in administration and one staff member in sales, which is me. More than 50 per
cent of my staff are not involved in manufacturing, yet | have to pay manufacturing rates on my administration
staff. If | get rid of my two factory staff and set up aplant in Chinaand bring it in from there, al of asudden| am
on aquarter of the Workcover rate for the three staff | have left. What incentive is there to continue to grow my
manufacturing?

From what | have seen in the past three years, the sales of my manufactured products are decreasing. | have already
shipped some of the products we manufacture hereinto afactory in Chinabecause | could not compete with a
competitor | havein the market. That competitor decided to take some of my productsinto Chinaand copy them
and bring them back into Australia. | had no choice but to ship that manufacturing into China; otherwise | had to
walk away from the whole market.

To giveyou an idea of what our company turns over in relation to manufactured and imported goods, manufactured
goods represent 56 per cent of our total turnover thisyear so far, and imported goods, 44 per cent. | am aimost to
the point where only 50 per cent of what we sell is manufactured here, yet | am still paying the top manufacturing,
textile, clothing and footwear rate to run a business that involves only half the turnover and not even half the staff.
Because they are under the sameroof | get dammed. | have to wonder where al thisgoes. That iswhat | haveto

sy.

Mr THEOPHANOUS — | hope you are hot suggesting that we should be paying our workers what they
get paid in China

Mr MOYLE — | have seen the working conditions over there and | would not wish them upon anybody,
but our government has to stand up and say that while you are operating your employment in that way and not
insuring workers and supplying a safe workplace, we will impose the same import duty on your products into
Austrdiaas you impose on our productsinto your country.

Mr THEOPHANOUS — That isafederal government issue, and the current federal government is going
inthe opposite direction. | can understand why you have concerns.

Mr MOYLE — Maybe the state and federal governments need to communi cate more to ensure that this
does not happen.

Mr THEOPHANOUS — Asl sad, itisafederal government issue. | want to ask you about Workcover,
and about your premium in particular. Y ou have said that your remuneration rose from $115 000 to $132 000,
which isan increase of about $17 000, or an approximate 15 per cent increase on the previous year. Y ou would
have to discount that 39.7 per cent you are talking about by 15 per cent.

Mr MOYLE — | have calculated an 39 per cent increase on $132 000. | do not have my hand
caculationswith me, but that istheway | calculated that.

Mr THEOPHANOUS — Tdl uswhat your premium was for the previous year and we can do the
caculation.

Mr MOYLE — | have calculated that percentage increase — —
Mr McQUILTEN — It is$3698.

Mr THEOPHANOUS — It is $3698 up to $59077?

Mr MOYLE — That is correct.

Mr THEOPHANOUS — The difference thereis 39.7 per cent.

Mr MOYLE — If you want to calculate the rate from 3.2 per cent, which was last year’ sindustry rate that
| paid, what is4.47 per cent as a percentage increase on 3.2 per cent? It is 39.7 per cent.
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Mr THEOPHANOUS — Of courseit is, but that aso reflects the increase in your remuneration.
Mr MOYLE — I have not included the remuneration in that.

Mr THEOPHANOUS — It hasto include the increase in the remuneration, because you are talking about
3.2 per cent of asmaller amount.

Mr MOYLE — What | have calculated — —

Mr THEOPHANOUS — | do not have acaculator; but asfor $5907 as a percentage increase on $3698,
isthat or isthat not 39.7 per cent?

Mr MOYLE — No. What my increased percentages have been cal culated on is the fact that my industry
percentage, the percentage of Workcover against remuneration, was 3.2 per cent last year and this year is 4.47 per
cent. | do have acalculator.

Mr BEST — You are spot on.

Mr MOYLE — If you take away the remuneration and the Workcover premium and look at the
percentage of my remuneration, it isan increase of 39.7 per cent, excluding GST.

Mr THEOPHANOUS — | put it to you that your industry rate rose from 3.95 per cent to 5.78 per cent. |
know that is not your fault — it is an industry-wide issue — but the way the premiums are ca culated for small
businessis based on the industry rate. Y ou cannot do it any other way unless you say that you pay on experience
rating. If you were going to pay on experience rating, you could have one accident that costs $6 million and you
would go broke. It isdone on an industry rate. Y our industry rate rose from 3.95 per cent to 5.78 per cent, and
despite that increase your increase was from 3.2 per cent to 4.47 per cent.

Isn't the real issue that your industry is an unsafe industry that has not been performing in terms of safety records
and that that iswhat has driven it up? Y ou might be someone who has done the right thing, but the industry asa
whole has gone up from 3.95 per cent to 5.78 per cent, and al that comes from the fact that the industry isless safe.
Doestheindustry not have aresponsibility to get its act together and become a bit safer than it is?

Mr MOYLE — Do you know what will happen in the next 10 years? That industry will be taken out of
the book because it will not exigt. It isbeing driven out of the country.

Mr THEOPHANOUS — If it becomesincreasingly unsafe, that is correct.

Mr MOYLE — Let us ship to China, where they do not care. | have been operating this businessfor
nearly 13 years. Neither | nor my staff have ever made a claim or had a serious accident in 12 years. We have never
made a claim. Why can industries like mine that work hard to be safe not be rewarded by more than a39.7 per cent
increase?

Mr THEOPHANOUS — That was the system set up by the previous government, and nothing other than
the application of that system has occurred. The aternative isthe onel put to you.

Mr BEST — In the three previous yearsit has gone from 3.12 per cent to 3.20 per cent, and then you have
copped the 39 per cent increasein one year.

Mr THEOPHANOUS — Because the industry rate went up in one year by the same percentage.

Mr MOYLE — | amtold | haveto be agood manager. | amtold | have to budget and have cash-flow
forecasts. | try ashard as | can, aswell asrunning my small business, managing the manufacturing, managing the
sales, managing theimport and the export, and trying to get to see al my customers. | work agood 60 to 80 hoursa
week. | will swap any of your wagesfor mine. | doit because| loveit.

What | do not appreciate istrying to balance the books and have a cash-flow forecast when these sorts of things are
lumbered on me. The government has created a cash-flow problem by reintroducing the common-law right to sue.
Y our answer to that problem isto take it from business. They haveto pay for it, so | get lumbered with it. Who will
| takeit from?If | put my prices up any more, | will be driven out of the market by imports, so | will haveto takeit
out of my own pocket because there is nowhere else to take it from.
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Mr THEOPHANOUS — | am suggesting that of that 39 per cent increase, only 15 per cent is common
law; the rest of it hasto do with the fact that your industry has become less safe over the past 12 months. What we
would rather do istry to addressthe safety issuesin your industry. One of the things you should do iswrite to your
industry body and ask it why its safety record has gone backwards instead of getting better.

Mr MOYLE — I cando dl thosethings, | think | have a spot between 2.00 and 3.00 tomorrow morning. |
am sorry, | do not get time to do everything that is thrown on me. With the GST, you people know from what you
hear how much time, effort and money this has lumbered on me.

Mr THEOPHANOUS — Hastthat affected you worse than Workcover?

Mr MOYLE — I am not going to say it has been more or less. It is one of those things that islumbered on
us and we have to dedl with. | do not rate things like that.

The CHAIRMAN — We are running out of time.

Mr BEST — Congratulations, you are one of our success stories. | appreciate the niche you have been
ableto create. What you have demonstrated today is athat while the current industry rate is5.78 per cent, the rate
for your company is4.47 per cent. That demongtrates that you are a responsible employer and that you have avery
good claims record.

| suppose theissues for me are: how doesiit affect your cash flow; did it come asa surprise; and asasmal business
operator, have the banks been sympathetic to you in continuing to assist your operation?

Mr MOYLE — | will take the opportunity to praise the Bendigo Bank. In previous years when operating
with the ANZ, when things like this have occurred | have been left out in the rain. | will admit that the Bendigo
Bank has been extremely sympathetic in helping me with cash-flow shortfalls — yes, not aproblem at all.

At the end of the day that money till hasto be paid back. | have an arrangement with Workcover that | pay it
$1000 amonth, because the pot is empty. The estimated cost for usto set up for the GST was about $14 000, on top
of Y 2K and having to replace two computers earlier in the year. When the Workcover premium camein— | think
you mentioned razor blades before— it waslike, ‘Where doesthisend? Thisisamost anail in my coffin. I cannot
ring the bank people again and tell them that | need an extension on my overdraft, or they will think | am abad risk.
They will look at me and say, “This guy cannot manage his business or hisfunds. We cannot just keep forwarding

him extra cash whenever he needsit”’.

My concern isthat these sorts of thingswill affect the overdl running of my business. | come back to saying that
when only two people in my organisation are employed in an unsafe industry, why am | penalised for the other
three?

Mr BEST — Particularly with the difference between the two rates — the current industry rate at 5.78 and
your corporate rate at 0.48. Sixty per cent of your employeeswork in administration or sales and the other 40 per
cent work in manufacturing, but all are being charged at the samerate.

Mr MOYLE — That iscorrect. If | get rid of my manufacturing, my industry rate comes down.

Mr THEOPHANOUS — Hasit dways been the case that you have been charged the same rate for dl
your employees?

Mr MOYLE — Yes, it has.

The CHAIRMAN — Mr Moyle, we will have to finish on that point. Thank you for coming along today,
giving us your time and providing your information in such aforthright manner. We will send you a copy of the
Hansard transcript, to which you are able to suggest amendments. Thank you for coming.

Witnesswithdrew.
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The CHAIRMAN — | welcome Ms Karen Kyle, the secretary of the Bendigo Trades Hal Council. We
are pleased to have you with ustoday.

All evidence taken at this hearing, including submissions, is subject to parliamentary privilege and is granted
immunity fromjudicial review pursuant to the Congtitution Act and the Parliamentary Committees Act.

| invite you to make an opening statement, after which we will ask you some questions.

MsKYLE — I listened to the previous speaker with agood deal of sympathy and concern. | understand
that alot of small businesspeople are having a struggle at this point in time. However, his problems seem to be
caused by issues apart from and in conjunction with Workcover premiums. He has some very big problems—
competing with cheap overseas |abour in Chinawithout tariff protection, the GST and the cost of starting it up, and
so on.

Many big problems are faced by small industry at the moment, and | think the Workcover premium, in abusiness
like that that is becoming increasingly marginal, would have an effect. But overall, given the fact that there have
been about 8000 new manufacturing jobsin Victoriaover the past year — or isit 8 per cent new factory
buildings — —

Mr THEOPHANOUS — | think it ismore like 80 000 new jobs.

MsKYLE — Given the 80 000 new jobs, and given the fact that Generad Motors-Holden is starting anew
plant, which will create more jobs and directly employ about 1000 and indirectly employ about 5000, | guess
Workcover premiums are aminor point for anybody who is coming into Victoriaand who wantsto invest in new
manufacturing and new jobs. Okay, got that?

MrsCOOTE — | thought it was about 500 jobs and 1000 indirect jobs? It isin my electorate.

MsKYLE — Right. According to the television newslast night — and it may or may not have got it
right — it was 1000 new jobs with a spin-off of about another 5000.

The CHAIRMAN — Do you want to talk to us on the Workcover issue?

MsKYLE — Yes. | think that, given the fact that thereis nearly an $800 million hole in it caused by the
Kennett government’ s deight of hand, the smoke and mirrors and so on — —

Mr BEST — Did you read that, too?
MsKYLE — Yes, that’sright, Mr Best. Most of what | am saying to you | have read, okay?

The nearly $800 million hole in the system has been caused by premiums that were consecutively lowered by the
Kennett government while it wasin power in order to do afavour to manufacturers and afavour to employersin
thisdtate. It hasleft the system in ahell of ahole, and it hasto be got out of in someway. The only way | can see of
getting out of it is by increasing the premiums. That isinescapable, and it isamatter of hard-core economic redlity.

Looking at the terms of reference before me, | am very surprised that they are so exceedingly narrow, because |
suspect that one cannot do anything constructive about Workcover or any other type of system by looking at one
smdll aspect of it. | think it should be considered overal. | think this exerciseis negative and isbasicaly apolitica
poi nt-scoring exercise on the part of the codition parties. That isbasically what | think of it. | think thereis— —

Mr BEST — | did not think there was a coalition.
MsKYLE — The codlition parties.

Mr THEOPHANOUS — They are partners now; they are not the codition.
MSKYLE — | see.

Mr THEOPHANOUS — They arein partnership.

MsKYLE — They arein partnership.

The CHAIRMAN — Isthat the end of your submission?
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MsKYLE — No. | think the only way to tackle the very serious problems of work injuries, diseases and
deathsisto improve safety. During the years of the Kennett government safety went by the byeto avery large
extent. Not only did it drop the premiums to an unsustainable level, but safety was neglected and injured workers
were absolutely neglected, particularly with regard to common-law rights, and that has had a dramatic effect. Now
small business and other businessesin Victoria have to bail the system out. They had a party for about seven or
eight years, but | am afraid they now have to pay to makeit right.

TheCHAIRMAN — That isit?
MsKYLE — I think so.

Mr THEOPHANOUS — Thank you for your contribution. Obvioudy | would agree with alot of what
you say. | want to ask you about the fedl you are getting out there with employers. One of the ways the premiums
went up was through the reintroduction of common law, which costs 15 per cent of overall premiums.

Two issuesrdateto that. Thefirst onel would like you to address is whether you think the fact that common law
has come back has meant that some employers have started to think, ‘Well, | had better start having a safer
workplace because | could easily be hit with asubstantia increase in the premium with this new common law’, and
isit likely to make a difference?

MsKYLE — | am surethat that will make abig difference. | am sure the way to motivate employersis by
hitting them in the pocket — which is exactly what this system does with industry rating, and so on — by taking
note of which industries are safe and which industries are not performing well and hitting harder the industries that
are not performing well. | think the only way to do it isto put fear into employers— wall, | think that isone way. |
think another way is by making adequate occupationa health and safety information available to them; having
ingpectors who are able to go out and give them advice and so on; and having ingpectors who have policing powers
and who can and will prosecute when necessary. | think that is vitally important.

Mr THEOPHANOUS — So you think the 60 extrainspectors who have been put on will help to reduce
accidents and therefore premiums?

MsKYLE — | would hope that that would be the effect. It depends on what instructions the inspectors are
given about carrying out the duties. In previous years they have been given very soft ingtructions; they have been
given ingtructions to soft peda with employers. We have had horrific occupational health and safety situationsin
Bendigo, where an occupationa health and safety officer or delegate has put a PIN notice on and then the inspector
has come aong and taken it off immediately — sometimes with horrifically dangerous circumstances.

We have a so had cases when, during the Kennett years, | would ring up the local Workcover authority with the
most horrendous cases of occupationa health and safety breaches within workplaces and the inspector would say,
‘Well, | will get around toit. It is at the bottom of the list. There are several hundred visits | have to make before
then.” All the while | was getting the fedling that basically he would not bother at all. The Workcover authority was
very hard to move when the Kennett government was in power.

Mr THEOPHANOUS — My find question isthis. Back in 1994 or thereabouts, the Workcover
premium was 2.25 per cent. It was dropped by the previous government to alow of 1.7 per cent, which cost about
$800 million in forgone revenue to the Workcover system. We are now facing an $800 million black holein the
scheme. We have now brought it back up to 2.18, so we are not even back to what it wasin 1994. Do you think the
actionsinreducing it to 1.7 per cent were essentialy irresponsible?

MsKYLE — I think they were criminally irresponsible, because we now have asystem that is not viable
without jacking up the premiums considerably, even though we till have the second lowest premiums of any state
in Austraia. So much of the argument that thislot are putting forward with regard to international competitiveness
and so oniscrap. | think that basically wewill get out of thiswith careful management, but | think that the only
way to improve the system overal isto really take employersto task with regard to occupational health and safety.

The CHAIRMAN — MsKyle, thank you for coming along today and for the forthright way in which you
have given your evidence. We will send you acopy of the Hansard transcript, to which you can make corrections if
anything iswrong in any way. Thank you for the time you have given us.

Witnesswithdrew.
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The CHAIRMAN — | welcome Mr Charles Barton, the owner of Rositas. 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.

Mr BARTON — Does that mean | cannot be sued for what | say about anybody?

The CHAIRMAN — That is correct.

Mr BARTON — Hang on. If | name aname, he cannot sue me?

Mr THEOPHANOUS — The Chairman can stop you if he wishes.

Mr BARTON — Fine, that is okay. That was one question. | don’t intend to make it aanging match.

The CHAIRMAN — | invite you to make an opening statement, after which we will ask you some
questions.

Mr BARTON — You know who | am. | read the little thing | got saying, ‘ Please keep it short’, or
whatever. | am from acompany caled Rositas. We have been in business nearly 10 years. We employ just over
100 people, and from an annual turnover of about $300 000 ayear we will sneak into the $14 million to $16 million
ayear turnover. In 1998-99 our premium was $39 000. This year it will be something like $270 000 for the year.

Mr THEOPHANOUS — Can you give us your remuneration figures for 1998-99?

Mr CRAIGE — Y our salaries and wages.

Mr BARTON — | did not bring that with me, but | can tell you that this year they are about $3 million.
Mr THEOPHANOUS — Y ou must have had abit of growth.

Mr BARTON — Yes, | just said we went from $800 000 to nearly $15 million.

The CHAIRMAN — Y ou said that was 1998-99. From the figures for thisyear do | assumeyou are
talking about 2000-017?

Mr BARTON — There has been adramatic increase in our turnover and the way we have been assessed.
The CHAIRMAN — Thereisanother year in between. What about 1999-20007?

Mr BARTON — It was pretty much the same. We are being assessed on that at the moment. That is part
of the delay in the actua payment of the thing. We are being reassessed.

The CHAIRMAN — So you do not have afinal figure for 1999-2000.

Mr BARTON — We are arguing about that at the moment. | will not win the argument.
Mr THEOPHANOUS — What isthe new one?

Mr BARTON — This year we are looking down the barrel of $270 000.

MrsCOOTE — What do you make?

Mr BARTON — Corn chips, tortillas, taco shells.

MrsCOOTE — Okay. They are very delicious!

Mr BARTON — The only way we can handle that is through an increase in price. That will make usless
competitive againgt the imported product, which is about 90 per cent of our competition. The possibilities from that
arethat | either lose the business, employ fewer people or go out of the business atogether. The average small
businessman does not go out of business atogether al that easily. | do not think we will be going out of business.
Asfor the most likely option, in the past year or two | have resisted sdlling to alarger company. | am not pointing
thefinger just at Workcover, but enough is enough. | am pretty tough. Mr Best can tell you what | looked like
20 yearsago. | have paid aprice, and thereisonly so much | can pay. If you drive the likes of me hard enough, you
will get rid of me. Y ou are working hard enough at it.
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| have twice resisted offers from afairly large American company. If he asksathird time, | do not know that | will
say no. Theresult of that will be that the business will leave thistown. | would say it is more than likely that it will
wind up in Maaysia, but it will definitely leave this town.

MrsCOOTE — How many people do you employ?

Mr BARTON — Just over 100.

Mr THEOPHANOUS — Do you know what industry category you came under?
Mr BARTON — | would cadll it food processing.

Mr CRAIGE — Do you know wheét rate you pay?

Mr BARTON — Too much.

Mr CRAIGE — Isit 5.78 per cent?

Mr BARTON — That iswhat we are arguing about at the moment. | will answer your questions. | have
about aminute and a half and then you can do what you like.

| think somebody said absolute power corrupts absolutely. Right at the moment it isin the insurance company’s
best interest to pay fraudulent claims. The other beneficiary of that isadoctor. There is nothing better than aguy
who walksin and says he has a crook shoulder. The doctor says, ‘ Good', and writesit out, and the insurance
company keeps putting up my premium. They cannot lose. The more they get in that claim, the more they can add
to our bill — aswith anybody who has no competition and no opposition.

Y ou good people trumped it up between you when you were here and you were not here, and you are here now.
You legidated that | have to insure with these people. Let me go and insure with a private insurer. | walk in with a
$300 000 premium and see what sort of deal | can get. It will not be this sort of rubbish.

Mr THEOPHANOUS — | thought you had along memory. Go back to pre-Workcare. The private
insurers were charging 30 per cent.

Mr BARTON — Of what?
Mr THEOPHANOUS — Of the remuneration in some cases.
Mr BARTON — | wasin business 20 years ago and | never had abill like this.

Mr THEOPHANOUS — When it was brought in Workcare was applauded by the employersfor that
reason.

Mr BARTON — | was one of the people who thought it was agood idea.

The CHAIRM AN — Please continue. We are not trying to conduct a debate; we are trying to listen to
your submission.

Mr BARTON — He wantsto keep putting his5 centsworth in. Do | sit here and cop it from him?
The CHAIRMAN — We do not want to have a debate.

Mr BARTON — Direct it at him. | have to read through this. Y ou can tell him to shut up.

The CHAIRMAN — You havethecall.

Mr BARTON — The doctor who keeps writing out the bogus certificates— | see them every 5 minutes
from one guy — cannot lose. He tells them to come back and see him in four weeks' time. | will not name the guy
justin case. | thought he was struck off. He got done for molesting little girls years ago, and | did not think anyone
ever went to him anymore. Mr Best would know who heis. Heis still there. No-one else would go to him. The joke
around my factory isthat heiscaled Dr How Long. Y ou want to get time off, you go and see him off. He says,
‘Come back and see mein four weeks' . It is monotonous. The insurer cannot lose and the doctor cannot lose, and
they come to the one poor bunny who hasto pay for it every time.
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Thisisfor your own information. The only money that we have cost our insurer is $15 000 over the past two years
for afraudulent claim. We did not accept the claim. The insurer told us we had to accept the claim. Later when |
took him to task he modified that by saying we did not realy have to accept it but he told me | had to becauseif |
did not accept it | probably would have to accept it. He wasin no hurry to knock it back.

This guy claims he has a crook shoulder. | have to drive past his house, where he is mowing the lawn. Heislifting
up agrass catcher that appearsto be four timesthe normal size. Helives on 2.5 acres. He livesin the next street to
me. Heis out with the rotary hoe, yet heis supposed to be injured. He is on light duties because | jacked up and
said that if he was doing that he could come to work. When you ring the insurance company people and suggest
putting surveillance on him, they say they will have to put your premium up. Every time | have said anything to the
insurers the response has been, ‘We will have to put your premium up'.

These guys cannot lose. Y ou have crested a situation where the insurers say pay them anything. | was virtualy
threatened by the insurersthat if | put surveillance on it would cost me and they would have to put the premium up.
One or two doctors are willing to say privately that it isabogus claim, but what genera practitioner will fly in the
face of another general practitioner who accepts the claim. No-one in hisright mind would do that — he would be
sued from here to next week. One GP will not say the other GP iswrong. He might beright, but in this case
everybody knows heiswrong. The insurance company knows that this guy isafraud. It has paid out $15 000 over
the past two years.

That isall | have cost them — | have not had amajor insurance claim in 26 years of employing people. | have not
cost theinsurance company acent, and it is going to charge me $260 000. If you know anything about betting, that
isnot afair bet. Even with the crooked gamblers at the casino, if you cannot win you cannot lose; they will not take
your money. Even an SP bookie would not take your money at those odds. To be honest | cannot see away out of
it. The only thing | could suggest isthat you go back to private insurers and make it competitive, but | do not know
if that would work. | only came along to tell you what it islike to be in business.

Thisis probably more genera, but as | said to one other guy about all the other taxes we cop, if in Sydney you had
picked up Cathy Freeman’s starting blocks and moved them back 150 metres or tied a brick to Kieren Perkins' fest,
the country would have been in uproar, but you are doing worse to me and my kind. That isit folks.

Mr BEST — Y ou have changed. Age has not treated us well at all.
Mr BARTON — | recognised you at least!
Mr CRAIGE — That is only because he had his name there.

Mr BEST — On amore serious note, the culture issueis of concern to me. It is something | am aware of
inthistown. | referred to it earlier asbeing like Tattd otto. There are circumstances where if somebody getsa big
payout, other people fed inclined to copy the sorts of activities that person has done. Y ou surprised me when you
say that you have had only one claim.

Mr BARTON — In 26 years.

Mr BEST — That does not equate to the injuries inflicted on people with their habits, but | will not go
into that because it is a private thing.

Mr BARTON — That isadifferent thing.

Mr BEST — | am more interested in your attitude on the shop floor and how you create awork force that
minimises the culture creep, as| refer toit.

Mr BARTON — lItisdifficult.
Mr BEST — And whether the employees here areinclined to offer afair day’ swork for fair day’s pay.

Mr BARTON — In generd, | would say that they offer afair day’ swork for afair day’s pay. However, if
you are somebody who is hot earning alot of money and you have people in your own street or nearby who are
getting afull week’s pay for not going to work — or, asyou find out | ater, because you cannot find out prior toiit,
that this same guy with the bung shoulder has copped two payouts previoudy for the same deal — or if you are
working alongside a guy who you know got $20 000 five or six years ago and just prior to that got another $35 000,
you are the mug sitting there knocking your brains out every day and you have never collected adamn thing.
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It hasto betempting. | do not blamethem. | do not hold it against any of the guysworking thereat al. | am talking
about atiny, tiny number out of that 100, but by God they make everyone else pay.

Thereal hurt isthat people start looking sideways at the genuine case. | was one of the ones who thought getting
off workers compensation would get a better deal for the genuine case, but it has made it even harder for the
genuine case because everybody islooking over their shouldersfor the crook. It isal the bogus claimsthat are
sucking all the money and resources out of the system.

Another woman fell over. Two weeks later | said | did not want her lifting something that way. That wasfair
enough, but the next day she came to work with a headache and a sore back. She went to the same doctor, my old
mate. The report says there is nothing physicaly wrong with thiswoman and that if thereis anything wrong it is
psychosomatic. It probably is psychosomatic. When we rang her she was having a holiday with her husband, who
ison Workcover, in Tasmania. She was working alongside aguy who in five years had not had asick day. | told
him to add up his sick days, and | wrote him a cheque paying him for his sick days. He can still have hissick days
if he getssick.

Mr THEOPHANOUS — | redly do not know where to start. | thank you for the forthright way in which
you are approaching the committee. | congratul ate you on the fantastic growth in your company over the past two
years. | do not know how much the growth is, but it must be phenomena judging by the increase in your
Workcover premium. | think you said your payroll was $3 million; isthat right?

Mr BARTON — Just over $3 million.

Mr THEOPHANOUS — The amount of Workcover that you are being asked to pay on a bit over
$3 millionis $270 000, isthat right?

Mr BARTON — Yes.

Mr THEOPHANOUS — Which islessthan 1 per cent.

MrsCOOTE — It is 10 per cent.

Mr BARTON — It isagood thing politicians do not run businesses.

Mr CRAIGE — Wewere starting to think you wereright in your figures, but now you are gone!

Mr THEOPHANOUS — | wonder whether, in the figures that have been provided to you, you have been
given the rate you are on at the moment.

Mr BARTON — | did not bring it with me. | thought the ideawasto be fairly short and sweet and get out
of here. If you want to waste aday or two, come and see me.

Mr THEOPHANOUS — We could do that or we could ask the Workcover authority to give usthe
details, if you do not mind.

Mr BARTON — You can ask them all you like.

Mr THEOPHANOUS — Y ou have a$3 million-plus payroll. We have to try to figure out whether you
have had an increase in the rate. According to this your industry rateis’5.78 per cent.

Mr BARTON — We areway over that.

Mr THEOPHANOUS — If you are over that 5.78 per cent, you would have to have a pretty bad record.
Y ou have told the committee that you have had only — —

Mr BARTON — | have abloke who has been on Workcover for two years.
Mr THEOPHANOUS — One claim in 26 years; to me the whole thing does not add up.
Mr BARTON — Y ou want to be sitting where | am.

Mr THEOPHANOUS — | am trying to understand it. Y ou gave two or three examples of your workers
having gone to some doctor — and please do not name the doctor. Y ou also talked about people who had been
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involved in accidents and so forth and about how you had to change the culture. What are al these examples? Were
they not claims?

Mr BARTON — It depends on what you cal aclaim. When aguy cuts hisfinger and thereisno claim
but | pay hismedical bills and what have you, if you want to call that aclaim, then yes. But that does not affect it; |
have not cost the insurer apenny. | have even gone to extremes.

A young man was working for me down at arestaurant we had called Cha-Chi’ sin Carlton. Hewas a big, strong
19-year-old who was gtarting to play for North Melbourne. He always used to cut in towards his hand when cutting
an avocado. | said, ‘Y ou're going to cut your hand and I’ [l have to take you up to St Vincent’s . He said, ‘No, no,
she'sright’. | said, ‘You'll pay. The day that you do, I'll get you'. 'Y eah, yeah, of course'.

The day came, so | took him up to & Vincent’ s and he got three stitches. He came back, and when he was walking
past me | hit him on the elbow with the frying pan. He missed about six weeks of football. But for the next 10 years
I lived off that. He used to say, ‘Don't do that, mate. The old bastard will hit you with afrying pan’. | have kept
injuries down with al sorts of thingslike that. They are as scared of me asthey are of aninjury.

Mr THEOPHANOUS — Are you promoting this as a safety tool ?

Mr BARTON — Whatever works — if it works!

Mr THEOPHANOUS — A member of Parliament goes around with afrying pan sometimes!
Mr CRAIGE — Doesit work if you hit people on the head?

Mr THEOPHANOUS — | nearly bumped into her in the car park.

Mr BEST — You did, actudly.

Mr BARTON — | have had what | would cal minor accidents, where people have hurt fingers or
something like that, but Workcover — —

Mr THEOPHANOUS — We are talking about claims that went to Workcover.

Mr BARTON — We now have a second one — up until today | had one. We now have a second one,
which the medical report saysis psychosomatic. Jesus, how did | get caught for that? And my premium will go up

again.

Mr CRAIGE — One of our terms of reference talks about what impact premiumswill have on you. | take
it that you are in a competitive market with corn chips and that you are ataker of the price you get — —

Mr BARTON — Yes.

Mr CRAIGE — Becauseif you do not you will be driven out of business by your competitors. So how do
you absorb them, Charlie?

Mr BARTON — You don't.
Mr CRAIGE — What do you do?

Mr BARTON — With corn chipsit is not so difficult, becauseit islocal; | am up against local people. It
ishard to import corn chips because of their shelf life. Asfor thetortilla, | do not know if you have seen the ads on
TV for the Twister that KFC isdoing, but that isall coming out of Bendigo. That shocks afew people: how does
someone in the middle of no-where suddenly produce that? At the moment we are doing for McDonal ds the wrap it
isdoing that | do not think isvery good — but the Twister isan al right product. With that one we are up against
an imported frozen product out of America. Now my Cathy Freeman and Kieren Perkins thing comesinto play.

Y ou are hot going to tie abrick onto Kieren and you are not going to put Cathy 150 metres behind at the start. But
by Christ, you are doing it to me.

Itisnot just Workcover. When | heard about this| said, ‘Well, I'll give them my bit about Workcover'. It isjust
another nail in the coffin. Why is Kraft sending milk to Maaysiato get it turned into cheese and brought back
here? It is bullshit about how wages are too high. That is nonsense; wages are not too high. It isall the other
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nonsense that goes with it, such asrostered days off — ‘| can’'t work today because my grandfather’ s great uncle's
aunt got sick and | have to go and pay him avisit'. Itisal the add-ons.

| think the blokes in my factory are underpaid. | think what they get paid stinks. We do everything to pay. | pay
them over the award; | have nearly sent thejoint broke four times doing that. But it is not the wages that hurt; it is
the add-on and the add-on — and on it goes. It isall the add-ons, and thisisjust one of them.

Mr BEST — How did you fedl when the witness before you said that the only way to make employerstoe
thelineisto hit them in the pocket?

Mr BARTON — In oneway sheisright, but eventually you sink them.
Mr CRAIGE — Therewill be no jobs.

Mr BARTON — They will go. If it were nice and easy — if you took out a gun and shot me now — they
would say, ‘Oh, you just put Rositas out of business . But it is more subtle than that. We are atough breed. We
keep coming back for more — why, | don’t know.

Mr CRAIGE — When the current Labor government was elected it was clear that it would reintroduce
common law.

Mr BARTON — Yes.

Mr CRAIGE — You knew that, did you not? Y ou knew that there would be asting in the tail somewhere
soon?

Mr BARTON — Yes.

Mr CRAIGE — Did you dso redise that it had secretly signed off on Workcover increasesin your
category and your industry and that it rounded up — —

Mr BARTON — Wewere worried.

Mr CRAIGE — It did al those things. Have you spent time trying to work out exactly what it did with
your industry and what happened to your rate?

Mr BARTON — No. We saw therate, we got told the reasonswhy, and | got told why my rate
increased — and it is because of aguy | have had collecting benefits. But | am till paying him; it has only cost
them seven grand ayear. But that is considered to be along-term injury, and we dl know it is not. But with a
long-term injury, up goes the premium.

Although poaliticians might not like to hear something nice about the other side or whatever, that initself is not the
problem at the end of the day. Thereisno reason for common-law rights not to be there. If | go and disconnect a
safety switch and a bloke feeds himself in there, | should go tojail. | have no problem with that: | should go to jail.

But then you give it to the lawyers, who then go before judges. They then take what was agood ideain the first
place and start bending their Melbourne University education around it — and it ends up awhole different thing.
That iswhat hurts. When someone escaping from jail hurts himself jumping over the fence, he sues the prison.
Thereisthe problem. It is not the common law. Thereis nothing wrong with someone being able to suefor
somebody deliberately doing something that injures them.

Mr THEOPHANOUS — Do you support the new offence of industrial mandaughter that will be
introduced?

Mr BARTON — Yes, | have no problem with that. But it isthe interpretation that goeson it that isthe
problem, and it will get out of hand, like everything else. It will get out of hand.

The CHAIRMAN — Any more questions on Workcover?
MrsCOOTE — | lovemy job, but if | loseit | would love to come to work in your factory.

Mr BARTON — It isnot that easy.
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MrsCOOTE — And | will bring my own frying pan!
Mr BARTON — | cannot do that anymore.

MrsCOOTE — There has been alot of debate about an additional increase in premium rates next year.
How would that impact on you? Isit really getting to the stage, as you spoke about before, of selling out to a
multinational. Isthat the sort of catalyst that will do it?

Mr BARTON — We arethere now. | got asked just four monthsago, and | said ‘no’. If | get asked athird
time — if | get asked today — the answer will be, ‘Yes, | will sdl it’, and that is atragedy.

MrsCOOTE — I will keep my frying pan!

The CHAIRMAN — Mr Barton, thank you for coming along. We will send you a copy of the Hansard
record of our discussion, to which you can make corrections.

Committee adjourned.

13 December 2000 Economic Development Committee 223



