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The CHAIRMAN — | declare this hearing of the Economic Devel opment Committee open. | advise all
present that al evidence taken by this committee, including submissions, is subject to parliamentary privilegeand is
granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act.

We welcometo this hearing Mr Robert Tozer, who isthe financial controller of Keppell Prince Engineering. We
have met. The names of dl committee members are before you. Would you like to make an opening statement and
then we might ask some questions? Y ou are here to talk to us about Workcover.

Mr TOZER — Over the past 8 or 10 years the company has been concerned about the Workcover issue,
particularly from the company perspective of costs and administrative processes. We are particularly concerned
that premiums are starting to hurt the organisation financialy. For example, over the past three years we have paid
premiums of $1.5 million. According to the information we have from our insurer, the total cost of claims paid out
has been just over $1 million. Therefore we have paid 47 per cent more in premiums than the cost of claimsthat
Workcover has paid out on our behdf. The situation is not much different when looked at over an eight-year
period. We still have substantial differences between premiums and costs, with premiums being higher than costs
paid out.

| understand that in amacro sense the system works pretty much on an equilibrium basis, but that does not make a
great deal of sense from the company’s point of view. We aso have anumber of issues of concern about the
operation of the system. We believe our organisation cares alot for its employees. We have safety programsin
place to make sure that people do not get injured, but the inevitable happens. What we are concerned about isthat
when an issue becomes a claim the employee can visit thelocal firm of solicitors, who are expertsin the trade,
pursue their case diligently and build up arelationship and share the passion and financia interests of the employee.
But the employer ends up in araffle. We are allocated alega representative we do not know, with whom we have
little contact and with whom we have little opportunity to build areationship. They have very little understanding
of the claims, the organisation or the circumstances associated with the injury, and ultimately have no care or
passion about itsimpact upon our premium. We can have one legal representative for one case and a different legal
representative for another case, and it moves on around.

Our particular concern does not relate to the lega aspect at al. We would prefer to have no legd intervention from
either side and to work with an independent organisation — something that istotally away from the interests of
both the employee and the employer — to try to settle the case or resolve the issues so that the employee comes
back to work or is compensated correctly or whatever circumstances apply. To get that independence would be a
problem, and | do not know if there is an answer to that, but we are concerned about the implications of lega
involvement from both sides and the cost of that to the system.

Another concern — | am not casting doubt on any of our cases— is claims of questionable origin; in other words,
the claim may not necessarily be work related. Without exception any cases we have had have been accepted. Very
little emphasis has been put on the term ‘ significant contributing factor’ being awork-related matter. It seemsthat if
thereisany possibility or potential for thistype of injury to have occurred at work it is designated as a claim that
can happen at work. That really throws some doubt on the credibility of the system asfar aswe are concerned. Itis
frustrating for an employer, and at timesit can be frustrating for an employee. We dso believe that very little, or
not enough, suspicion is put on casesthat are in doubt. Again, | am not saying anything about our particular
employees who have claimed, but the credibility of the system is questioned when there are people out there who
have injuriesthat have not been generated at work.

We have another problem about establishment splitting. Our organisation consists of about eight separate
workplaces with eight separate establishments, and they all have different industry factors and different levels of
premium percentages. In one case we have the same activity taking place in two different areas and the difference
in premiums between the two is substantial — so much so that from an economies of scale perspective we wanted
to move one operation from a placein Victoria Parade out to Darts Road, where we have our mgjor operation, to
centralise the operations. But the workplace out there has a higher premium and it would have cost us $360 000 just
to move the same number of people out to that workplace.

Mr CRAIGE — And do the same work?

Mr TOZER — And do the samework. It was a couple of claims at that particular workplace that caused
the percentage out there to be high. There had been little at the other location. It would have cost us $360 000, so
wedid not do it.
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Inrea termswe have very few claims, but the impact of the maximum $150 000 — or in realistic terms, the claim
that goesitstwo years and does not [ook like having the employee return to work — has hurt us substantially. It
seems to me that the minute thereislega intervention on behalf of the employee thereisvery little chance of
getting that person back to work no matter how hard you try. It tends to be a matter of seeking financia reward
rather than returning to work for long-term employment.

| could refer to anumber of specific issues of concern, but | am sure you have heard the same thing from others dl
around the country. We look to have a system which is much fairer to both the employee and the employer. | know
there are employees out there who cop it hard when an injury takes place; the investigations they go through are
difficult and there tends to be a breaking apart of the relationship between the employee and the employer. We
would like to see a system that has employee and employer working more closely together, grouping the ideas of
both employers and employees and keeping the legal people out atogether. It should involve an

interrel ationship — something that alows the people who are responsible for the accident to be accountable. The
costs should be worn where they should be and not spread across organisations that do not deserve to wear that
share.

We pay asignificant premium — it is more than $600 000. It concerns me that that type of cost will eventualy
cripple organisations such as ours, particularly when we have mgjor clientswho are getting tight with their
cost-cutting measures, so | am deeply concerned about that. We would like a system that isfair and sharesthe
responsibility and accountability. We would like the deep consideration that work needsto be a significant factor in
determining injuries, because people can come to work with hereditary problems or outside work activitiesthat can
have amagjor influence on the end result of awork-related injury where work has had only avery insignificant
involvement. We would like to have more investigation and diligence in the matters that are of a dubious nature.

Principdly, that is my submission. | am sure there are many cases | could throw at you and say, ‘| do not agree with
this, and | am sure an employee Sitting next to me would see the situation differently; but we are concerned about
the system itsdlf and the way it costs organisations like ours. | am sure if wewerein asmaller operation and had a
premium of this size we would not be in business.

The CHAIRMAN — Thank you. Y ou said you had about eight workplaces?

Mr TOZER — Yes, about eight separate establishments.

The CHAIRMAN — | might have missed it, but how many employees have you?

Mr TOZER — Two hundred and fifty-six at the moment. At one stage during 1999 or 1998 we had 450.
The CHAIRMAN — And theincrease in your premium was 47 per cent?

Mr TOZER — It isnot an increase in the premium. We have actually paid more in premiums than the
Workcover system has paid out in claims, and that does not include the $150 000 cap; it is actually the cost of the
claim. So over the past three years we have paid $1.5 million or nearly $1.6 million, and the Workcover system has
paid out $1 million on behalf of our employees.

The CHAIRMAN — Y ou said towards the finish that the system should be fairer. How would you
changeit to makeit fairer?

Mr TOZER — | have been involved with Workcover for aslong as | have been with this company — 13
years— and | find there has not been an answer to that anywhere. Redlistically the right arrangement would be to
have somebody who is independent or a group of people with independence who listen to the facts of the case and
make their own decision based on the medica evidence, the circumstances of the claim and submissions from both
sdes. But | do not think that system would work in the long run because there tends to be bias going one way or the
other. | am sure that type of system has been tried in the padt. | do not know the answer to it.

Our problem is that we are an engineering organisation, which in many casesinvolves heavy work. Thework is
probably not as heavy asit used to be because we have cranes, modern lifting procedures, safe work procedures, et
cetera. But because we are an engineering business we have cases and claims, when the origin of theinjury is
questioned it becomes likely that because the workers are in a boilermaking industry it happened at work. We have
guyswho driverace cars, play footbal, jump off cliffsand do all that sort of stuff but that is never given any
consideration. Sorry, it is probably given consideration but it does not end up being accepted — but the view isthat
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their work could have caused it and that the business can afford to pay because the employee will be out of pocket,
thisiswhat concerns us.

Mr McQUILTEN — Isthat because of the actions of insurance companies or lack of action or what?
Doesit have something to do with doctors and the way they look at cases?

Mr TOZER — In acase we had recently aguy had 10 days off on sick leave so it was not regarded as an
injury; it was sick leave of his own choice over aperiod of months before the claim had been lodged. We get on
quite well with that person and he actudly said, ‘ Thisisnot awork-related injury’. Hewent towork and sat ina
chair and noticed his back got substantially sore. He left work and then submitted a Workcover claim. We said,
‘Hey, there' s some doubt about this. We are not questioning whether you did it at work or did not do it at work.
Let’slet the insurance company and theinvestigator doit’.

It comes back to exactly what | just said. He is a boilermaker and has been for many years. His outside activities
may have contributed to it, but it is more than likely a Workcover claim because during the many years he has been
aboilermaker he has done some heavy work. We were not forced to accept it, but it was recommended that the
claim be accepted. | am not saying that it was or was not aWorkcover claim, but | was not satisfied that there was
enough investigation, given he had himsealf designated the injury as a non-work-related injury. At the end of the day
thisguy isbadly injured, and it could be hereditary, it could be anything. However, heis on Workcover, we are
paying for it, and it islikely he will have that problem for the rest of hislife.

Mr CRAIGE — Y ou mentioned with some passion the intervention of lega firms and those expert inthe
game and said you would like to see no legal intervention so that cases can be settled. Do you realise that common
law has been reintroduced into Workcover and the exact opposite of what you want will occur?

Mr TOZER — Yes.
Mr CRAIGE — Does that worry you?

Mr TOZER — It worries us enormoudly. | have nothing against compensation being paid to a person who
has been injured at work. | do not have any problems with that, nor does anybody at work, and we would not want
it to be any different. Thetrouble isthat some legal expertsin thistown are diligent and good at their jobs and
sometimes they go beyond what we think is the right thing to do. It fights against the whole principle of returning
people to work and encouraging them to get on with their lives. | have aproblem with it, but | do not know that
thereisagreat deal we can do about it other than voice our opinion.

Mr CRAIGE — And thank you for doing that. | was also disturbed to hear that businesses make decisions
such as the one you mentioned about productivity and relocation. The firm obviously looked at the proposition and
thought it could benefit from the relocation, yet it was looking at asubstantial Workcover cost and so made the
decision not to go ahead. Do you think businesses generdly do that?

Mr TOZER — I think that type of business decision would be common. An example of what | was
talking about involves another location we have. It is small but we are a big organisation. We are big in thistown,
and we are probably big in Victoria. We have one division that operatesindustrial coating, sand blasting and
painting. We had one guy who had a back injury, and because he was 1 person in a 10-person operation it had a
significant influence. At one stage the premium paid at that |ocation was 32 per cent of remuneration. If there was
no benefit to us from that operation we would have closed it for that very reason. As a sole operation it would not
have lasted.

At thetwo places | am talking about the remuneration is substantial — one at $5 million and one at $2 million.
However, the premium difference is substantial. It is 11 per cent versus point something of aper cent. That isa
result of good claims performance in onelocation and abit of bad luck in the other, or bad management.

MsDARVENIZA — Big claims.
Mr TOZER — Onebig claim, yes.
Mr THEOPHANOUS — Mr Tozer, did your premium go up or down last year?

Mr TOZER — That question isonethat | redly find difficult to answer. Our organisation is large and our
remuneration level fluctuates substantially. As| said before, we had 450 employeesin 1999 or 1998 and now we
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are down to 256. The claims performance was better and the remuneration was lower.
Mr THEOPHANOUS — Did it go up or down?
Mr TOZER — It was much the same.

Mr THEOPHANOUS — Y ou have talked about legal issues and about the application of asignificant
contributory factor. | take it you have had those problems over a number of years. Isthat afair assessment?

Mr TOZER — Correct.

Mr THEOPHANOUS — Are you essentially telling the committee that the system as established by the
Kennett government did not work properly?

Mr TOZER — | am saying that the system asiit exists now and asiit existed under the Kennett
government did not satisfy us.

Mr THEOPHANOUS — Would you like the committee to recommend a tightening up of some of those
aressthat are clearly not working properly?

Mr TOZER — Correct.

Mr THEOPHANOUS — | can assure you that the government islooking at al those issues because it
wantsit to work properly. Y ou made a comment about common law because my colleague asked you aquestion. |
will ask you the question thisway: | do not know if you are an employee of the firm, but if you were an employee
of the firm and the firm did something that was clearly unsafe, something it should not have done, and it caused
you to have an accident resulting in your becoming a paraplegic, do you think you should have the right to sue the
firm?

Mr TOZER — | made that clear aminute ago. | am happy that any firm that causesinjury to
somebody — —

Mr THEOPHANOUS — No, do you think you should be able to sue them at common law?
Mr TOZER — | think o, yes

Mr THEOPHANOUS — So you are not complaining about the introduction of the common-law system,
you would like it to operate more efficiently and effectively in terms of the claims management?

Mr TOZER — What | do not like about the common-law system is where people are compensated for
claimsthat do not exist or are unrelated to the workplace.

Mr THEOPHANOUS — On that we would totally agree with you. Y ou mentioned that over three years
your premiums were $1.5 million and that $1 million has been paid on your behaf by the Victorian Workcover
Authority. Are there any ongoing outstanding claimsin the system that are still being paid by the Workcover
authority?

Mr TOZER — In the past three years the performance has been substantially better, so the existing claims
would have occurred three years ago or longer, and some of those are incomplete.

Mr THEOPHANOUS — They could finish up paying in excess of $1.5 million for the clamsthat have
occurred?

Mr TOZER — But we aso continue to pay premiums each year based on those cal culations.
Mr THEOPHANOUS — Y ou could have more claims, too?

Mr TOZER — Y ou can takeit back to eight years, but our premiums are still ahead of what Workcover
has paid out on the system, including when common law existed.

MrsCOOTE — | understood from what you said that you and your company respect the rights of
workers. Y ou said you were concerned about somebody genuinely being hurt. Before you employ somebody, do
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you think it would be a good ideato do a heredity check or something along those linesto ensure that it is clear
from the outset exactly what they might be bringing with them?

Mr TOZER — We do an employment check on people that includes respiration and hearing and a
physical check where they spend afair bit of time with adoctor. Heredity checks might be difficult and can be
invasive. Often if you do not employ that person on that basisit can be considered as unfairly prejudicing that
person’s employment. However, it would be agood idea.

MrsCOOTE — Would you use the same doctor who would be assessing later if thereisan injury?

Mr TOZER — Probably not. We work in adifferent fashion asto where they go. We have company
doctors or a practice we send people to mainly because they understand what work isinvolved. It is not awaysthe
same doctor.

MrsCOOTE — Y ou said the $360 000 would have affected your moving. Would that involve putting on
apprentices? Do you employ apprenticesin rural and regiona Victoria?

Mr TOZER — We have about 12 apprentices on our books now. It would involve some apprentices, but
the mgjority of apprentices are aready employed at the location we are thinking of moving to.

MrsCOOTE — If the premiums go up, would you consider putting on more apprentices or putting them
off?

Mr TOZER — Work really determines the number of apprentices we put on. Our premium is substantial,
but it does not influence whether we put people on; work does.

MsDARVENIZA — Y ou do not have the details about your premiums and exactly how they compare
with previous years. Would you have any difficulty with the committee getting information from the Workcover
authority about whether your premiums have gone up and if so by how much?

Mr TOZER — | do not have any problem with the committee getting that from the Workcover authority,
no.

MsDARVENIZA — You said that employers should be responsible for their workplacesand that it is
hard for some employees when they have an accident. Do you support an experience-rating system where
employers with safer workplaces and fewer accidents pay |ess than those with less safe workplaces and more
accidents?

Mr TOZER — Y our concept isidedl. The application of it isthe problem. If we have claims we should be
penalised, but it ssemsto methat it is not an insurance system. It was never designed to be an insurance system.
We are being pendlised by paying more in premiums than what it is costing us. We have afair control over that,
and we aretrying to influenceiit.

Mr BEST — Mr Tozer, you obvioudly have an occupational health and safety committee within your
factories.

Mr TOZER — Yes.
Mr BEST — Can you explain the process behind that program?

Mr TOZER — We have afairly significant occupationa health and safety team which | head up. We
have a dedicated occupationa health and safety officer who does the running around for technical research or
investigation or information flow. We have a safety committee in each work group that we meet with on a
once-a-month basis, and then we have alarger committee that meets bimonthly. We have an active health and
safety plan, so any issuesthat crop up are dealt with on the spot. If they cannot be helped or dealt with on the spot,
they are taken through the process by either the safety officer or further up the tree through the work group to the
group safety committee to the occupational health and safety committee of the company. Then we go beyond that. |
think it works quite well, and there is deep involvement. | try to dispel any issue that becomes an aleged
management versus employee issue so that we work as ateam to overcome theissue. That istheideal of any
company. | think ours works quite well.
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Mr BEST — Hasthe culture among the employees improved over the past three years?

Mr TOZER — Until last year we were extremely busy, so the culture and the work ethic have been good
and the safety record has reflected that. We dropped off alittle at the end of last year because the concentration
dropped alittle bit. The work ethic and culture have been much the same all the way through those three years.

Mr BEST — With the reintroduction of common law, did the company experience any increasein
clams?

Mr TOZER — Yes.
Mr BEST — How many?

Mr TOZER — | do not know that | could answer that with any great accuracy, but there was certainly an
increase, although not as much as | have heard with other companies around town. Probably what | am sayingis
that most of ourswerein.

Mr BEST — Certainly the Tattd otto-type payout mentality was rife among employees?
Mr TOZER — Yes, thereis no doubt.

The CHAIRMAN — Mr Tozer, thank you for your evidence today. The committee appreciatesthetime
you have given. The committee will take into account what you have said to it when it reports back to Parliament.
A copy of thetranscript will be sent to you for your examination.

Witness withdrew.
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The CHAIRMAN — All evidence taken by the committee is subject to parliamentary privilegeand is
granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act.
Mr McPherson, | invite you to make an opening statement and the committee will then ask you some questions.

Mr McPHERSON — | will beasblunt as| can. There are nine points | wish to cover. Our Workcover
premium used to be about $11 000 ayear. It has gone up to about $16 000, which isa 46 per cent rise, and that is
quite arise. We do not live in the world by oursalves, wetalk to other people. We are in the building industry and
work on construction sites, mainly of industria size. We employ 20 people and we have 6 apprentices, which is
probably as big acompany as those of some of the big boys you talk to and take more notice of. However, six of us
would probably drown them. Builders on construction sites are probably as big as any of the big boys around here.

| see that the committee has an interest in about six issues. We employ one lady who worksin the office and does
our work. We probably turn over severa million dollarsayear. She does al our work, mainly usng MY OB. She
has no trouble. We are doing our own BAS now. Some peopl e ride with the electronics and some do not. It isup to
theindividual to get up to speed. Some people run four in the office; we only run one.

| refer to percentage of turnover. If we employ 20 people and the next bloke employs 40, why should we pay the
same percentage on Workcover? | think the percentage should be cal culated by damage aone and not by turnover.
That ismy opinion and | think it isafair opinion.

Mr THEOPHANOUS — It iscaculated on the wages hill, not on turnover.

Mr McPHERSON — It isthe samething. Wages are fairly big, but we should jump on one side of the
fence and the bloke who does the most damage should pay the most money so far as| am concerned.

Mr McQUILTEN — Y ou mean with the most claims.

Mr McPHERSON — Yes. The bloke who falls over dl the time will keep falling over. Most people have
Workcover in place and it isin place on construction Sites.

Over the past few years one of the big things we have noticed with Workcover — and thisrelates to Workcover
ingpections— isthat al the big jobs are supervised redly well. They are probably wrapped up in cotton wool a
little. However, there are not enough resources to police the small jobs, the villawork, al the cowboy jobs, all the
ones out in the paddock. Tenanting jobs are big and that is where much of the damage comes from. A lot of the
blokeswill bein businessfor ayear or two and then go out of business, or there are those who do ajob here or
there and for al we know probably have not got public risk insurance. It seemsthat the big jobs are being policed
and it istime they started to have agood look at some of the smaller jobs. That is probably where al the clamsare
coming from.

Claims should be based on physicd injuries. If abloke breaks afinger or arm on the job, | reckon he should bein
for alump sum payment and should be looked after 100 per cent. But so far as| am concerned, based on dl the
years | have been in business, most of the injuriesthat are physical are okay, but some people are born with injuries
such as bad backs. They are unforeseen and seem to be a helluva drag on Workcover, and we are paying for them.
When someoneis physicaly injured, he first goesto the solicitor, who builds up his ego. Then he goesto the
doctor, who builds up his percentage. Those conditions are unpredictable and cannot be seen, but if abloke hasa
broken arm or leg, heis physically damaged and should be looked after 100 per cent.

The launching pad factor of Workcover should be addressed in avigorous way by the committee. If abloke wants
a$750 000 payout because his back is sore and he worked for someone else before, he should be put on a
three-year wage with areview every three yearsto see how he goes. He should not be teased with the big payout
balloon figures unless the bloke was redlly damaged on ajob and it was physical. That is my opinion.

We have been in business for 14 years. We have employed alot of people and have employed alot of blokeswho
have taken balloon payouts from other places. We have employed them for two or three years and they are good
workers. Sometimes | think it is psychological, that once they have had a payout they do not seem to want another
one. They are not usually people with one arm hanging off but those with sore backs or some psychological upset.
Most people should be put on three years wages and then addressed after that to see how the injury goes rather than
being paid out.

There should be some drawback factor from the employer to bring the injured person back to work as quickly as

possible. From my experience | have found it is no good the person going to the doctor and getting two weeks
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off if he can come back the next week on light duties. He may aswell be in the office learning something if heisan
apprentice. Itisno good adoctor giving him two weeks off when he could be working two weeks on light duties
and learning something or driving down to get fittings for usif there is not much wrong. Once the doctor has
written out the certificate, it seemsthereis no return made until the next Monday. A person could comeinto work
intwo or three daysif hefeds better and do light duties for a couple of weeks. It is better for us and better for the
payment, rather than paying them while they stay home.

| also wish to touch on the GST with the committee.
The CHAIRMAN — We will dedl with that separately. We will finish with Workcover first.

Mr McPHERSON — | am not sure if the committee will cover this, but a\Workcover audit came through
to uswhich | think was unfair because we were randomly picked. So far as| am concerned, the bloke on the other
side of the fence has two weeks advantage on me. The solicitor doing the audit on usis being paid by Workcover.
Hewould not do it for nothing. We will have to put our lady into the office for a couple of weeksto withdraw a
year or so of our files and information and then submit it at no cost, which isunfair. We could be quoting on jobs,
working, getting our cash flow right or paying our hills. It istime consuming, it is persona and it isinvasive. Itis
not like atax audit, it isjust something that came out of the wind. We were not pre-warned abot it.

Itisall very well for asolicitor to comein and tell us we have to have thisin by two weeks or the company will be
penalised because we did not haveit in on time. It has come out of the blue. It isall very well for someone to come
up with thisidea but it upsets our business. We put al our books aside for aweek or two to get our business up to
scratch and we get a penalty if we do not. It would be quicker for usto chuck it in the bin and not do it and take the
penalty. Thereis no difference between that and someone who afew years ago took a payout, which meant our
penalty and percentage went up. We had to pay it back over three years because the bloke had abad back and
wanted a payout. He was paid two or three years and then went to court. He got the payout and he is now working
for someone e se and seems as good as he was before he came to us three or four years ago. | am not saying he
does not have aback injury, but he is doing physica work. Two people have done that to us over the past five or
SX years.

Mr McQUILTEN — How much was his payout?

Mr HOPE — Onefor $250 000, one for $300 000, and another bloke went in for two payments up
$750 000. The QC told us it was a bottomless pit and they had to be paid out. We stuck the thumbs down and spent
two daysin court arguing it out. We said the bloke was entitled to his entitlement and not a big payout. He got the

payout.
Mr THEOPHANOUS — How long ago was this?

Mr HOPE — About three years ago.
Mr THEOPHANOUS — That al happened under the previous K ennett government.

Mr McPHERSON — People still get their payouts and then work for other employers. We employ three
people who have had payouts. They are good workers; there is nothing wrong with them. One of the big phobias
with most peopleisthat if aperson has been on Workcover — and this probably needs to be addressed —
everybody wants to stay about 10 miles away from them. It isasif they have leprosy. Employers do not want to
touch them because they think they will do the same thing again. Our experience with the three people we put
on— and we knew their history and took a punt on them — isthat they are good employees. They did not do it to
us, but they did it to previous employers.

Once someoneis branded with a Workcover payment they are branded with astigmaby alot of the big employers
who have not got the gumption to givethem ago. Thereisagrey areainvolving Workcover that needsto be given
some balance. If that happened many more people would get jabs.

Mr BEST — On the common-law issue, the claimsthat you are talking about were three years ago. Does
that mean they were claims put in before the remova of common-law rights?

Mr McPHERSON — | reckon they would have been in motion for two years before that payout, yes.

Mr BEST — Have you had any common-law applications since the reintroduction of common law?
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When the Labor government came to power it indicated that it was going to reintroduce common law.
Mr McPHERSON — We have not.

Mr BEST — So there have been no retrospective claims for common law. This might be digressing but it
interests me: what happened in the move to initiate an audit on your business?

Mr McPHERSON — You get atax audit — that is one. Now we get a Workcover audit. So they send
through al the information. They want to know exactly what turnover, what percentage you made, the whole
rigmarole.

Mr CRAIGE — How did it happen? Did they come personally into your office?

Mr McPHERSON — No, it camein the mail. Actually there were two things. First off, therisein the
premium till surprised me . That was a pretty big change. We decided we would rather fight the second one with
the penalty. | went and saw Dr Napthine and he had alook through it said, ‘ Yes, it isan audit. Y ou haveto ded
withit. That isthe way it goes. What surprised me wasthat it was not delivered by certified mail in aprofessiona
way. It was pretty basic because it could have got lost in the mail and | would never have received it

Mr BEST — But wasit about a challenge by you about the premium?

Mr McPHERSON — No, it wasjust an audit. | suppose there was a spike in our businessin the past year
so they found it interesting. Whether they want to recover money, whether they are trying to find out what areas
they can or cannot get money out of or whether they want other areas to be examined, it appears they want to
decipher our business and find out whether there should be percentages paid to subcontractors and so on for extra
amounts of money

Mr BEST — Wasthat anincreasein — —

Mr McPHERSON — No, they were just doing an audit to find out — to really investigate our business,
yes.

Mr McQUILTEN — That sounds like the tax department!

Mr CRAIGE — Workcover?

Mr McPHERSON — Workcover.

Mr THEOPHANOUS — You are sure it was not a safety audit?

Mr McPHERSON — No.

Mr THEOPHANOUS — So they asked for al your financial details?

Mr McPHERSON — They put it through one of the solicitorsin Melbourne. | think it was Clarke but |
am not sure. | have the information, so if someone gives us an address | can makeit available to you.

Mr THEOPHANOUS — | would be pleased about that. Thank you.

MsDARVENIZA — So your premiums have increased from $11 000 to $16 000 in the past 12 months.
Has your remuneration gone up? Do you employ more people?

Mr McPHERSON — Y es, probably by about a quarter or afifth.

MsDARVENIZA — So that resultsin an increase in your premium. And have you had anincreasein
clams?

Mr McPHERSON — No, our claims have been pretty good in the past.

MsDARVENIZA — So therewas a 15 per cent increase for the introduction of common law and a
couple of per cent for the GST on top, so that would have increased your premium abit, and then an increasein the
number of employees would have increased it. Would you have any difficulty with the committee talking to

Workcover and getting the details of why your premium has gone up?
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Mr McPHERSON — No.
MsDARVENIZA — Y ou do not have any problem with that?
Mr McPHERSON — No.

Mr THEOPHANOUS — As| understand it, there are only two audits that the Workcover authority does:
oneisasafety audit and the other one it will check on is remuneration to make sure that what you have put down as
being the number of people you have employed is actudly correct. So Workcover checks to see whether you have
the number of people you say you have because there would be some people who might put down fewer people
than they have actually employed. That is one form of checking. The other one is a safety check to make sure that
you have safety proceduresin placein case of an accident. They are the two that | am aware of. | suggest that those
are very important parts of the organisation which have been in place for along time, and that is why, when you
went to see Dr Napthine, he told you that you had to comply.

Mr McPHERSON — Actudly | think you will find that second one is the one that sounds likeit. For
someone in our office to spend two weeksto put it together isalot more than just to seeif you have enough
employees because they want to decipher everything right down to your boots. | would say it is more deciphered
than if atax auditor went through it, because there were two split pages. They wanted to know dl the amounts. It
was too much information. They wanted to know how many employees you had. It was not safety.

MsDARVENIZA — It was safety?

Mr McPHERSON — No, it was not.

Mr CRAIGE — Did they physically comeinto your office or did they ask you for certain material?
Mr McPHERSON — No, they sent it through a solicitor for Workcover in Mebourne.

Mr CRAIGE — So you got aletter from asolicitor asking for work on behalf of the Workcover authority.
Did they ask for that detail inthe letter?

Mr McPHERSON — Yes.

Mr CRAIGE — And in that | etter you were asked about more than just how many employees you had?
Mr McPHERSON — A lot more than that.

Mr CRAIGE — A lot more?

Mr McPHERSON — Yes, if you added another 40 or 50 lines to that you would be getting somewhere
near it.

Mr CRAIGE — And it took a member of your staff at |east two weeks to get that information?

Mr McPHERSON — | would say without a doubt you have to go back to 1999 and go through all your
records. Y ou would nearly haveto bring up all our accountant’ s yearly figures and decipher them off about
10 timesfrom that.

Mr CRAIGE — Have you provided them with that information?

Mr McPHERSON — No, but | went and saw Dr Napthineand | said it isridiculousto try. One week has
gone by; we would have to have it tabled in aweek.

Mr CRAIGE — Areyou going to provide it?

Mr McPHERSON — No, | would rather fight it out. | will. We' ve got aweek to do it. But he said he will
ring up somebody to dedl with it, and that thereisatime framefor it. But | would rather handleit. | think it isunfair
and | would like to get to the bottom of it.

MrsCOOTE — How much isthe fine?
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Mr McPHERSON — Thefineis a percentage of last year’ samount. If you don’t do it, your percentage
goesup from last year so it isabit of agrey-areafine.

The CHAIRMAN — We will haveto stop there. Thank you very much for coming along today,
Mr McPherson. We appreciate the time you have given us. The information has been mogt interesting. We will
send to you a copy of the transcript for any suggested corrections.

Mr BEST — | believe we will receive acopy of the letter that the solicitor has sent to the witness?
Mr McPHERSON — Yes, that would be good.

Witnesswithdrew..
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The CHAIRMAN — Ladies and gentlemen, we reopen the hearing and welcome to our midst Ms Kerry
Dean, the President of the Green Triangle Injured Persons Support Group and Mr lain Grant, whose position is?

Mr GRANT — Public officer and main mouthpiece.

The CHAIRMAN — | wish to advise that all evidence taken by this committeeis subject to
parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act and the
Parliamentary Committees Act.

Again, welcome. | have met you both. The names of members of the committee are before you. We will bejoined
shortly by some other members, but we need to keep moving, so we will start. Y ou may likeinitialy to make an
opening statement to us and then we will ask you some questions.

Mr GRANT — That will befine. Werecognise, as| said before, that our group does not have agreat deal
of input into the concept of the increases of premiums for Workcover. Our group was formed initialy to provide
support, to act asalobby group for victimsinjured under Workcover or victims who have claims under Workcover
or the Transport Accident Commission (TAC). Although we have asmall submission on the common-law issue,
most of the rest of the articlesin the submission do not actualy concern this committee, but we take the opportunity
of presenting to the committee the submission in total o you can take it away and receive amore balanced view of
the problems associated with being avictim under Workcover. | hope that you will take a bipartisan approach to it
all and take it on board and offer your support later in Parliament whereit is appropriate.

We bdlieve that the common-law claims are being used as a political football between the unions, the opposition
and certain factions within the government. The group has been in despair over the misinformation supplied to
media hacks who appear determined to not let the wish to tell the truth get in the way of agood story, aswe al
know.

Common Law claimsexist in legidation covering the TAC, and we note that at no point has the suggestion been
made that that is dragging the TAC into afinancia black hole as has been suggested by those opponentsto its
inclusion in Workcover legidation. To use that perception as aweapon to further beat up those victims who cannot
defend themsealves to the pressis maost abhorrent to our members.

Those few who sue for compensation under common law must be able to prove beyond reasonable doubt in a court
of law that the employer was negligent in supplying an unsafe workplace. Not all injuries can be proved beyond
reasonable doubt to be the result of negligence on the part of the employer. This severely restricts the numbers of
injured people able to mount a common-law claim. This should not be confused with section 98 claims where an
injured person can make a claim under the table of maims and continue to receive weekly payments plus medical
and like expenses. Victims suing under common law receive alump sum payment and ongoing medica and like
expenses. They do not receive weekly payments after settlement of their legal action. In someinstancesif an
employer isnegligent to such adegree that it resultsin seriousinjury or death that employer can be sued by
Workcover. If acase of negligence brought by Workcover is proven, then they should pay punitive damagesthe
same as under common law.

If those court actions result in massive increasesin employers Workcover levies and other overheads, the
employers have only themsalvesto blame. If other employers within this particular industry adopt the same
attitude — *1t won'’t happen to us — then the industry weighting for them will aso rapidly inflate. It beggarsthe
imagination that these people are so lacking in business acumen, commonsense and compassion that they cannot
seethat it istheir own fault they are being taxed out of existence.

Workcover legidation, enacted in 1985 as Workcare and amended from time to time including the changesto
Workcover, has encouraged employers to become educated in occupational health and safety issues. It has for some
time now also provided for punitive damages for supplying an unsafe workplace. How many times do they haveto
be told, and how many people have to be killed during their employment before employers sart getting the
message? Statistics such as three farm employees killed every week of the year across Australia are horrendous.
How many are injured and maimed for life? How many are unable to continue farming because of theinjuriesthey
receive? More workers die each and every year — currently 3000 across Australia— than arekilled in road
accidents each year, yet thereisno outcry. These are disgusting statistics that are hidden from view, left out of your
debates, ignored and forgotten in any discussion about increases in premiums.
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Again, what of the wounded — the so-called bludgers constantly referred to whose injuries are so severe that their
working lifeis cut short, never to work again? Employees have the right to expect to return home after work
uninjured and their wives, husbands, de factos and children share that expectation.

In redity, the system rewards employersfor killing workers. Dead workers are less of afinancia drain on the
Workcover coffers, employers suffer only a minimum increase in their premiums; employers will pay only aminor
fine after appearing in court. They then carry on as usual until the next poor soul becomes another victim. Why
should the employer be allowed to continue in business at all after failing to provide a safe workplace?

Ladies and gentlemen, the question you should be addressing is not why premiums have risen so high but why
employers are unwilling or unable to provide a safe working environment. Pray that you or members of your
family are never counted among those killed or serioudy injured in aworkplace accident.

That is the section of the submission that you can take on board at this point, and we would be happy to answer any
questions.

The CHAIRMAN — Ms Dean, do you wish to add anything to what Mr Grant said?
MsDEAN — No, not at thistime.

Mr GRANT — It has been a getting together of heads and many faxes backwards and forwards between
here and Heywood to get it al down on paper.

The CHAIRMAN — Thank you. We will certainly read the rest of your document in due course and take
into account what you have submitted there. Asyou have stated, we are looking at two particular issues, although
that does not stop us reading the other information and being aware of it.

Mr GRANT — We had felt that we did not have any input to this forum, but we were told we were
attending so we have spent the past few days getting it al together.

The CHAIRM AN — We appreciate the trouble you have goneto in preparing it for us. Thank you.
MrsCOOTE — How many people are involved with your injured workers support group?

Mr GRANT — We have probably had contact with more than 100 familiesin our region at this stage.
MrsCOOTE — Over what sort of time frame?

Mr GRANT — Over thelast 18 months or so, two years.

MrsCOOTE — What sorts of accidents have they been involved in?

Mr GRANT — Heart attacks, back injuries.

MrsCOOTE — Heart attack being aworkplace issue?

Mr GRANT — Itisif you have aheart attack because of the way you are expected to perform your duties
at work and have that heart attack a work.

MrsCOOTE — And the others?
Mr GRANT — Back injuries, limbs missing.

MsDEAN — Oneresulting in fusions of the spine, the person developing multiple sclerosis and now
being in the late stages of M'S. So we have an adult male who now drinks out of what is the equivaent of achild's
sippy cup and has no red in-home support, has only been able to enter and exit his home through a back door,
could not get through afront door and get out in case of afire. No safety measures have been taken there.

Mr GRANT — We have ahigher than normal incidence of MS amongst our membersthan in the normal
community, and we believe thereisa causal link between major trauma and magjor stress and MS. We have had one
case accepted just recently on that basis.
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Mr THEOPHANOUS — lain, could | first of al congratulate you and commend you on the valuable
work you do in this community. As someone who has been involved in injured workers groupsfor avery
considerable time and has aso had amember of my own family who had a heart attack at work and finished up
receiving virtually nothing in the bad old days, | can certainly understand the work your group isdoing, and |
commend you for it.

Isit your suggestion to this committee that, to put it in anutshell, if we want to keep premiums down in this state,
the best way to do it isto avoid accidents?

Mr GRANT — That is close to the nub of the matter. The other problem isthat the insurance companies
seem to be determined to spend as much money as they wish — up to $2000 or $3000 — to deny something that
someone needs that would cost only $20. We find that atime-wasting exercise. The number of people who have to
go and front S112 examiners up to 50 times before their cases are heard is phenomenal, and that happensto
everybody. That isadisgusting waste of resources.

Mr THEOPHANOUS — The chairman has pointed out to you that the terms of reference are about
premium increases, but you are suggesting that in looking at those premium increases we should be looking at a
much broader range of causes, including the way claims are managed and occupational health and safety regimes
that should avoid accidentsin thefirst place. Isthat what you are saying?

Mr GRANT — Definitely, yes.

MsDEAN — At the moment insurance companies send occupationa therapists, whom they claim are not
attached to their companies — and we have found that they are; they use the same trademark — down to injured
peoplein thisarea, but they will only come down if they have two or three casesto look at the time. We are asking
them why they are not using local occupational therapists when injured persons and their families need them. Why
waste money in those areas?

Mr GRANT — The government is pushing, ‘ Don't work harder but work smarter’, and that appliesto
Workcover aswell.

Mr THEOPHANOUS — Are you saying those Workcover issues developed over the past few years
during the course of the previous government?

Mr GRANT — We are not singling out one particular government but singling out the system
administered by both governments, of both palitical persuasions. | do not think we can lay the blame at anybody.
We appear to have had afair hearing from the Minister for Workcover, athough | do not know that we have had a
lot of winsfrom that area.

Mr THEOPHANOUS — Are you aware that 50 expert ingpectors have been put on during the past year?
Mr GRANT — In Méebourne?

Mr THEOPHANOUS — Acrossthe state, and it might be more than that, but at least 50.

Mr GRANT — From what has been reported to us, workplace ingpections are fairly minimal.

MsDEAN — We had a Site ingpected a second time because we were not happy with the first inspection.
We asked the inspectors to go out to the company to speak to three workers— and we are talking about workplace
bullying — who would support the case of the current injured worker. They went out and spoke to management
and devised areturn to work program, and that wasit.

Mr CRAIGE — Were they from Mebourne?

MsDEAN — Onewas from Ballarat — he had handled a case previoudy from Warrnambool — and the
other was from Warrnambool.

Mr GRANT — We have reported that matter to the Victorian Workcover Authority (VWA) aswell.

Mr BEST — Can you explain the redemption payments that you have been seeking to have resolved and
the assurances given by Minister Cameron that have not been fulfilled?
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Mr GRANT — The redemption payments | gather are in the pipeline, and we were told that at a meeting
with Mr Cameron back in Junelast year. To this date nothing has been notified to us of any movement.

Mr BEST — What does that mean for the people in your group?

Mr GRANT — There are a couple of people who desperately want to get out of the system and redeem
their future payments. One bloke has become psychotic and aworry because he has not sought treatment at this
stage.

Mr BEST — The system isleading to greater stress and distress.
Mr GRANT — Further problems, exactly.

MsDEAN — We have two families who have lost their homes. A redemption payment would have
hel ped them out. One family was reliant on a dua income. The husband was injured causing the wife to give up her
employment. They lost their home, after selling off their cars and contents, and they are till going backwards.
They areliving on $260 on week and they have two children. | would like to know where the champagne and
caviar systemis. Are you aware of the way Centrelink appliesits legidation to Workcover wages?

Mr BEST — | would be interested to hear your examples.

MsDEAN — When a person receives Workcover the state government classesit asincome, whereas the
commonwealth government classifies it as compensation. Therefore, every dollar of income an injured person
receivesis deducted from any benefitsthey are entitled to, which leaves injured people receiving no backup from
commonwealth departments.

Mr GRANT — If it were classified asincome rather than compensation they would lose only 50 centsin
every dollar for every dollar increase received over and above the pension.

MsDEAN — Our bdlief isthat every child, every mother and father has aright to know where they will
lay their heads at night.

Mr BEST — In your submission you say that despite assurances at the meeting with Minister Cameron
that changes to redemption payment regulations were in the pipeline, nothing further has happened.

Mr GRANT — That isto our knowledge. Aswe raised it with him, we would expect him, or one of his
advisers, to let us know.

Mr BEST — It isnearly 12 months ago!

Mr GRANT — That iswhat wethink. A fair percentage of theissues were raised with Mr Cameron. We
regularly get visits from both the VWA and the TAC down here and regularly raise issues with them. But where it
comes down to changesin legidation, it is down to the minister. If the minister closes his eyes, hisearsand his
mind, it isvery difficult to get past that point. With alot of the problemsit will take legidative changes to improve
thelot of injured persons and their families. We stress that our organisation is open to families because it is not only
the person who isinjured who suffers — the whole family suffers. My younger sonis 23 and cannot remember a
day when | waswell enough to play with him. That isvery difficult for him and me. It isacase of our just keeping
on going, keeping on pushing for so long as our funding lasts. So there will be a hat at the door if you would like to
tossacouple of dollarsinto it.

Mr BEST — Who are you funded by?

Mr GRANT — We are not funded by anybody in particular. | believe aletter went off yesterday to try to
get both the VWA and the TAC into the one room, and the minister’ s advisers as well, to try to get some sort of
funding from both organisations. We are limited to about $1000 a year at the moment, which is made up of
memberships and small donations that are not recurrent.

Mr THEOPHANOUS — Did you raise any of those matters with the previous Workcover minister,
Mr Halam?

Mr GRANT — Mr Hallam had a problem with seeing people. He was a so blind to our plight and refused
to meet with us. Mr Cameron at least made the effort to meet with us.
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Mr THEOPHANOUS — Heisyour loca member, isn't he?
Mr GRANT — That iswhat you might call him.

MsDARVENIZA — | thank you for taking the time to come here today and for making a contribution.
At every public hearing the committee hears from many employers who talk about their premium rates and whether
they have increased or decreased, and what might have led to changesin their premiums. We hear time and again
from employerstheir concerns about phoney and fake Workcover claims, ones that are bogus and are not genuine. |
would like to hear about the genuine claims. From my own experience | know that there are many genuine and red
claims. What do you think about the new government’ sintroduction of common law and about the claims
management system and how it might better be able to meet the needs of the many genuine Workcover claims?

Mr GRANT — Claims management seemsto be ad hoc at best. We have a saying among our group
members that most of the claims managers seem to be 19 or 20, have no real experience in the world, are unsure of
and untrained to ded with the problemsthey are faced with, and take a proprietary air to the dollars they are doling
out on behaf of the VWA, to the point where alot of the refusals for equipment to make life easier for people are
just arbitrarily denied for no reason whatsoever. | have personally got onein that has been sitting on somebody’s
desk for two months. Thetime limit under law is 28 days. It does not seem to faze the claims managers. Thelaw is
not there for them. The law isonly therefor the injured, the victims.

MsDARVENIZA — And common law?

Mr GRANT — | would like to see common law made retrospective. | can see why it was not made
retrospective but | fed extremely sorry for the people who missed out. | do not believe some of the figures bandied
about by opposition or government were afair reflection of the common-law claims that would have resulted from
that 18-month period.

Mr THEOPHANOUS — Are you aware that the blow-out in the Workcover system at the moment,
which | think the minister has announced is now approaching $1 billion or so, islargely as aresult of the previous
government’ s backlog of common law and the way it mismanaged it?

Mr GRANT — We have heard that, and we believe that to be true. However, | do not believethat isafair
and accurate reflection of the true situation. Y ou cannot take a six-month figure and say that it has blown out by
X-number of billions of dollars or millions of dollars and expect that to be taken on board by thinking people,
because it is not only common-law claimsthat have fallen within that six-month period but the backlog of claims
that have been heard within that six-month period aswell. So you are getting avery inflated figure. | do not think it
isfair for the government to use those figures, or for the opposition, who are squealing about it, and | do not think it
isfair to beat injured workers about the head with it, either.

Mr CRAIGE — lain, trying to get the politics out of it and looking at Workcover itsef — —
Mr GRANT — We are not having ago at anybody. We are not into palitics.

Mr CRAIGE — No, | an with you on this.

Mr GRANT — So people keep telling us, but we cannot get anything done!

Mr CRAIGE — Okay. How do we overcome the difficulty that we have with Workcover, Workcare or
whatever system it is, of employers consistently complaining to us about the rorts, rip-offs and the bogus personin
the system, when there are dl those genuine claims from workers with genuine work-related injuries? Thereisa
stigma attached to Workcover. Thefolklore, or society’ s view on Workcover, isthat there are many people out
there who want to rip the system off. How do we as politicians get to move from that position? How do wetry to
take the thing to the next step?

Mr GRANT — | suggest that you support more injured persons support groups such as ours, groups that
are into advocacy and support for injured workers and their families, because we find that most of our members —
excluding one we have some doubts about, and we have reported him to the VWA — are genuine. All of our
people are genuine. We find that the people who are fiddling the system know the system even better than we do,
and they do not need us, so the more of our sort of people you have on the ground, the more likely you are to find
out who those people are and the more likely you are to solve that problem.
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| do not believe the rorts and rip-offs are as manifest as the employerswould have us believe. They are not
diagnosticians, yet they are making so-called val ue judgments about a person’ s health and ability to work.

Mr CRAIGE — They talked about the issue of the local guy who plays footy or whatever and fronts up to
work on the Monday with an injury he saysisreated to work, and we keep getting that.

Mr GRANT — We have heard that too, but we have no proof of it.
Mr CRAIGE — Yes. Wearethe same.
Mr GRANT — Once you can provide proof — let the employers put their money where their mouths are.

Mr CRAIGE — But that becomes the folklore at the end of the day, doesn't it? It becomes what people
hear out there.

MsDEAN — The employers are probably the worst onesfor sayingit.

Mr GRANT — If | go to anywhere socially — which isvery few times ayear — and people ask me what
| do, | come straight out front and say, ‘| am aWorkcare bludger’, and they immediately get defensive and say,
‘Oh, no, you'renot!’. | know | am nat, but it takes the wind out of their sails. Otherwise you are just another
Workcare bludger and you get ignored because you are a Workcare bludger — they don’t know me. | have been
out of work for nearly 14 years now.

MsDARVENIZA — How hard isthat for you?
Mr GRANT — Madam, if you were not alady | could really tell you that. | find it extremely difficult.

MsDEAN — Wefind that most injured workers look for the day that they can return to work. Astime
goesonthey gart to redise, ‘Well, thisis perhaps never going to happen’. Until they can come to that realisation —
‘| am definitely not going to work again in my life' — they are very hard to live with. In most cases the families
separate.

Mr GRANT — Or comeclosetoit. It islike adeath in the family or losing a child. That isthe sort of
divorcerate you are looking at.

Ms DEAN — We had one guy who did have acommon-law claim and bought alovely home for himself
and hisfamily, but his wife could not live with him as he was. She now rentswith her two children. So thereisa
great dedl of stress. No-one realises the stress of living with an injured person. The insurance companies do not
help. If an injured person needs an ambulance, you ring and say, ‘1 need an ambulance to come and pick up this
person and take them to the hospital’, their answer is, ‘No’'. How can they deny you an ambulance?

Mr GRANT — You ill fed asif you are bashing your head up against a brick wall, even though your
court case has been heard and settled and you are on weekly payments. Y ou are till sent to S112 examiners every
time you make arequest that will cost the insurance company money, so from this distance you areinto a
720-kilometre round trip. That involves travelling alowance, overnight accommodation — which is another
bugbear of ours. The severely injured, and you do not have to have alimb missing to be severely injured, require
someone — your wife or husband — to travel with them. That is not recompensed. Thereisno way you can get
that expense back. They will not pay my wife' s share of the accommodation in my instance. They will not pay her
meals. My wife does volunteer work and some paid work. She hasto take time off thisweek because | have to go
to Mebourne, and she will receive no benefit for that at all other than finding her pay packet next week will be alot
lighter than it should be.

Mr THEOPHANOUS — Do we need to do more to get people back to meaningful work?
Mr GRANT — There will always be a percentage of people who cannot possibly return to work.
Mr THEOPHANOUS — We understand that.

Mr GRANT — No, the system is not geared to that. The system is geared to getting people back to work
and refusing to believe that a certain percentage of people will never ever go back to work.

Mr THEOPHANOUS — | understand that, but my question is a different one. Many people could do
some kind of work and are denied that sort of work perhaps because of the way the systemisset up. If weare 479
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talking about reducing the costs of Workcover, one of the waysisto find, through educational programs perhaps,
other ways of giving people access to meaningful work. My question is: are employers cooperating?

Mr GRANT — No. They are too scared to put on a person who has been on Workcover. People lie and
say they have not had a Workcover claim. At Safeway recently an employee worked there under cover, shall we
say, for sx months. The employer found out and sacked her immediately; they put two weeks pay in her hand and
sad, ' Goodbye. We don't need you'.

Mr THEOPHANOUS — So they are stigmatised?
Mr GRANT — You are stigmatised for the rest of your life.
Mr THEOPHANOUS — And that means there are many people who could be working and are not?

Mr GRANT — If you are assessed by an S112 examiner to be fit enough to return to work your pay goes
down anyway, and the issue of whether you can find employment is not the issue that concernsthe VWA.. The
VWA isconcerned only with the possibility of areturn to work. If the S112 examiner saysyou are fit enough to go
back to part-time work or part-time duties, that isthe way it is viewed. The fact that you cannot find ajob istough.

MsDEAN — What action are you going to take with employers who change the naming of ajob so that
job no longer exists, in amanner of speaking, and the position is therefore no longer open for the injured person to
come back to?

The CHAIRMAN — That is not a question we can get involved with. We are here to ask the questions
and to take evidence. | will say you have asked arhetorical question. If we have an answer collectively to your
question we will put that in our report to Parliament, which is probably a better answer for you than our trying
individually to give you an answer now.

MsDEAN — We have employers who change the name of ajob so that that position is no longer
available for an injured person to come back to.

MsDARVENIZA — And they do that so that the person with theinjury cannot come back to that job?
MsDEAN — Yes.

MsDARVENIZA — So you are saying there is adeliberate ploy by employers when they have had
someone who isinjured and they have a victim to change the name of the position and the nature of the work?

MsDEAN — From secretary to persona assistant so that job in actua fact has gone.

Mr CRAIGE — Have you reported that to the inspectors at Workcover?

MsDEAN — If we could get the inspectors a Workcover to listen, it would be awonderful thing.
Mr CRAIGE — What final message would you like to give the Workcover authority?

Mr GRANT — Before we leave that issue, according to the regiona newspaper, the Warrnambool
Sandard, | gather that Camperdown and Warrnambool hospitals are two of the transgressorsin that situation. They
have reclassified the positions of nurses who had injuries. The positions were no longer there, and the people found
themselves out the door and they could not understand why. It became apolitical football in the newspapers at
least.

Mr THEOPHANOUS — That was about two years ago?
Mr GRANT — Yes, 12 months or two years ago; could well have been.

The CHAIRM AN — We have run out of time. Thank you very much for your time in coming here today.
Y ou have goneto agreat deal of work in preparing this document, and we appreciate it. We will send you a copy of
the transcript and you can submit any aterations you think are appropriate. Thank you for coming.

Mr GRANT — Thank you for giving us the opportunity to present the document to you.
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The CHAIRMAN — 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. | welcome to our hearing Cr David Atkinson, Mr Lindsay Merritt, aformer
colleague of mine, and Mr David Keenan. Mr Mayor, thank you for alowing the committee to use your council
facilities. Asthe committee travels around Victoriait relies on the cooperation of councilsand it is much
appreciated.

Cr ATKINSON — Mr Chairman, asthefirst level of government and not the third level, we are only too
happy to oblige and look after our colleagues from other aress.

The CHAIRMAN — Mr Mayor, | hand over to you to talk to the committee about Workcover after
which committee members may ask some questions.

Cr ATKINSON — We are delighted to be given an opportunity to put a case to the committee and we
appreciate the opportunity as regional residents of Victoria. It is pleasing to have the committee back again. | think
most members were here some months ago.

Anecdotally, Workcover premiums have caused some concern to many of our businesses, and the committee will
be hearing from those as the day goes by. From the City’ s point of view, | call on the Chief Executive Officer to
present the case and | am sure he will be backed up by Mr David Keenan.

Mr MERRITT — | will make some general comments about the City of Warrnambool’ srole asa
significant local employer. Aseveryoneisaware, we cover adiverse range of servicesfor thiscommunity. The
City’stotal work force is approximately 331. Of that, 64 per cent are female employees and 36 per cent are males.
Typicaly, the female employees are well represented in part-time employment, mainly in home care and so on.
The City is one of the mgjor employers within the municipality and within the region.

Referring to our own Workcover position, | will circulate copies of agraph and refer to the coloured columns on
the graph. From the left, the 1.1 per cent represents the best performing council that isinsured with Civic Workers
Plus (CWP), whichisthe primary insurer for local government, so that isthe best in the State. Warrnambool is
second on theleft at 1.5 per cent. The next figure represents an average of all Victorian employers. The next, which
is2.51 per cent, isthe average of the CWP employers. Then the worst-performing council is 6.13 per cent.

Mr CRAIGE —Whoisit?

Mr MERRITT — | am unaware of who it is. The City is proud of the fact that it is ranked the fifth best of
the 41 councilsthat are covered by CWP. If, however, we were the worst-performing city, it would have adramatic
effect on our ratepayers. It would mean we would be up for an increase of almost $450 000 in premiums, which
would be closeto a4.5 per cent raterise. It iscritical, from the City’ s point of view, as an employer and in response
to its community, that it isa good performer and stays that way.

That givesagenera picture of our current position within the sector. Our premiums last year were $149 089. Our
premiums this year, without GST, have gone down alittle to $141 595. That is the premium for 2000-2001.

The City serioudy wantsto remain a high-performing council. | might just add that this has to be completely
embedded in the culture of the organisation. We are just completing an enterprise agreement that has five
organisational continuous arrangements, among which isworkplace safety. Haf the pay increasesto our employees
over the next three years will be predicated on performance, including the target of attendance and workplace
safety. We have set within this draft agreement, which isamost completed, even higher levels of performancein
reducing lost time.

To ensure that we remain agood performer we have to be highly committed to workplace safety, and that hasto be
part and parcel of the culture of the organisation. Naturally, that means a high degree of commitment from Council
to reduce time lost due to incidents and also to provide a safe system of work. | can table a draft enterprise
agreement, but it is only an example and there are othersin government.

That completes my comments about the Council as an employer. David Keenan, as Director, Economic
Development, can talk in broad terms about Workcover as a component of economic development within the City.

Mr KEENAN — In commenting on how businesses are performing within the business environment it is
hard to separate Workcover asasingle entity. A holistic approach needs to be taken to the way businesses have
been operating this year or the last financia year. Regional businesses have had theimpost of the Workcover 482
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premiums, the GST, increasesin fuel prices and afluctuating Australian dollar, so it has been one of the toughest
years ever for businesses, whether small, medium or large scale.

Certainly the topic of Workcover premiums has been a hot one that has been presented through economic
development advisory committees and through the work of the Victorian Employers Chamber of Commerce and
Industry and communicated to council through some of the larger organisations. Attracting businessesto regional
areas will always be abig challenge. Perhaps reduced premiums for regional areas compared with urban areas or
metropolitan areas could be looked at as away of attracting further investment into regiona and rural Victoria. In
that regard, and | say this blatantly, we are happy with the calibre of people presenting to the committee today.
They represent some of the best businessesin the City of Warrnambool and the Shire of Moyne and will be able to
communicate the real issues of GST and Workcover premiums, among other things, and | am sure petrol prices
will beraised at some stage, probably linked to the GST.

All inal, anumber of variables need to be looked at to create environments that will encourage businessesto
expand in regionad areas or to be attracted to regiona areas. One of the variablesto be taken into account in the
whole environment of the GST is Workcover premiums and some of the other factors | have mentioned.

That completes the economic development view of the real scenario we are looking at. | am glad there will bea
diversity of people appearing before the committee, ranging from representatives of the Racing Club to the
construction industry, the meat processing industry, hospitality and food processing. | am sure the Committee will
get some good information from those people.

Mr THEOPHANOUS — In your submission you refer to ageneral increase of 17 per cent dueto the
reinstatement of common-law rights. It isactually 17 per cent for common law and GST, made up of 15 per cent
common law and 2 per cent GST.

| congratulate the Council onitsrecord on Workcover premiums. As you say, despite the reintroduction of
common-law claim rights you have had areduction in premiums. | understand that is what you are telling the
committee, which isimportant because there has been abit of misinformation about this. | do not know if you are
aware of it, but 35 per cent of businesses across Victoria have had areduction in their premiums.

The CHAIRMAN — Do you have aquestion?

Mr THEOPHANOUS — Yes, | do have aquestion. Y ou did not make much comment about the GST as
it affected your local businesses. If the Council does not want to talk about the GST, that isup to it, but | am asking
the question — —

The CHAIRMAN — About what?

Mr THEOPHANOUS — About the relative impact of the GST versus Workcover on local businesses.
What are your local businessestelling you about which of those two are having the greatest effect? | put it in the
context that we just heard from some of the accountantsin the region that up to $3 million has been taken out of the
community in feesfor filling out BASs and for other compliance costs on GST.

The CHAIRM AN — Mr Theophanous, you are testing my patience. Do you have aquestion on
Workcover?

Mr THEOPHANOUS — Can you tell the committee which of the two you think is having the bigger
impact?

Mr KEENAN — The GST when introduced was done so with alarge amount of public information and
seminars. Council was heavily involved in information sessions about GST and isinvolved in information
promotion and assisting small business on GST. A GST signpost officer islocated in Hamilton to deal with issues
on GST.

The CHAIRMAN — | am sorry to interrupt. We are dealing with Workcover at the moment, and the
question is specifically asked between the two. Y ou will need to direct your answer to your opinion in relation to
the difference.

Mr KEENAN — The GST has been followed with alarge amount of information and education about its
implementation, Workcover has perhaps not been as adequately done as required, as was the case with GST, so
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further information to businesses about Workcover and the way premiums are worked out would be welcome.

MrsCOOTE — | have no questions, but | would like to thank you very much for your time, and |
congratul ate you on the graph.

Mr BEST — | apologise for being late. | note that part of your submission relates to the degree of reliance
on manufacturing industry within your municipality and the types of businessesinvolved. The general health of
your community employment rate would be of interest to me.

Mr KEENAN — The unemployment rate in Warrnambool is approximately 8.7 per cent. It is considered
relatively high. Predominantly retail businesses would comprise the largest component of the economy in
Warrnambool, followed by construction and to alesser degree education providers and professiona services and
manufacturing on asmall scale aswdll. It would appear that the Warrnambool economy is certainly moving more
towards having aretail focus and becoming aretail hub for the rest of the region. Our retail businesses serve a
catchment of approximately 100 000 people, and that is probably expanding at the moment.

The CHAIRMAN — Mr Mayor and your officers, thank you very much for coming along today. We will
send you a copy of the transcript to look at. Again, we appreciate the time you have given us and your general
assistance in setting up for ustoday. We appreciateit.

Witnesses withdrew.
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The CHAIRM AN — Welcometo the hearing. All evidence taken by this committee is subject to
parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act and the
Parliamentary Committees Act.

Mr Clarke, would you like to make an opening statement, and would Mr McLennan like to follow. | understand
you are talking about Workcover. We have about 10 or 15 minutesin which to do that.

Mr CLARKE — Thank you for the opportunity. We are in the Shire of Moyne, so | am representing the
Moyne Regiona Development Board aswell. Workcover, as outlined in the submission we made to your
committee, has had an enormous impact on our business this year. The premiums went up by alarge amount. | will
ask Terry to give some details on that.

Basicaly, we understand that there needs to be Workcover or some such system of insurance and support for
employees who may have some work injuries. But the problem we have isthat in this one year our premiums have
taken atremendous jump — somewhere in the vicinity of about 70 per cent. In 1997 we met with the then minister,
Mr Roger Hallam, and his CEO because at that time our company had a high premium. The biggest problem with
that premium was that we were doing the appropriate things about returning to work and making certain that the
system was working properly.

We spent much time and effort and money. Resources were invested into improving the way our company worked
within the Workcover system over the period of yearsleading up to this past financia year, to the extent where our
claimswent down markedly. We have three people involved in return to work human resources within the
company, and everything we thought we could possibly do to work the system properly from both sides of the
fence we thought we were doing. Y et in one year we had amassive impost on our premium. That was the biggest
thing that affected us. We could not see how that could happen, given the way we were working through the
systems and procedures.

What has the biggest impact on usisthat there does not seem to be aleve playing field between us, the employer,
and the regulations that are placed on us as employers and the way the medical and legal professions handle their
part of the equation. We would like to see amore equitable playing field.

| will ask Terry to give some details on the increases we face this year.

Mr McLENNAN — Initially when we received notice of our premium in August we probably had
budgeted on a 20 per cent increase but we were pretty shocked when it cameto a 70 per cent increase including
GST. It had gone from $169 000 to $300 000. Our employment and sales had dropped over the previous
12 months, yet after taking out GST we were going to pay $272 000 — $103 000 extra, with less employees and
less sales. Definitely our claims were amost nil, and in the nine months since then we have had no claims. We got
areduction from $272 000 to $220 000 by reducing our wages by $400 000.

Mr CLARKE — That reduction came from cutting our sales from five days delivery to three daysto cut
our wages bill down so we could fit GST into our budget.

Mr McLENNAN — We cut our wages by $400 000, probably lost at least haf amillion in sales. Cutting
our wages by $400 000 meant full-time staff that had been working five days aweek started working three or four
days aweek. The hours went from arange of from 38 to 44 hours maximum to 20 to 30 hours maximum. The
$400 000 cut in wages got us areduction of $50 000, which was probably of $25 000 benefit to our bottom line.
We have had no claims except for one long-term one, who gets $1300 amonth. | would say we will pay $220 000,
the insurance company will pay out $30 000 to Workcover and $190 000 will just go into ablack hole. We would
like to know where that money goes.

The government said it would increase by only 17 per cent just for common-law claims, but our industry rates
increased by 21 per cent and our Workcover agent, the F-factor, also increased by afurther 17 per cent.

Allinal, a60 per cent increase without the GST wasjust ahuge impaost on a business. Our businessis dowly
drifting away because our saes base has changed. We are going to have to change our manufacturing from fresh to
probably frozen. Our industry is il tough. A number of pie manufacturersin country Victoriaare probably going
to fal over in the next couple of months. We just hope we are not one of them.

The CHAIRM AN — Have you any further submissions to make to us about Workcover?
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Mr CLARKE — Asemployers we are accountable. We cannot get afull explanation asto what affects
our premium. We find when we go through the process of return to work that we can have employees who could
go to adoctor, Sit across adesk from that doctor and say what they think iswrong with them and the doctor will
give them acertificate. When we chadlenge that certificate, we have to send three people from our employment
who are on wages— the director involved with that responsibility, the human resources manager and the
return-to-work coordinator — to talk to the doctor about the issues to then get some sort of coming together on how
we will proceed with whatever the employee' sclaimis. It is costing us agreat deal of money to work through the
system.

We are talking about a situation where we as employers do not have the same ability to put our case to the medical
profession as have the employees.

The CHAIRMAN — Y ou stated that your understanding of why the premium had gone up in the order of
60 per cent without GST was as aresult of the 15 per cent plus 2 per cent for common law and 21 per centin
industry rate. Then you mentioned 17 per cent as aresult of the F-factor — —

Mr CLARKE — Yes, the F-factor.

The CHAIRMAN — My question is: anumber of people have said to usthat they do not understand this
F-factor business and they do not have enough information from Workcover to be satisfied that they understand
why their premiums have gone up. What is your understanding of the F-factor situation?

Mr McLENNAN — It differsfor different insurance companies apparently, but my understanding is that
the insurance company — in our case HIH — had a percentage of 3.269858, and it was later increased to 3.826055,
whichisal7 per cent increase. | think that iswhat the insurance company gets out of Workcover to act as an agent.
That istheway | seethat charge.

Mr CLARKE — But we would like to know.
Mr McLENNAN — | have asked them, and they come back and want more information.

The CHAIRMAN — | take it from what you are saying that this basic information about why these
increases have occurred has not been given to you, or you find it difficult to obtain it from your agent or from
Workcover itself?

Mr McLENNAN — We have written to Workcover and to HIH. We have had contact with our local
member. We obtained a response from the chief of Workcover, who basically said that that istheway it is, the
costs have gone up as aresult of the reintroduction of common-law claims. But they do not seem to think that the
industry rates, which went up only afew years ago by about the same percentage, have gone up again. To us, they
have just gone out and decided they wanted some extra millions of dollars coming in so they just whacked it up,
and that is how it came abott.

The CHAIRMAN — Mr Clarke, how would you summarise the effect on your business of the fact that
that your organisation is now up for afurther $103 000?

Mr CLARKE — Thisyear has been catastrophic in that, as Terry said before, we arein adifficult
industry at present. We have had afalling sales book over the past couple of yearsfor avariety of reasons— for
example, competition — and we have had to adjust the range to fit changing consumer demands, et cetera. If we
did not have some contracts that were put in place in the past six monthsto start up in April — next month — we
would probably be out of business.

Mr McLENNAN — That would put 100 employees out of ajob. Luckily, with this contract coming up
we will probably increase our employment by 20 over the next six months.

Mr THEOPHANOUS — How many employees have you got atogether?

Mr McLENNAN — Criginally, five years ago, we employed 170 people. We had our own driversin
those days. We have since gone to owner—drivers. Last week we would have employed 70 plus 30 owner—
drivers— around the 100 mark.

Mr THEOPHANOUS — | am trying to understand why you have had an increase. A number of factors
contribute to that. Y ou said there has been a 17 per cent increase, which isthe common law and the GST. There 488
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isafurther increase of 21 per cent, which relates to the industry rate, which has gone up by one category. Isthat
correct?

Mr McLENNAN — Our industry rate increased by 21 per cent.

Mr THEOPHANOUS — You said thereisan additional 17 per cent. The F-factor relates to your own
company’s experience. That must mean you have had some accidents. If you are being graded up asaresult of a
poor performance, you must have had some accidents or some claims.

Mr McLENNAN — There have been anumber of claims probably going back, and a specific one | will
tell the committee about involved one of our driversin avan travelling down to Port Campbell. There was an
overseas tourist coming over the hill on the wrong side of the road and our driver had nowhere to go. He amost lost
hislife, and itisaWorkcover clam. It should have been aTAC claim.

Mr CLARKE — Our claimsin the financia year 1998-99 cost $99 043; our claims cost for the financial
year 19992000 was $28 940. Y es, we have had some claims, but the claims history was going in that direction
when we hit the particular financial year to which this premium is relevant.

Mr THEOPHANOUS — Do you understand that the 17 per cent you are talking about was smply an
application of the system as it has been in place for the past eight years where the experience of individual
companies is taken into account? We heard from the council that it has had areduction inits premium. Areyou
suggesting that organisations and companies with good records should pay more so that you can have areduction?
Isthat what you are suggesting?

Mr CLARKE — What we are saying isthat our claims history and our number of employees have been
going down, but our premiums went up by the figures we have outlined

Mr THEOPHANOUS — But you have just told the committee that you have had accidentsin the
workplace.

Mr McLENNAN — A number of years ago.

Mr THEOPHANOUS — Those accidents are taken into account, as they would have been if the council
had had accidents. Thereis no different rule being applied.

Mr CLARKE — Would you like usto give you acomplete history of the past three or four years and the
accidentsin each year?

Mr THEOPHANOUS — If you do not mind we will ask the Victorian Workcover Authority to provide
that to us.

Mr CLARKE — Certainly not. Thething we aretrying to get at smply isthat we have been doing
everything in our power as abusinessto drive our premium down. We have been driving our claims down, our
accidents down, and we have been driving every aspect of the procedurein that direction to give us— —

Mr THEOPHANOUS — That will eventualy pay dividends but it will not do it immediately.

Mr CLARKE — What you do not understand isthat it is only one part of it to get the result of 70 per cent
growth in one single year. The 70 per cent growth in one year isamassive impost on any business.

Mr THEOPHANOUS — All | can say to you isthat only 17 per cent of that increase, in fact only 15 per
cent of that increase, has to do with the introduction of common law. The rest of it has to do with the GST or — —

Mr CLARKE — Could | ask you a question?

The CHAIRM AN — The committee is not in aposition to be able to debate a position with you or to be
asked questions. It is here to get information from you. Y ou are allowed to make a statement.

Mr CLARKE — | will make astatement. If 17 per cent, or 15 per cent as | understand from what you are
saying, isthe amount of premium levied for the reintroduction of common law, what do you think it will be next
year and the year after if common-law claims become larger?
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Mr THEOPHANOUS — The solution to that is not to have any accidentsin your workplace. The answer
iszero.

Mr McLENNAN — We have not had any thisyear.

Mr CLARKE — One of the problems| haveistheinference that we have accidentsin our workplace.
You see adson television telling you it is all the employer’s responsibility. No matter what happens, it gets down to
our poor staff training, our poor induction methods, we as managers being negligent. Why is there not some
emphasis placed on employees being less negligent in the workplace? Why isit that the buck ends up with the
employer?

MsDARVENIZA — Areyou aware that Victoria has the second-lowest rate for Workcover out of al the
states?

Mr CLARKE — No, | was not.

Mr McLENNAN — That is hard to believe when you look at some of the figures presented over the past
six months.

MrsCOOTE — Mr Clarke, | love your pies, they are delicious. Mr Keenan said earlier that an enormous
amount of information had been given about the GST but that in comparison not much information had been given
on Workcover. Y ou said that you thought the increase would be about 20 per cent and you got a huge surprise.
Have you contacted Workcover or HIH?

Mr McLENNAN — | have contacted HIH and Workcover.

Mrs COOTE — Hasthe response from Workcover been positive or helpful? Has it sent you information
and hasit explained the F-factor?

Mr McLENNAN — HIH tried to explain the F-factor and the industry rates, but they had no control over
it. Workcover controlled the increase in the industry rates. Also, the government, or Workcover, also approvesthe
F-factor risefor that particular insurance company. | have alist of al the companiesthat are involved in Workcover
and they al have different F-factor percentages.

Mr CLARKE — In answer to your question, we certainly have not had it explained to us by Workcover,
and we have asked the question. As simple pie makersin Mortlake we have not had a definitive explanation from
Workcover or HIH asto the breakdown and how it affects us and how it quantifies the risesin the various aress.

MrsCOOTE — You cannot plan for what will happen next year.
Mr CLARKE — No, we cannot.

Witnesseswithdrew.
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MrsBARTLETT — Our Workcover premiums went up markedly, along with everybody else’ s— up at
least 20 per cent. To address Mr Theophanous s statement that we must have had accidents, we have had claims. If
you wish | can send you details of three claims. One was settled last year; oneis ill on the go and one we had
recently.

Four years ago we had an accident at work which was severe. That employee has returned to work. He submitted a
common-law claim and got $150 000.

Last year we settled an employee’ s claim. For over aperiod of two years we tried everything we could to get him to
return to work. He would come back to work, work for two or three weeks, then he would have another problem. It
was either he could not come to work because he did not have a car, so we sent somebody out to pick him up, or it
was inconvenient for the school times for the children so he wanted to work different hours. He was on light duties.
In the meantime he went to the two Workcover-appointed doctors approximately three times. They each said that
he could do light duties. At the end of the two years he went again and they said same thing. He went back to the
GP who had been treating him for two years and she said, ‘ Y es, you can go back permanently to work on light
duties . The very next day he went to another doctor who had never seen him before and who gave him amedical
certificate for total incapacity. He got $273 000. That iswhat iswrong with the Workcover system.

Another had left our employ. While he was working with us he did not come to work because he injured his back
driving atractor and — —

Mr THEOPHANOUS — He got $273 000 because one doctor gave him one certificate?
MrsBARTLETT — Yes, that isright.

Mr THEOPHANOUS — Would you mind if we got the details of that from the Victorian Workcover
Authority and had alook at it, because | would be very surprised if it occurred on the basis of one doctor’ s decision
when two other doctors and his own GP said no?

MrsBARTLETT — Exactly. That iswhy we could not understand it. What we found amazing was that
he gave usthe certificate to say that he could return to work.

Mr THEOPHANOUS — When was that?

MrsBARTLETT — That one came under the old system with common law and everything, but it took
two yearsto stle.

Mr THEOPHANOUS — So it was under the previous government?

MrsBARTLETT — Beforethat al started, yes. Under the previous government. But the common-law
claim system was il in place. From what | can see of it there has been no change to the administrative side of
Workcover by the Workcover authority. The government has reintroduced the common-law claim system. All that
has done is give the solicitors a heap of money. Y our own inquiry into Stringer Clarke — which you can all
read about on the Internet — shows that they got an average of $16 000 per claimant, and that is public knowledge.

Then we had another worker who had personal problems and was behaving at work in a dangerous manner. He
became a threat to himsalf and his fellow employees so he was reprimanded. He was sat down and we said, ‘ Look,
you're not to behave thisway,” and we had to go through this whole procedure. We did all that and in the end his
atitudewas, Y ou can't do anything to me', so he drove round the yard in the forklift with hisfeet on the dash. |
got advice on what to do with him and we called him into the office and said, * Y ou are not to drive aforklift again
until you areretrained’. He walked out of the office, left our employ, never came back and went for astress claim,
which he got. We went to conciliation because we would not accept it and the conciliator told us, ‘ There is nothing
you can do. The doctor worded it in such away that work could have contributed to the man’s condition, therefore
you areligbl€'.

Mr BEST — Cost?

MrsBARTLETT — That one cost us $15 000. We were lucky to get out of it for that. Then we have
another one where aworker left our employ. Two or three months after he left we got a claim. He has been on the
go. He has been offered money, he has refused it, and the case may even go to court.
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The problem you have isthat with aback injury claim they can come along and say, ‘ Oh, gee, | have pulled a
muscle,’” and it isan aggravated injury and there is nothing we can do about it. A back injury claim isvery difficult
to disprove.

The Workcover authority hasto realise that there are bad employees and bad employers, so each case should be
looked at separately. If Workcover appoints doctors who say that the employee can go back to work, that employee
should receive no more payments. That is where the fault iswith the common-law system, because common law is
separate. Even if you can prove you have followed all the procedures, that you have al the training in place and
you have done dl those things, they can till go for you and say, ‘ Y ou are abad employer’.

Employees have no sense of their own responsibility. They comein and drive on aforklift in anirresponsible
manner and it does not matter whether they have had adequate training because you can’t do anything. Y ou can't
fire them; you have to get themin and say, ‘Y ou are not alowed to do that,” and you have to do it four or five times
before you can actualy do something. In the meantime they could have injured somebody else by the way they
have behaved.

| agree with the previous speaker that the employees have to take equal responsibility. If you have trained them
adequately and you have proved that you have trained them, they themsealves should be responsible up to a point. If
they contribute to their own injury they should not get such massive payouts, because it isthe common-law claims
that are giving the Workcover authority financia difficulties. Itisjust afield day — *Just sign here. | will get the
clamfor you'.

MrsCOOTE — Mr McGrath, are you employed by BAM or do you do consulting for other people as
well?

Mr McGRATH — Weareinvolved in consulting to a number of organisations acrossthe state,
predominantly Melbourne based. | wanted to do some work with BAM today and Y vonne suggested it would be a
help to come aong. We represent anumber of employersin many industries across the state.

MrsCOOTE — So the experiences that Mrs Bartlett has spoken about are something you are
experiencing right across the state?

Mr McGRATH — Absolutdly.
MrsCOOTE — Very high premium incresses?

Mr McGRATH — Depending on theindustry, and particularly the stone industry, which BAM isin. The
stoneindustry rate moved last year by 45 per cent. The major concern that peoplein that industry will experienceis
the way the premium moved so significantly. Considerable comment has been made about the limit to the premium
increases being 20 per cent year on year. In essence that is correct. The baseincreaseislimited to 20 per cent. The
17 per cent or 15 plus 2— however weliketo refer to it — is added on. Then the GST is added on. Forget the
GST; it comes back; it isaminor cash-flow issue.

One of the mgjor concernsisthat thisyear an organisation like BAM, regardless of its experience— which has
been improving significantly over the past couple of years and which | will talk about in a second — because of the
20 per cent cap that was set on its premium last year and regardless of the fact that a significant increase occurred
last year isfacing another 20 per cent increase this year because of the 45 per cent movement in the industry rate.

| am concerned about what will happen to businesses next time. | hope the Workcover authority will get premium
notices out before the start of the financial year thisyear. What are businesses going to do in May or June when
they are hit with another 20 per cent increase? Y es, as Mr Theophanous said before, anumber of industries did
have reductions, and that was greeted with joy by those industries. | think you quoted 35 per cent. On that bas's,
65 per cent have not.

Mr THEOPHANOUS — Theindustry rate has gone up. The system has been in place for eight years and
it is based on the ideathat some industry rateswill go up and others will come down. It depends on the
performance of the whole industry. | understand that your particular business may not have performed as badly as
thewholeindustry did but that is the system that we have. Rather than argue to and fro, | would be interested in
whether you think that the current government should look at changing that system in some way when looking at
theindustry rates— perhaps differentiate it more so they are smaller industries. Isthat what you are suggesting we

should be looking at? | would be interested to hear your views about that.
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Mr McGRATH — Without doubt, the last premium increases were made based on the legidation asit
had existed for anumber of years. No changes were made by the current government to change the process of
calculation, that is correct.

However, | understand that within Workcover there was a principle whereby an industry classification jumped year
by year, and industry moved one classification year by year. As a consequence the movements were held. |
understand that last year it was determined that each industry would go to direct true experience, regardless of
whereit took it, which took the crop dusting industry, for example, from 0.86 per cent to up around 5 per cent, an
increase of 570 per cent. It will continue to increase 20 per cent or thereabouts year on yesr.

In relation to your question, the appropriate course of action would be to break those industry classifications down;
to be able to differentiate between different industries within an industry, if you like. There are anumber of
classifications within the current premiums audit that are catch-all classifications designed to catch those that do not
fit anywhere else, such as metal trades processes, et cetera. That would help. By breaking the number of
classifications down you are able to match the experience of truly like industries as opposed to a conglomeration of
vaguely likeindustries.

Mr THEOPHANOUS — Assuming that is done, given that you have to collect a certain pool of money
for Workcover, you have no problem with the industries that are creating more accidents being charged more and
the onesthat have fewer accidents being charged less; isthat a reasonable position, and do you support that?

Mr McGRATH — That is an extremely reasonable position and | could not consider a position other than
that. It isamost a user-pays process. If that iswhere the claims costs are, more particularly than accidents, if we
assume that claims costs reflect the severity of accidents, that is appropriate.

Mr THEOPHANOUS — Finally, addressing Y vonne's point, | understand you would like the committee
to look more closaly at claims management so that is tightened up and the unfair claims do not dip through the
system.

MrsBARTLETT — Yes, because over the past three to four years we have had one claim that was a
work accident at the workplace. The man concerned was badly injured and was in hospita for three months, but he
came back to work. We have no problems with that. We object to paying premiums when claims have dipped
through the system that should never have been through the system in the first place. Employees who can go back
to work should do so. It is not right that they can go to adoctor they have never been to before and get one
certificate that is accepted.

Mr THEOPHANOUS — | can assure you that the current government will try to fix the claims
management system.

MrsBARTLETT — | can send you al the relevant details of that claim.

MsDARVENIZA — Do you have any problem with the committee getting in touch with the Workcover
authority so that it can get theinformation, not only about that incident, but in relation to your premium increases?

MrsBARTLETT — Weredlise that our premium increase was directly related to those claims, even
though the government increased premiums because it needed the money — governments always need money. We
were aready on ahigh rate, but a portion of theincrease was directly related to those claims. That is how we fedl
about it. If you go ahead and make the premiums too high, the result will be less employment, because we are
down to athird of our work force compared with the Situation 12 months ago.

The CHAIRM AN — Isthat because of Workcover?

MrsBARTLETT — Yes When people left we did not replace them. For thefirst five months of |ast year
the congtruction industry went into areal lull.

Mr McQUILTEN — That was because of the GST?

MrsBARTLETT — No, | don't think so. A huge amount of work was done in Sydney before the
Olympic Games, and that dropped off.

Mr BEST — Thefinal point | would like to raise with you refers to evidence given by the previous
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finding it too easy to Simply sign a certificate. In areas of my electorate we refer to them as Dr How Long because
itisbasicdly, ‘How long do you want?

MrsBARTLETT — Yes, and ‘How much do you want? .

Mr BEST — With lawyersit is, ‘How much do you want? . Can you explain the culture here, because the
previous witness alluded to it?

MrsBARTLETT — A good example was the claim | mentioned before about the employee who was
told by Workcover doctorsthat he could return to work permanently on light duties. He went to his GP, who
agreed. He gave us the return-to-work certificate, but the very next day he went to another doctor in the areawho
was known for this. They all go to the same doctor; heis known in the district. | will not mention his name, but
everyone knows him.

Mr McQUILTEN — Mr McGrath, what can you do for those companies? Doesit require an
occupationa health and safety audit, or more than that?

Mr McGRATH — Rather than that, our involvement isin making their workplaces safer and making
their processes more appropriate from a safe workplace point of view, in addition to providing some clams
management assistance and assistance in regard to compliance with what they are supposed to be doing in fulfilling
their obligations.

Mr McQUILTEN — If more businesses used people such as yourself we would save alot of money,
wouldn’'t we?

MrsBARTLETT — Wehope 0.

The CHAIRMAN — Mrs Bartlett and Mr McGrath, thank you for coming today. The committee will
send you acopy of the transcript for your comments.

Witnesseswithdrew.
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The CHAIRMAN — All evidence taken by the committee is granted immunity from judicia review and
is subject to parliamentary privilege pursuant to the Constitution Act and the Parliamentary Committees Act.
Mr Nolan, | understand you will be talking to the committee about both Workcover and the GST. Our discussions
need to be separated so | ask you to make an opening statement on Workcover first. Then the committee will ask
some questions, after which we will move on to the GST.

Mr NOLAN — | represent the Warrnambool Racing Club asthe chief executive. Our Workcover
premium has increased by some 20 per cent, in round terms $4000, of which obvioudy $1720-odd was applicable
to the GST. It isnot ahuge increase, but my concern is the reintroduction of common-law rightsto sue the
employer. | heard with interest the previous speakers saying perhaps the user-pays system might be the best, and |
agree with that smply because we have afairly good record as aracing club with regard to claims. Theracing
industry is a dangerous areato be in with common-law claims, and it will see an increase in the number of claims.

| have spoken to some of my counterparts in other areas of the state and they have the same concerns. Because of
the nature of the business— it isal outdoor activities and dealing with machinery — accidents are likely to happen
every now and again. | make that point about Workcover. My concern, as| said, is mainly about the reintroduction
of common-law rightsto sue the employer, and the increase of 20 per cent to 21 per cent with the remuneration
exactly the same as salaries.

Mr BEST — Areyou the employer, or isthe committee of the jockey club the employer?
Mr NOLAN — The Warrnambool Racing Club isthe employer.

Mr BEST — How many employees do you have? What type of work do they do and can you givea
profile of your work force?

Mr NOLAN — We have eight permanent employees, and through the course of the year, mainly dueto
our cup carniva in May, we employ another 150 to 160 casuals. Probably 15 of those are employed on a
reasonably regular basis. The balanceis purely for that week. We contribute to the economic viability of the region.

Mr BEST — | have some experience of the industry because | worked with a couple of trainers at
Bendigo afew years ago. Who covers jockeys now?

Mr NOLAN — Racing Victoria, through ablanket policy.

Mr THEOPHANOUS — | understand from what you are saying that you had a bit of an increase, but not
agreat increase in your premiums. The major issue you want to bring to the committee' s attention isthe
reintroduction of common-law rightsto sue an employer.

Mr NOLAN — Thefact that thereisno cap to itisaconcern.

Mr THEOPHANOUS — Thereisactualy, but that aside, you can only get a certain amount under the
common law; it isnot unlimited. | do not know what the present cap is, but it is around about $500 000 or
something like that. My question is a different one, and | want you to think about this. | don’t know if you are an
employee or an employer, but if you were an employee and your employer did something in the workplace which
was hisfault and it caused you to have an accident, after which you became a paraplegic, do you think you should
have the right to sue that employer?

Mr NOLAN — What you are saying is correct, and | take the view that | am an employer and an
employee, s0 | can look over both sides of the fence. No-one in their right mind would be able to say they could
avoid those issues. With that sort of incident, yes, of course | would take that view. If the employer was found to be
negligent, of course aclaim should be made. We are talking about backdating those claims aswell, aren’t we?

Mr THEOPHANOUS — No, it was not backdated, and quite afew people were upset about it not being
backdated. It isin the hands of the employers to make sure that they do not cause accidents so that they can avoid
paying anything in common law. It isas smple asthat.

Mr NOLAN — | still have aconcern. Although | said there was no capping, people are entitled to go for a
fairly substantia claim.

Mr THEOPHANOUS — Even before the reintroduction of common-law rights, if somebody became a
paraplegic he or shewould be paid hisor her sdary for hisor her entirelife if something happened in the 498
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workplace. Y ou could be talking about millions of dollars on one case, even without using the common law.
Common law just adds something extrain the event that the accident is actually caused by the employer as opposed

to just happening.

MrsCOOTE — Mr Nolan, severa people have talked about the cultural change asin rorting the system,
and you heard Mrs Bartlett’ s examples of people abusing the system. On the other hand, we have heard a cultural
debate with the emphasis on the employer, saying that the employers are always in the wrong rather than that it
could possibly be the employee who is at fault. Could you comment on both those aspects of entrenched cultura
views?

Mr NOLAN — Thefirst thing | must say isthat within the racing industry agreat deal of the employment
factor isfairly static in that employees have had long-term employment, so | do not see too much rorting of the
systemin our area. Obvioudly, | hear of it in other areas but | do not seeit astoo much of aconcern. Speaking
personaly, | have no real problemswith it in my own business. Therefore | do not seeit being a persona problem
for the employer. So far asthe employee goes, we all hear about rorts but | cannot comment on it smply because |
have not had first-hand cases of it.

Mr CRAIGE — You classified under horseracing eight permanent employees. Do any of those eight
work with horses?

Mr NOLAN — No.
Mr CRAIGE — Could you describe what they do?

Mr NOLAN — Oneisadministrative and the other seven are purely what we term varying rangers, or turf
tradesmen. They could be agardeners — —

Mr CRAIGE — | haveaquery for you, and | think you should takeit up. Theindustry rating for horse
and dog racing is 3.26. It is much lower than that for sport and other recreational activitiesand it is even lower for
adminitration. Y ou should pursue the fact that none of those employees dedls directly with horses. They are not
involved.

Mr NOLAN — They are not in contact with horses.

Mr CRAIGE — Theway | seeit, the classification is based on having an involvement with the
animals— for example, the casua who helps the drays and floats move around, and so on. | can understand that,
but I think you should pursue with your agents and Workcover the fact that those employees are not involved
directly with horses, or even dogs. Imagine adog kicking you. | find that incredible. Thereisalega difference. |
encourage you to pursue that with both the agent and Workcover. Get the industry to do it, too, because it isworth
while. There may be asaving at the end of the day for you. Those people who are ground staff dealing with the turf,
thetrack and looking after grass might be better being classified as gardeners than as people in horseracing.

Mr NOLAN — That is how they are classified. There isthe obvious danger of horsesfor people working
in that environment — aloose horse, for example. That does happen and it has happened.

Witness withdrew.
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The CHAIRM AN — Ms Whitehead, welcome and thank you for coming a ong today.

All evidence taken by this committee, including submissions, is subject to parliamentary privilege and is granted
immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act.

We understand that you are going to talk to us regarding Workcover. Usually we would ask you to make a
statement expressing your views on the issue and then we might ask you some questions.

MsWHITEHEAD — Thisisabit daunting, ladies and gentlemen. | am not over prepared for this
because | have been on sick leave for the past two weeks. Basically | am acompany secretary of Sou West
Seafoods. We are afairly small organisation. We have only 6 full-time staff but we do employ about 30 casud staff
during the fishing season, which isthroughout the year but is dependent on flat seas. It means people can have
full-time work for two or three weeks and then they might have nothing for five weeks, so al of our factory staff
are casua g&ff. | am only here to support the rest of theindustry to say, ‘ Y es, we had abig increase, which did not
seem to be explained by the figures that the insurance companiesweretelling us'.

In 1998-99 we paid a premium $16 518 and in 1999-2000, $21 595. That went to $43 821 in this current year.
Admittedly some of that increase is due to some increase in wages, but the real increaseisin the region of 65 per
cent for us, and that is exclusive of GST, which is about $4000 on that. | am told by the insurance companiesthat
our industry raterose to 5.9 per cent and that there was a 2 per cent general increase, then there was the 10 per cent
GST and a 17 per cent increase for the government changes to take into account reinstating workers: common-law
rights. We till seem to have been hit. The industry rate jumped at least 1 per cent. | dways thought we were on
about 4.7.

Mr McQUILTEN — It went up 2 per cent, | think.

MsWHITEHEAD — That is obvioudy where the bigger increase has come from. We arein thefish
processing category.

MrsCOOTE — What do you do with fish?
MsWHITEHEAD — We export abalone only.
MrsCOOTE — You put them into cans and send them off?

MsWHITEHEAD — Yes, we do alittle bit of frozen abalone, but 70 per cent is cans. Our classification
is processed seafood manufacturing including vessels which process but do not catch seafood. | am not sureif that
istheright category. | have written many letters, but | do not seem to get alot of answers from insurance
companies.

Mr McQUILTEN — You might get some persond attention today from some people behind you.

MsWHITEHEAD — Right. The other issue about which | am not sure— | was running abit late and |
do not know if the gentleman before me touched on it — isthat 50 per cent of our wages hill is salaries, sales staff.
| am paying that high rate, even though | have been told that the administrative rate is 0.48 per cent. | have not yet
found anyone who can tell me how | can structure my company. | am only an employee, but | need to structure
things so that | could perhaps split the company up to take advantage of that. It would be asaving of $16 000 ayear
if | paid 0.48 for the salary component and the industry rate for the casua workers. | am told it has happened, but to
date | have not found anyone to help me do that. It may mean setting up another office somewhere else that is only
salesand adminigtration. | haveto try to follow that up. | have written |etters that are unanswered. Basically, that is
wherewe are a. We purely export, so the GST does not worry us. Wejust claim it back. It isjust a paperwork
shuffle.

Another thing on Workcover isthat we have had our first claim ever in the past few months, so none of our fees
should be because we have had prior claims. We find that employers are hit al thetime. The claim iswhat we
would cal ashonky claim, but thereis nothing we can do about it. We just have to pay whatever way it happens,
but it affects our next year’s premiums. | know that is perhaps not what the committee islooking at today, but that
istheredlity. Our first clamis— —
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Mr McQUILTEN — Why do you think it isashonky claim?

MsWHITEHEAD — Because the guy only worked for us for two weeks before he put in an RSl claim
to us. RSl generaly isalonger term thing. There are people from one areathat have al gone to the same doctor,
and all have Workcover claims.

The CHAIRM AN — Have you finished making your statement?
MsWHITEHEAD — Yes.

Mr CRAIGE — | would like to explore a couple of thingswith you. Y ou process abalone and freezeit or
canit and only export it.

MsWHITEHEAD — A very small percentage, probably lessthan 1 per cent, would be sold in Australia
Mr CRAIGE — Do other states compete in the same marketplace as you?

MsWHITEHEAD — Yes. Generdly Victoria, South Australiaand Tasmania are the main states, and
then South Audtrdia

Mr CRAIGE — The committee has heard much about where Victoriais placed in Workcover, but you
would be pleased to know that seafood processing in Victoria has the highest Workcover premium of any state.
That then placesyou at a severe disadvantage. The information that has been provided to the committee on seafood
processing, which is your category according to the material that has been provided, showsthat in Victoriayou
have ahigher rate.

Mr THEOPHANOUS — Isthe materid you arereferring to Liberal Party materia?

Mr CRAIGE — The material was provided to al committee members. Does the higher premium then
placeyou at a disadvantage in that export market?

MsWHITEHEAD — Our costs would therefore be higher. It isafairly price-conscious market. It never
used to be.

Mr CRAIGE — A very price-sengitive market?

MsWHITEHEAD — It has become that now; it never used to be. The lowest price getsit. The only way
we are ahead in Victoriais that we have adifferent size than Tasmania. We have asmaller size, and that gives us
one advantage to offset the higher cost advantage.

MrsCOOTE — You said you have written letters and were having communication problems. Did you
write just to insurance companies or to Workcover?

MsWHITEHEAD — No, just insurance companies.

MrsCOOTE — Y ou have not approached Workcover and it has not written to you explaining there
would be premium increases and given you the information you might need?

MsWHITEHEAD — No.

The CHAIRM AN — How would you sum up the effect on your business of the 65 per cent increase
without GST?

MsWHITEHEAD — Itisjust adding to al the costs, really. We cannot say that we will not employ
anyone, because when the fish come in we have to do the work. It is certainly adding to our base costs, and we are
trying to look at other avenues where we can employ people. We are not looking to get around Workcover, but we
are even looking at a subcontracting type of employment where they pay all the costs and we just pay them a
one-off figure. We ill haveto do thework, soit isreally adding to our overall costs and making usless
competitive in the market.

We have other pluses because our product is specia. We have developed things that other abalone people have not,
so we have an edge in the market there, but thereis only so much of an edge that people will alow before they do
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not buy your product.

We are concerned about the continual costs that we have to pay, and this Workcover bill was aredly steep onefor
asmall business. We are only what you would call asmall business.

MsDARVENIZA — Y ou have obvioudy had asignificant increase, and alarge percentage of that is due
to the fact that your industry rating has gone up two categories. Would you have any objection to the committee
getting from Workcover the detailed breakdown of exactly why your premium has gone up and how it compares
with other years?

MsWHITEHEAD — No.

The CHAIRM AN — Ms Whitehead, thank you for coming today. The committee will send you a copy
of the transcript. If you have any queries on that, please et us know.

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

Mr Robb, | understand you wish to talk to the committee about Workcover. If you make an opening statement then
the committee may ask some questions.

Mr ROBB — | wonder if | am here under fase pretences, because what everyone has said so far is
essentially what | want to say. My problemisthat | am in the hotel industry. We have been the whipping boys over
the past two years with gambling and drinking. My premium has gone from $12 200 to $23 500. | have written to
Workcover and | have written to my local member and various people, and | have not got a satisfactory answer as
to why thisis so. That is essentially my beef — that the premium has got too high. | have only had oneclaimin
30-odd years.

Mr THEOPHANOUS — Do you have an objection to the committee asking Workcover for that
information now on your behalf?

Mr ROBB — Sure, please. The second thing isthat it has al been abit confused by the GST being
brought in. That has clouded alot of issues, because from my point of view we are having agreat ded of buyer
resistance at the marketplace end — for instance, a pot of beer currently is $2.65 and thereisagreat deal of
resistance. We have lost about 15 per cent of our market share, along with CUB, because of the price. It is partly
GST, but it is partly Workcover and payrall, al those things with add-on componentsin them.

It islike insurance premiums, which is another issue again. Y ou have stamp duty and then GST on top of al the
rest of it. Small businessisreally suffering grossy from government overcharges. Mr Theophanous, nobody in our
industry or any industry really objectsto wanting to help people who are serioudy injured. That isafacility we
believe as a community we should go ahead with, but | think we also have aquery about whether the community
can inthelong term afford the amount of payouts that have been paid. That may well result in the judiciary handing
OUt excessive outcomes.

Maybe that isthe end to control rather than the bottom end. That is another issue. Can we as a society keep
affording to pay out those huge amounts of money? | had one case | claimed involving a guy who seven years ago
had aseriousleg injury. | absolutely agreed with the claim. Within two months he was paid $63 000, and within
two months he was white-water rafting. | have to argue the toss, as did the two ladies before me, that there are some
problemsinthisarea. That isessentidly dl | haveto say.

MrsCOOTE — One of the hotdiersin my eectorate has had alot of trouble with Workcover. The hotel
will no longer employ young casua people, which he fedls sad about because it used to give young people an
opportunity to get into the work force. Isthislikely to affect you? He has said that isadirect result of Workcover
increasing premiums. Will increasing Workcover premiums affect the number of young people you might employ
a The Whaer'sInn?

Mr ROBB — We have aproblem in that we employ 22 full timers and 45 casuas, a disproportionate
number, but we are in the high hospitality areawith anight club, and we employ alot of university students. In our
case no, because we have adense, high-operative business and we need the employees. Wejust put up the price,
and that at the end is meeting resistance right now. In town one hotel is buying beer from the Geelong brewery at
$55 akeg. From CUB it is$129, so heis putting it out at $2. University kids, being university kids, enjoy that; itis
cheap beer. The difficulty liesin the market breakdown. To answer your question, no, because we are such a busy
hotel it has not affected usin that regard. | cannot argue there have been unemployment problems related to the
hotel. We are ill running at full employment.

Mr BEST — What about your claims experience? Y ou have said you have had only one?
Mr ROBB — One.
Mr BEST — How isyour relationship with the your claims agent? Are you happy with him?

Mr ROBB — We have had good relations with him over along time. There areissues about public
liabilities, asyou are aware, but many hotels, particularly in the country, are poorly served. Up in Casterton there
are small hotels which do perhaps 10 to 15 kegs aweekend which cannot get insured for public liability. They are
being knocked back. | have written guarantees from our particular company that they will stick by usin the event of

claims, but | suspect that is only because we have a huge insurance policy, a huge group structure, with them.
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Mr BEST — | wonder what explanation was given for the increase in premium from $12 223?
Mr ROBB — | have not had a satisfactory answer, which iswhy | wrote to the local member.
Mr BEST — Was he able to get anything out of Workcover?

Mr ROBB — He wrote back and said he was having difficulty too!

Mr BEST — If | wereyou | would send aletter to Minister Campbell.

Mr ROBB — No, it will beright. But it isashock, and | am not sure that that isindicative of the rest of
the industry.

Mr BEST — My understanding isthat the industry has increased by one category, from 2.23to 2.70.
Mr ROBB — My payroll is about $800 000 a year.

Mr BEST — What wasit last year?

Mr ROBB — About the same.

Mr BEST — That is not the reason for your increase?

Mr ROBB — No.

Mr BEST — But you cannot get a satisfactory explanation about the increase?

Mr ROBB — No.

Mr THEOPHANOUS — Glancing over your record from Workcover, which | will send down to the
other members, it gppears to me that you have had an increase in your business, that the remuneration has increased
by 24 per cent from the previous year to this year.

Mr ROBB — No, that is not right.

Mr THEOPHANOUS — | am happy to read it out to you. It states that your remuneration for 200001 is
$842 500 estimated —

Mr ROBB — That is excluding apprentices.

Mr THEOPHANOUS — Thiswas $92 500 higher than your 19992000 figure , and that accounts for
24 per cent of theincrease in the premium. So | congratul ate you for expanding your business.

Mr ROBB — It has not expanded; that is the whole point.

Mr THEOPHANOUS — The point isthat you are paying more in remuneration. The second point |
would make to you isthat the increase has gone from $13 966.51 to $23 401, but $2127 of that is refundable GST.

Mr ROBB — Right.
Mr THEOPHANOUS — Soin fact your increase is $7307. That is the actua increase in your premium?
Mr ROBB — Fifty per cent.

Mr THEOPHANOUS — Itisa50 per cent increase, but part of that 50 per cent is aso taken into account
by the fact that the remuneration has gone up. So it isnot an even 50 per cent increase, it islessthan that overall. |
accept what you are saying — that the whole industry has gone up by one category and that has affected your
premium.

Mr ROBB — Twenty per cent.

Mr THEOPHANOUS — Which | accept. Do you accept the explanation that where there have been
fewer accidents some industries have come down and where there have been more accidents some industries have
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gone up? Y our own business may not have had an accident but there have been more accidentsin your industry as
awhole. Do you accept that explanation?

Mr ROBB — Yes, that isacommon argument, but it still does not help me or our industry, which is under
extreme pressure now.

Mr THEOPHANOUS — Ian't it up to the industry to have safer workplaces? We are happy to get
Workcover to work with your industry to try to reduce the number of accidents, and that will mean areductionin
what your industry is paying relative to other industries. In the end it is about safety, isit not?

Mr ROBB — | agree, and we spent considerable time and effort on safety. But again, is society willing to
pay for al this? In the end the consumers are going to pay for it, aren’t they?

Mr THEOPHANOUS — Are you aware that Victoria has the lowest average premiums bar one state in
Audtrdia?

Mr ROBB — No, | was not aware of that.

Mr THEOPHANOUS — The average premium in Victoriais 2.22 per cent, which except for
Queendand isthe lowest in Audtralia. Some people mentioned New South Wales before; the average premium in
New South Walesis 3.5. But it isaquestion of how you distribute that 2.22 per cent. | accept the arguments you
have put, but do you support the notion that the industries that do not have accidents should not have to pay as
much asthose that do?

Mr ROBB — But if you have preconceived ideas like that, why are you cdling usto talk to us about it?
Mr THEOPHANOUS — It was the opposition that did this.
Mr ROBB — | see, soiitisapolitical issue. That isdl | haveto say.

Mr McQUILTEN — You said before that your business has dropped about 15 per cent on beer sales and
that is because of the GST.

Mr ROBB — That isright. Look, | am not trying to argue Workcover. | think that is another issue on
which our industry has to make a statement. Our industry is probably better off with GST because we are at the
coaface and we really get it first. We have good programsin place and it flows straight through for us, but | would
not like to be down the line where | have to keep issuing invoices or something like that. But it works very well for
us.

MrsCOOTE — One person we spoke to today said they are very tired of the emphasis being put on to
the employer rather than the employee so far as safety in the workplace is concerned. Would that be your feeling
about it, that the employee rather than the employer should be encouraged to take better work safety practices?

Mr ROBB — Absolutely. We have spent alot of time and money in our industry over the past five years
doing exactly that. For instance, | spent three months last year writing amanual for our hotel — every detail in the
whole place was written down, about what to do and what not to do. We have done that specificaly for public
liability more than anything else so we could say in the case of arecent court case that we had gone through al the
activitieswe possibly could. Every employee | take on gets one of the manuals and istested on it. That getsthem
through my insurance company so thereis no excuse. We have paid alot of attention toiit. It isall very well to say
we should do this and we should do that and safety istheissue, but alot of industries have spent alot of time and
effort on this and we get kicked in the butt again by upward premiums.

Mr CRAIGE — Thank you for coming and being so forthright. Y our frustration is evident in that you
have done alot of work to try to minimise your own persona claims and make your workplace alot safer, but you
do not see that happening. | guessthe thing that frustrates you is seeing the work being done but not seeing any
return on that work.

Mr ROBB — That isright.

Mr CRAIGE — So how do we get to a position where you can?
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Mr ROBB — | am suggesting we need to ask where are we going to go. That isthe point | was leading to
philosophically in thefirst place. How much can society afford to pay? If you are willing to put up the price of the
final retail product and hand it back to the consumer again to pay it, how can he? Heis getting taxed too. Itisa
never-ending cycle.

MsDARVENIZA — Y ou are saying you would like this government to make changes to the Workcover
system that the previous government put in place and that you have had difficulty with over aperiod of time?

Mr ROBB — | am not herefor apolitical argument, frankly. | thought the limitation on common law was
sensible. | do not want to get into an argument about that, either. It was sensible in the sensethat it kept usdl in
proportion to what the growth factors were as we went along. But | am not disagreeing with Mr Theophanous's
earlier argument that there may be different and better ways of doing it. Perhaps we should explore some options.

Mr THEOPHANOUS — | can assure you we will exploreit.

The CHAIRMAN — Thank you for coming today. We will send you a copy the transcript. We appreciate
your input.

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

Mr Egan and Mr Westlake, the committee appreciates you again giving your timeto assigt it initsinvestigations.
Y ou are here today to talk about Workcover. | invite you to make an opening statement after which the committee
may ask some questions.

Mr EGAN — Thank you for the opportunity to be here again. We have prepared a submission that | will
attempt to go through in as quick atime as possible so asto alow the committee time to ask questions. The
Midfield Meat Group is how one of the largest, if not the largest, meat processorsin the state. It produces meat and
associated products for the export and domestic markets. It isthe largest private employer in the region.

Over the past five years the group has invested $15 million in capital projectsincluding building a new beef export
plant in 1995, a small export plant in 1998 and upgrading the existing domestic plant in 1998 to full export status.
Sdles over that time have increased by 300 per cent to a projected annud turnover in thisfinancial year of

$160 million. More than 70 per cent of those sales are bound for the export market.

Over the same period the number of employees has more than doubled to more than 500 and the group has
experienced amassive increase in Workcover premiums from $319 000 to an initial premium of $1.3 million for
thisfinancial year. That represents a 61 per cent increase on theinitid premium of $793 000 for thelast financia
year. In that time the group’ s estimate of remuneration hasincreased by only 11.5 per cent. With the reintroduction
of common-law access we believe the confirmed premium will mirror theinitial premium incresse.

The group now regards the workers compensation system in its present form as the no. 1 threat to its business. The
additional funding required to meet vastly increased premiums affects our borrowing and cash-flow requirements.
Accordingly, we have deferred decisions to undertake a couple of projects worth $4 million, including the
development of afurther set of plate freezers and cold storage facilities at our plants. That would give us additiona
capacity and production, and therefore the capacity to create afurther 200 jobs.

The problem that confronts us with Workcover is determining how the premium affects our business. The number
of components of formulas used makes it very difficult for an employer to understand and comprehend it. We are
not actuaries; we are in the business of producing and selling meat to the export market. We have had two different
agents from two different companies endeavour to break down the components of the premiums and explain them
to us, and even they are struggling to cometo gripswith it. If they are struggling we have a problem. We believe
that needs to be addressed. It needs to be simplified in some form so we can clearly understand and gauge how that
premium is affecting our businessin terms of claims, injuries, et cetera.

The F-factor has increased markedly thisyear. It isin the range of 50 per cent to 70 per cent for our particular
agent. We do not know why. The employer is not given information to determine how that is derived. We struggle
to determine why agents' F-factors are more than three and even up to six when they have been told they are within
80 per cent of government actuaries. That should equate to an F-factor of around the 2% to 1 mark.

In recent times, the meat industry has withessed many plant closures with a consequent loss of employment. Some
of the plants closed a number of years ago, but there are ill claims arising from those plant closures. We believe
they are not genuine and a number have been exaggerated with aview to liberating more funds from the system. As
acurrent employer in the scheme we cannot assess or challenge the estimates being applied by agents to those
claims as normally would be the case. Whileit is difficult for usto measure the effect on the meat industry rate, we
are surethat as a current employer in the scheme we are bearing the cost. We certainly believe it has contributed to
keeping the meat industry rate at the maximum it has been for the past four years.

We aso note that by stealth the government has removed the 20 per cent cap on theindustry rate increases and the
F-factors and has not provided any information in support of that action. Obvioudy one of the major components
and factors which affect our premiumsis claims. Thisis another areawhere we believe the system works against
the employer. We acknowledge that because of the nature of our industry and the product we handle there are some
limiting factors placed on our ability to utilise engineering controls, et cetera, to reduce workplace hazards.

We are unable to use absorption material to reduce noise because it will harbour bacteria, and water temperaturein
sterilisers must be kept at atemperature of 82 Celsius, which can lead to increased risk of burns. Our employees
must work in an environment where temperatures have to be kept low so thereisan increased risk of muscle strain
due to them not being able to warm up properly.
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Neverthel ess, the meat industry and Midfield have invested large sums of money in looking into causes and
solutions to those problems. Midfield hasinvested heavily in technology such as cut-resistant gloves, disposable
gloves, powered hand tools to reduce the risk of RSI-type injuries, height adjustable work platforms, powered
conveyors and mechanica wrappers. We aso contract a physiotherapist to come on to our site to treat employees
with muscle soreness and strains hoping that by early intervention we prevent those types of injuries from
becoming seriousin the long term.

Unfortunately, injuries till occur despite our best management practices. The management of such injuriesto
ensure that the employee istreated and assisted to recover isvital, aswe dl acknowledge. It is aso important to
encourage and support employees back to their pre-injury duties as soon as possible. Being injured at work is
traumatic for the employee and returning to pre-injury duties allows them to resume their normal life.

Medical practitioners— GPs— are thefirst step in the chain to assist the employee to return to work. To do that
they must work hand in hand with the employer’ s return-to-work coordinator. However, GPs are either reluctant or
too busy to work with our return-to-work coordinators. We have worked hard to find real and meaningful tasks that
injured employees can perform while recovering. They need to discuss those tasks with GPs, aswell as how they fit
inwith aternate and modified duties and the longer term strategies for rehabilitation. GPs need to be trained to
adequately address those issues and be aware of how important they are from the employer’ s perspective, let alone
that it is crucial to their patient’swellbeing. Those GPswho are not prepared to be part of the solution and those
who have a history of not actively working with employersto assist rehabilitation should be disalowed from
treating Workcover-related injuries.

GPs are also somewhat lax in the issuance of Workcover certificates. Wherethereisno visibleinjury, they tend to
treat the injury on the basis of the employee’ s symptom description and without athorough investigation.
Certificates are then issued for time off work without further consideration. We believe legidation should stipulate
that GPs be required to discuss options with the employer prior to certificates being issued. GPsissue ongoing
certificates while the employee iswaiting for an appointment with aspecialist physician. The ability for the
employee to undertake aternative dutiesis not considered or investigated. In many cases employees are capable of
undertaking modified duties while waiting for thisreferral. The employer wears the additional costs of the
employee not being available to tend to modified duties.

The system is open to and does incur fraudulent claims. | refer to arecent example from our files. An employee
claimed a significant injury, convinced the GP that he was unfit for any duties and was given four months off. The
employee was placed under surveillance and it was discovered he was undertaking tasks while off work that were
clearly inconsistent with the injury for which he had lodged a claim. The GP was requested to view the surveillance
video and then revisit his assessment. He virtualy acknowledged that he had been duped.

The CHAIRMAN — Mr Egan, we are running out of time. Perhaps you could move on to your next
points. A copy of your submission will be given to each member of the committee and the committee will trest it as
aforma submission. Everything that isin the document will be included in our deliberations. However, so that
therewill betimeto ask questions, | ask you to move quickly on to paragraph 3.3 and then go quickly through to
thefinish.

Mr EGAN — Yes. | will finish on that point. The employee’ s Workcover claim was denied but it has had
asizeable effect on our premium.

| also note that employees with non-workplace injuries, such as sport injuries and injuries that occur in the home,
make claims on the Workcover system and that isthen acost to the employer.

Solicitors have a vested interest in ensuring that claims, whether they be sport, home-related or otherwise, make it
into the Workcover system. That iswhere they get their money. They advertise and that is only promoting the
claimsinjury growth on their behalf.

We are dealing with a no-fault system where the employer is at fault regardless of whether the employee
ddiberately disregards the policiesimplemented by the employer and injures himself or another person. Despite the
employer’simplementation of occupational health and safety policies and alcohol and drug policies, and the
introduction of rules and regulations for the use of equipment, et cetera, the employer isat fault.

Obvioudly, the economic impact of the premium — | referred to our deferra of a$4 million project — affectsthe
community. If we cannot employ more people that will have an effect in Warrnambool. We have seen the
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we certainly will not be doing it until we get to the confirmed premium stage this year and have alook at what is
coming at us. Our past experienceisit will be vastly more than theinitia premium, particularly with the
reintroduction of common law.

We believe there should be aworkers compensation scheme that adequately protectsinjured workers. That goes
without saying. That ensures employers are making health and safety improvements and reduces injury rates but at
exorbitant costs to us because it prevents us from achieving what we have to do to promote our business and sl
our product overseas. We are competing , particularly in our industry, against people who are subsidised. The only
way we can compete with them isto minimise our coststo the fullest extent possible.

Y ou will see some suggestions when you go through the submission. At the moment we are incurring a cost that
would reside normally across the broader community. If the system is hot changed to reflect that, we believe the
community should bear some cost aswell. In the past there was talk of combining Workcover and TAC and
utilising the surplusin TAC, and that is a possible method to pursue. Another aternative could be alevy acrossthe
greater community — | know that is politically unpalatable — such as atax of $100 per head to meet unfunded
liabilities, and so on. However, if that impogt is taken from employers such as uswe will invest in growing our
business and that will create more employment so the economic benefits would outweigh by far such an impost.

The workers compensation premium has had a significant effect on our business. As an employer and a corporate
community we want to create a Situation where we can employ people and give back to the community. Workcover
is strangling our ability to do that. Without a doubt our greatest concern from this point forward isthat we cannot
see when our premiums will stop increasing. We cannot see when we will get abreak to alow usto accomplish
what we are trying to do.

Mr BEST — Thanks, Alex for an extensive submission, once again full of detail.

To address one component of the problem, agreat dea of emphasis has been placed on the role of the employer in
establishing occupational health and safety committeesto work on safety issues, so thereisaresponsibility for the
employer to create a safe work place and safe work practices. What about issues relating to employees and their
conduct within the place of work?

Mr WESTLAKE— To give an example of that, we have invested in technology such as cut-proof gloves,
which have been very effective. They probably reduce our workplace accidents by 80 per cent. It is very effective
technology, the latest thing, which alows peaple to still do fine hand movements but not be restricted by the old
chain mesh glove. We have identified the positions where those gloves should be worn, and the people have been
made aware of that and made to understand that in a meat environment there needs to be an overglove to protect for
bacteria, and so forth. But the employee on one day for whatever reason chooses not to put that glove on. He puts
his overglove on so a aglanceit looks asif he iswearing the protective glove, so if hetakes aknife and cuts
himself thereis no recourse because it is ano-fault system. Automaticaly that employee goes straight into the
system and might have aweek off or whatever. Razor sharp knives are apart of the job and a cut can be very
dangerous.

Mr BEST — You are getting to the point | want you to address. Y ou have a substantial work force and |
know the culture of the people in that work force. Do they aways come to work in the best condition? Are they
awaysat alevel to perform at their optimum ability in pursuing their workplace activity?

Mr WESTLAKE— | guesswe have a cross-section of the community. With awork force in excess of
500 we have alarge cross-section of people and certainly afew of the peoplein that cross-section are perhaps not
quitefit for the task. We are obvioudy introducing other policiesto combat that, such as our position on drugs and
alcohol, with a supporting mechanism so that if we have people who have that happen in their liveswe can offer
support through community groupsto try to resolveit. Absenteeism is part of that. So we are addressing those
peripheral issuesin addition to the obvious things about people cutting themselves.

Mr EGAN— It does affect performance and injuries result. There is no doubt about that.

Mr BEST — | do not want in any way to be flippant about this but there seemsto be alevel of frustration
in the community about the fact that the onus for maintaining good, safe workplaces and complianceis on the
employer, with no level of responsibility being put on to the worker.

Mr WESTLAKE— Under the current system you can get the employee to the point of being a
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contributor to negligence but not until you start to talk about negotiating an appropriate amount of compensation.
Y ou can discipline your employee but there is no action you can take.

Mr McQUILTEN — | beg to differ.
The CHAIRMAN — Hold it! We are not here to debate.
Mr WESTLAKE — That is our understanding of the situation.

Mr McQUILTEN — | have anumber of questions. Could we look at your claims and history and the
make-up up of your hill at the moment? Have you any problemswith that?

Mr EGAN — No problemsat all.
Mr THEOPHANOUS — Do you mind if we get it from Workcover?

The CHAIRMAN — | have had alook at that over the break and do not believe that isin order. If you
want to have achat about that in committee later on | am happy to do that, but the resolution we have passed does
not in my view alow usto do that.

Mr THEOPHANOUS — | would like to move dissent from your ruling, Mr Chairman. | believe that the
person before us at the moment has dready said heis happy for the committee to ook at the Workcover
information. Workcover is here and has that information so | see no reason why it should not be made available to
the committee to help this person with his claim. | would move dissent from your ruling.

Mr McQUILTEN — | do have another question.
The CHAIRMAN — Hold it! We have to ded with the resolution firgt.
Mr THEOPHANOUS — If you want to clear the hall to do it, | am happy with that too.

The CHAIRMAN — From my reading of the minute dealing with the seeking of information from
Workcover, | believeit means that the executive officer would seek that information. It goes on to say that it would
be commercia in confidence unless we passed a resolution indicating that that not be the case. So the point and
question is: who seeks the information from Workcover once the witness has agreed to have that information? Isit
okay for that information to be made available to the committee? My view would be that the committee should not
act through individual members— that it should act through the executive officer in seeking the information. That
isthe basis of my view on theissue.

Mr THEOPHANOUS — | would like to speak to my motion of dissent and | am happy to do it here.

The CHAIRMAN — If we are to debate it we should do that in camera, which | hesitate to do, given that
we have many people here and that we are aready behind in our time schedule. Y ou want to debate it?

Mr THEOPHANOUS — Yes.
The CHAIRMAN — | haveto reluctantly ask everybody to leave. | hopethiswill not taketoo long at all.
Hearing suspended.

The CHAIRMAN — Mr Egan, | apologise for that break in proceedings. We have resolved our situation
and we still have afew minutesto go. Can | invite any other members of the committee to ask any questions?

MrsCOOTE — First of al, | would like to thank you for the submission. | thought it was comprehensive
and you clarified many questions | have asked of others, so thank you. | want to elaborate on your remark that the
cash flow issue was ano. 1 threat to your business. Y ou said you deferred capital development that would have
given an additional 200 jobs, and then you talked about the state of the government and a number of other issues.

Y ou were concerned about where this premium increase may end. If there were a61 per cent increasein your
premium rate next year, as there has been this year, aside from deferring capital devel opment, would you put

people off?

Mr EGAN — It isnot something we would like to contempl ate but we would have to. | cannot sit here
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need to look at every area of our business and fine tune it absolutely, and that comes down to employees aswell
and labour costs. | cannot say we would, but it would have to be a consideration. Sorry, there is another option
there. We might haveto look very hard at further automation and perhaps |ose some of the quality control we have
because of it.

Mr THEOPHANOUS — | am afraid that the committee will not be able to look at the information that
Workcover, sitting just behind you, has because of aruling of the committee today, so we are not able to assist you
at the moment. But | do want to ask you some questions. In your submission you asked rhetorically, ‘When will our
premiums stop increasing? May | suggest that the answer to that question might be when you or theindustry stops
having accidents? Would you agree with that, given the structure of the way Workcover works?

Mr EGAN — Not entirely. It might stop when the industry stops having — ook, we have accidents and
we have said there should be a scheme to cover for that happening.

Mr THEOPHANOUS — In fact you have many accidents, don’t you?

Mr EGAN — | disagree with that. We have possibly one company that has anumber of claims more than
any other, but | do not believe we have alot of accidents.

Mr THEOPHANOUS — So how do you explain the increase in your premium, if you do not?

Mr EGAN— Read the submission. It mentions medical practitioners and the legal fraternity taking
injuries that have not occurred in our workplace, bringing them on to the Workcover books surreptitioudy - -

Mr THEOPHANOUS — There are doctors working for every employer in Victoria. Yoursis not the
only company whose employees go to doctors for Workcover claims. How come al the faulty claims are
happening in your business and nobody else' s? Isthat what you are saying?

Mr EGAN — | am not saying that at all.
Mr BEST — That is not the evidence we have heard today.
Mr EGAN — Itisnot just happening in our business, it is happening in others.

Mr THEOPHANOUS — It is happening in others, but anumber of other businesses are not having
accidents. Are you suggesting the businesses that are not having accidents and whose premiums are coming down
should be levied to pay for your accidents?

Mr EGAN — | am not suggesting that at al. If you read our submission you will see we suggest we need
to look at the way injuries are defined and how they are finding their way into the Workcover system. Injuries are
finding their way into the system because of doctors, and because of solicitors using the right doctorsin order to
extract more money from the system.

Mr THEOPHANOUS — Are you suggesting we should bring back the $100 tax brought in by the
Kennett government in order to reduce your premiums? Y ou have suggested that your premiums should be reduced
though you have had accidents. Victoria has the second-lowest premiums on average, which is 2.22 per cent. Y our
industry pays more because it has more accidents. The only way we can reduce your premiums is to make those
who have fewer accidents pay. Do you think that isfair?

Mr EGAN — We are endeavouring to make our workplace as safe as possible. Despite doing that we
seem to incur more claims, we seem to incur claims that are not genuine, and we seem to incur claimsfor costs that
areout of al proportion to the injuries. We are doing everything in our power to keep our injury rate down.

Mr CRAIGE — | notethat you have five separate businesses registered as Workcover identities within
your company. Does meat wholesaling incur the highest cost factor? Expenses associated with long-distance meat
agencies and animal skinswould be only a handful of the costs associated with the business.

Mr EGAN — Meat manufacturing iswhere our mgjor cost lies.

Mr CRAIGE — Wereyou aware that Victoria s Workcover premiums are higher than those in New
South Wales and South Australiain mest processing?
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Mr EGAN — | wasnot, no.

Mr CRAIGE — Itis, and we hear so often in meat processing in particular that Victoria has one of the
lowest premiums, but in fact it is higher than the two states that adjoin Victoria— New South Wales and South
Austradia— which compete in the same marketplace, don't they?

Mr EGAN — Yes, exactly.

Mr McQUILTEN — | refer to apoint we talked about before about changesin your work environment,
fixing up the gloves and dl the new machinery. | recently had a meeting with another major meat manufacturer in
Victoria. One area of that company’ s production had alarge number of claims and problems as opposed to the
other areas of the business. | suggested that it change to a management system that is often used by other
companies but not by abattoirs. | have since organised a meeting with the Department of State and Regional
Development and the company and it is proceeding with the changed management of the particular area. Half is
funded by the state government and half by the company — it could even be three-quarters: | would have to check.
The bloke' snameis Rob Jonesin Ballarat, from the Department of State and Regional Development, and if you
talked to him | believe you could get some major assistance in trying to effect change on the work floor in the way
the employees view the job, safety and the needs of your company.

Mr WESTLAKE — | havejust two thingsto add. So that the committee understands our submission in
whole, | point out that | sit on the editorial team for the national rewrite of the occupationa health and safety
guidelinesfor the red meat industry in Audtrdia. It istripartite documentation and we work closdly together. There
are hundreds of examples. Thismorning | wasin the plant and aguy off the floor came to me and said, ‘ Andrew,
thismat isworn out; can we get anew mat? . He got his new mat. The consultation process is strong between us
and our employees, and it will continue.

| take your point and hear what you are saying. | am comfortable that we are active in that area. From the
technology area, our involvement in the rewrite of national guidelines has given us access to world best practice. |
want the committee to understand that the problem we have with some of our most significant claimsis managing
that injury to its completion — that is, taking the employeeto hisor her pre-injury status. The barrier for usisthe
GPsthat are selected through the solicitors who actively have abusiness and interest in this because it istheir
business. They send the employee to a particular doctor knowing full well they will get support, and | have
examples of doctors taking people off trestment medication so that they do not get well. That isan example. Also,
there have been two or three things that have happened in the court system in Warrnambool. Briefly, the employee
has an ability to work and yet the court system allows him or her to drive hisor her claim ultimately up.

Mr McQUILTEN — That isthe reason | am suggesting you consider a change in management. Itis
about getting the employees to change their attitudes about things such as areturn to work, and to look after the
company’ sinterests and also their own interests.

The CHAIRMAN — Mr Egan and Mr Westlake, thank you for coming today. The committee will send
you acopy of the transcript so you can check what you have said. Thank you for your time.

Witnesseswithdrew.
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The CHAIRMAN — Mr Daniels, thank you for your time. | am sorry to have kept you waiting longer
than expected.

All evidence taken by this committee is subject to parliamentary privilege and is granted immunity from judicial
review pursuant to the Congtitution Act and the Parliamentary Committees Act. Y ou wish to speak about
Workcover. | will ask you to make an opening statement and then we will ask some questions.

Mr DANIEL S— Thank you. Basicaly | wanted to let the committee know of the circumstances that the
restaurants work under the current award. | am general manager of both McDonalds restaurants in Warrnambool
and we come under that award. We have had a 27 per cent increase in our rates compared to last year, 10 per cent
being GST. The biggest problem we are faced with at the moment is the lack of succession between employers
rather than the actua businessitself.

I will give you ascenario here, if | may. For example, say you own arestaurant, whether it be McDonalds or
something else— and | have one. Y ou buy mine and | buy yours. Y ou have been agood employer for the past

10 yearsand | have been abad employer. | have seen Workcover premiums going up, putting in claims, al that
type of thing, but you have not — you have put the safety programsin place in your workplace, followed the letter
of thelaw al theway aong. | buy your business and | take over your rate. Y ou buy my business and you take over
my rate. Y ou are then disadvantaged for the good work you have done in your workplace with your employers and
employees, making sure that safety levels are covered all theway aong. | have benefited to the point where | can
comein, take over alower premium, pay less money for that and then down thetrack if | wish | can sdll it and buy
my old workplace and that premium back again. That isto my disadvantage of course, but if | am a shonky
operator prior to day one that will happen, becauseif | was not it would not have ssemmed down al aong.

Our industry rate is currently 2.27 per cent. Again, that comes down year by year if there are no claims madein the
previous year. Currently with the two operations, bearing in mind that one of the restaurants in Warrnambool has
been here 11 years and the other 4 years, we have nearly a4 per cent differencein the two premium rates. Both
have exactly the same operator or owner, the same general manager — mysalf — between the two restaurants,
exactly the same procedures put into place, the same equipment used throughout both restaurants, yet thereisa
variation of 0.4 per cent in the rate, purely because one has been open for Six or seven yearslonger than the other.

Again, if we get to asituation where the operators of those stores decide to sall the east store and keep the central
store, the central store rate will apply to that licensee, even though he has had that workplace history for 11 years.
Hisfour years history in the central storeis taken into account and not the 11 years.

Mr BEST — Neither outlet has had aclaim?
Mr DANIELS— No, not at all.
Mr BEST — It ispurely based on history?

Mr DANIEL S— History of the length of business, not of the employer. No account is taken of the
employer’s service, whether it be good service or bad service. Likewise, if | have abad history in 11 years a the
old store, | can open the new store and be on the industry rate. The old store may have got up to 3 per cent but you
can open up atotaly new business and it starts at the industry rate of 2.27 per cent.

Mr McQUILTEN — Why don't you close down that old store and open it up two weeks later?

Mr DANIEL S— Y ou can actudly do that, believe it or not. Y ou can close the business and reopen a
business on the same site or adifferent site, but you cannot add to your existing business. If | wanted to close the
one down the road and open it at another location, | could then carry on my existing rate, but | cannot open anew
business. What you are saying is exactly right.

| understand from discussions | have had with the Workcover authority in Melbourne that the New South Wales
systemissimilar to the old Victorian system, where the succession rule applies to the employer rather than to the
business. If you leave your business and you have a good history rate, you can take your history with you to the
new business, keeping in mind that it isin the same industry, rather than that history staying with the business.

Basically, | wanted to et the committee know that the current situation is that the business has the industry rate, not
the employer, whereit isthe employer that puts the practices into place and maintains the practices, not the 519
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business. With other people in asimilar situation, where they have more than one businessin any one town or
metropolitan areg, they aredl in exactly the same Situation.

Another matter that came to my attention late last week involves exactly the same situation that happened at
McDonads, and the new licenseeis up for an $80 000 Workcover hill.

The CHAIRM AN — Because of the succession rate?

Mr DANIEL S— Because he has bought a business that has a bad history. Maybe he should have |ooked
into it in the first place, but he has been alicensee for 15 years and his service is not taken into account, nothing is
taken into account, because the last operator did not look after his business the way he should have. The new guy is
disadvantaged because of that, even though he has been in the businessfor 15 years.

Mr THEOPHANOUS — | understand that you would like the committee to examine the succession rule.
The succession rule has been in place and had been operating under the previous government. | do not know what
employers want. Y ou can have either: you can take the history of the employer, or the history stayswith the
business, one or the other, but you cannot do both. Y ou are suggesting that it should go with the employer rather
than with the business. | do not see why that should not be examined, along with other issuesthat are being
examined by the government at the moment.

Mr DANIEL S— It puts the onus back on to the owner of the business rather than the businessitsalf,
because if they have good practicesin place and they have the incentive to know that the premium rate will go with
them wherever they go, it will be anincentiveto instil that safety processinto their employees throughout the
system rather than saying that they can work their heads off to get their Workcover and their safety issues under
control, but at the end of the day, once they leave, it stays there for the next guy who comes aong.

Mr THEOPHANOUS — Y ou are apart of anational company. Have you taked to your interstate people
about premiums? Are they higher in other states on average?

Mr DANIEL S— Certainly ours are higher than those in New South Wales. | could not give you an
answer on the other states.

Mr THEOPHANOUS — That must be why we have more McDonalds here.
Mr DANIEL S— Bdlieveit or not, there are more in New South Wales.

Mr THEOPHANOUS — Despite the higher premiums?

Mr DANIEL S— Degspite.

MrsCOOTE — You employ alot of young people. If again next year thereisa 27 per cent increasein
your premiums, would that affect the number of young people you put on?

Mr DANIEL S— It would not necessarily affect the number we put on but it would certainly affect the
number of hoursthey would get. Again, becauseit isworked on apayroll basis, we need a certain number of
people to produce our product, serve our customers, that type of thing. Maybe the same number of people will be
put on next year asthisyear, but the hours would be spread among those people. Ultimately, yes, people are being
disadvantaged because of the extra 27 per cent we have had this year, and if thereis an increase of 27 per cent next
year it will have some bearing on wages.

The CHAIRMAN — Mr Danids, thank you for coming along today. The committee will send you a
copy of the transcript.

Witnesswithdrew.
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The CHAIRMAN — All evidence taken by the committee is subject to parliamentary privilegeand is
granted immunity from judicial review under the Congtitution Act and the Parliamentary Committees Act.
Mr McKinniss, do you wish to make an opening statement? | understand you wish to speak to the committee on
both Workcover and the GST. If you make an opening statement on Workcover, the committee will ask some
guestions and then move on to the GST.

Mr McKINNISS — Firsgtly, Community Connectionsis awelfare agency providing servicesin the areas
of foster care, problem gambling, financial counselling, legal aid and disability services, so it coversafairly broad
spectrum. Our turnover isin excess of $3 million. On Workcover, it looksto me asif we have had about a 38 per
cent increase in premiums. That equates to about $12 900 this year, which is not funded separately by any of our
funding grants. We have to maintain that level of cost. We have avery low claims history but we till had a
increase of about 0.5 per cent overal.

The CHAIRMAN — Did that 0.5 per cent equate to $12 900 or isthat the total premium?
Mr McKINNISS— No, the $12 900 istheincrease.

The CHAIRM AN — Given that you are acommunity welfare service organisation, did you apply to the
government for additiona funding for the purpose of meeting your Workcover costs?

Mr McKINNISS— Not that | am aware. | am the personnel and payroll officer. | am here today because
our executive officer was not available.

The CHAIRMAN — You are not aware of any application?
Mr McKINNISS— | am not aware, no.
MrsCOOTE — You said you have not had any claims.

Mr McKINNISS— Very minimal. In the past two years there have been no claims. We have had
incidents that have been under the $400 limit that we have paid but there has not been any payout by the health
insurance company.

MrsCOOTE — You say you areinvolved in looking after problem gambling and foster care. Where do
the Workcover claims come into that?

Mr McKINNISS— We aso have respite care for disabled people, and the injuries occur where aclient
has got abit aggressive and got into the staff member.

MrsCOOTE — Do you have breakups of industry rates for those different areas? Obvioudy, your
disability areas would be higher than those in problem gambling.

Mr McKINNISS— Yes. Last year we opened an officein Gedong with just administrative staff, and the
premium rate in that office was higher than dl of our Workcover rates.

MrsCOOTE — How many staff are thereinvolved dtogether?
Mr McKINNISS— There are about 85 on the payroll.

Mr BEST — Where do you source your funding from for different programs? Do you have to compete
for funding?

Mr McKINNISS— A lot of it isthrough tendering. A lot of it ishistorical. Foster care has been running
within the agency for 20 years. We have just won atender from the commonweal th government for acall centre
sarvice for the aged; | think it is called Carelink. That was acommonweal th-funded program. Most of the others are
state funded through the Department of Human Services.

Mr BEST — Isthe funding for the programs that you provide competitively tendered for against other
agencies around town, or within the district?

Mr McKINNISS — Some are tendered statewide because we might have agenciesin Geelong that tender
againg usfor services. It isjust on the open tender system.
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Mr BEST — Soitisparticularly difficult for you to continually account financialy for the increasesin
Workcover?

Mr McKINNISS— lItis, because there might be an increase within that period and you cannot adjust
your contract.

Mr BEST — Someone asked you previoudly if you had approached government seeking some respite
from those increased cogts.

Mr McKINNISS— | know our executive officer isworking with the Victorian body for welfare
agencies, and they have been working through, particularly in the next areal will get into, the GST area, in
increased costs and getting some recompense for those increases.

Mr BEST — What isthe generd length of your contract — 12 months?
Mr McKINNISS— They vary.
Mr BEST — Can you give me some examples so | have some understanding of it?

Mr McKINNISS— | would say the mgority of them have been for three years, but it isreally not a
guestion | can answer.

Mr CRAIGE — The committee has heard that you have not been able to find the money to cover those
increased costs. Does that mean that you have to look at reducing services?

Mr McKINNISS — At this stage we have not had to, but we will have to be very active and proactivein
the way we provide those services. It isnot an option at this stage, but if costsincrease | can seethat that isa

possibility.

Witnesswithdrew.
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The CHAIRMAN — All evidence taken by this subcommittee is subject to parliamentary privilegeand is
granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act. |
understand you are talking with us about Workcover. If you would like, please make an opening statement, and we
will then ask some questions.

Mr DELANEY — My main concern with Workcover is subcontractors. | have employees, plus| employ
subcontractors. The thing with Workcover at the moment isthat | have to cover subcontractors yet they are
registered as a business by themsealves. They work for everyone around plus they do private jobs themselves, yet |
till have to cover them for Workcover. The subcontractors are probably earning abit more off ajob than even the
shop. For instance, if they go out to do afloor preparation and lay vinyl they could be making $300 or $400 off a
job and the shop might be making $100 or something like that, yet the shop might be taking full responsibility for
thejob. Itisnot just the floor covering game, it isthe builders, too. They have to cover subcontractors yet they area
private enterprise themselves.

The CHAIRMAN — Let us make that clear. Does the shop employ the people who are laying the carpet?
Mr DELANEY — No, they are not employees, they are subcontractors working for themselves.

The CHAIRMAN — So if you sdll carpet to person X, do you then provide person X with the name of
the contractor who will lay the carpet?

Mr DELANEY — No, but we can. If we sdll them aroom lay of carpet, for instance, we can supply it and
we can just give them the names of the carpet layers, or if they want usto measure and give them a price on the
whole job, we do that for them.

The CHAIRMAN — Soif you give them aquote for the whole job, does one of the subcontractors that
you have listed do thejob?

Mr DELANEY — Yes.

The CHAIRM AN — But you are saying to us that those subcontractors are paid separately in some cases
and in other casesthe all-in priceis paid by you?

Mr DELANEY — Yes, that isright.
The CHAIRMAN — And in al cases are you paying the Workcover premium, or only in those cases?
Mr DELANEY — No, only on the onesthat actually go through our books.

The CHAIRMAN — So let uswork this out. At the end of the year when you have finalised your
remuneration for the year, your Workcover premium would be paying for those contractors?

Mr DELANEY — Who go through our books.
The CHAIRM AN — Who have gone through your books?
Mr DELANEY — Yes.

The CHAIRMAN — Right, but in a separate situation they are doing work off their own bat and charging
peoplefor it and paying their Workcover premiums?

Mr DELANEY — If they are only working for themselves and have no employees working with them
they do not have to pay any because they are by themselves. If they are with ashop, we haveto pay. If you wanted
aroom of carpet laid and said, ‘| just want to pay one cheque’, then somebody would send you an account for it by
itself. Y et probably the best way for usisjust for you to buy your carpet and you can organise your own layer.

The CHAIRMAN — Andif | pay two cheques, the total of those two might be less because the
contractor does not have to put that on Workcover?

Mr DELANEY — No, dl the contractors charge by the metre. It does not matter whether they finish ajob
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early or if it takes them two or three daysto do it, they till charge the same. Now whether it is through the shop or
by themselves it makes no difference.

Mr THEOPHANOUS — | am trying to understand what is going on. The Victorian Workcover
Authority ishere. It might be of use to you to have a chat to them afterwards. Do you have any problem with them
showing us your records so we can have alook at thisissue?

Mr DELANEY — Yes, that isal right. | even brought some subcontractor dockets to show where they
charge by the metre, and so forth.

Mr THEOPHANOUS — When you write out acheque, are you talking about the cheque that you write
out to Workcover or to the agent — the Victorian Workcover Authority or whichever insurer — or are you talking
about the cheque that you write to somebody who does ajob for you which includes some Workcover component?

Mr DELANEY — No. At the moment the subcontractors do not charge us Workcover premiums. Itis
just what we pay them for the year. Wetotd that up and we pay Workcover ourselves, to Workcover.

Mr THEOPHANOUS — Y ou pay it to Workcover?
Mr DELANEY — Yes.
Mr THEOPHANOUS — On their behalf?

Mr DELANEY — No, at the moment we are supposed to pay it because they are classed as employees
even though they are subcontractors.

Mr THEOPHANOUS — Do they do the substantial part of their work for you?
Mr DELANEY — Most of them do.

Mr THEOPHANOUS — So in effect could | suggest to you that the reason they are being classified in
that way is based on aformulawhereby they have to be doing the mgjority of or the biggest proportion of their
work hasto befor that one company, in this case your own?

Mr DELANEY — Yes.
Mr THEOPHANOUS — That isthe reason they are being classified as employees, isthat correct?

Mr DELANEY — Yes, it isat the moment. | still do not think that isright. | could go around town and
get al different subcontractorsto do al the different jobs but the thing iswith my business| believe | haveto get
the best subcontactors, thereforeif | have agood subcontractor | will tend to push the work hisway, so he will
probably end up doing more than 80 per cent of the work.

Mr THEOPHANOUS — | do not understand your point, because at the end of the day the Workcover
premium would have to be paid. If it was paid by the subcontractor and not by you he would have to charge you in
what he charged you for the job. Somehow it would finish up being paid for one way or ancther.

Mr DELANEY — But if they were only working for themselves they would not have to pay the
Workcover.

Mr THEOPHANOUS — | do not know about that.
Mr DELANEY — No-onewould know.

Mr THEOPHANOUS — | think the problem here is that many people could be having many accidents
but no coverage, and that is not what we want.

Mr DELANEY — Two years ago, for instance, one of the subcontractors who was working for the
opposition came and worked for me probably a couple of days before Christmas and never hurt himself at all, and
about three months later he gave me a Workcover claim. | said to him, ‘Well, you never hurt yoursdlf with me', and
hesaid, ‘ That'sright. | have had aprogressive injury over years and years, and because you are the last person |
worked for | am supposed to put the claim through you'. Y et he only probably did a couple of dayswaork for us.
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Mr BEST — When it did this happen, last year?
Mr DELANEY — No, thiswas probably a couple of years ago now.

Mr BEST — | am like Mr Theophanous. | think it is either where the premium actually originates, or if it
isnot a premium it is where the subcontractor takes out insurance on his own behalf. | wonder whether you are
raising your invoicesin away that differentiates between the cost and supply of carpet and the cost of laying carpet.
| do not know. If | wereyou | would be talking to an accountant because | see the complexities of the problemsthat
you have and the costs you are incurring, which may or may not befair. In particular, the last instance that you
stated isgrossy unfair. It isan issue that | would encourage you to talk over with the Workcover authority and your
accountant.

Mr DELANEY — See, | have been told that Harvey Norman is at the moment giving customers separate
invoices for the materials and the layers are charging the customers themsealves. That is probably an option we may
haveto look at yet. Many customerswill not like it and say they want to write one cheque. We do get those.

Mr BEST — That invoice may have to be raised with additiona costs associated with that invoice that
cover either theinsurance on behdf of the carpet layer or the Workcover costs, but | think you do need some
professiona advice.

Mr DELANEY — Our jobs are all quoted so | have been doing that and have ended up losing jobs
because | added in the WorkCover and others don't.

Mr BEST — | am not an accountant by trade. | think you need to seek professional help.

MrsCOOTE — It iscomplex ether way. Has Workcover been helpful and given you assistance with
this? Have you had direct communication with Workcover?

Mr DELANEY — Yes.

MrsCOOTE — And they have not been hel pful ?

Mr DELANEY — Not helpful because there are to many grey areas.
MrsCOOQOTE — So they have not been helpful at al?

Mr DELANEY — No.

The CHAIRMAN — Mr Delaney, thank you for coming along today. We appreciate the time you have
given us. We will send you a copy of the transcript for you to look at.

Committee adjour ned.
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