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Mr SCOTT — With Workcover, my premium has gone from $4200 to $6800 or thereabouts. It wasa
horrendous claim. | did go to see Denise Allen about it and she explained what had gone on. No explanation can
help asmall business that has gone through a$10 000 GST hike, the ongoing costs of GST and then another couple
of thousand dollars on top of that with Workcover. We have been in business for 10 years. We have never had one
claim on Workcover. Our premium has gone up from $4000 to nearly $7000, so obvioudy we are not happy about
it. It was agovernment decision to change the Workcover policy, so that — | forget. | don’t understand.

MrsCOOTE — Common law?

Mr SCOTT — Common law. But if it isagovernment decision, why do al government decisions end up
coming back on to small business? Surely if you want to have aWorkcover system which is going to befair and
equitable to everyone, the government hasaroleto play in that. If it is going to change the rules, it costs us money.
That couple of thousand dollars can send someone broke. Businessis not that [ucrative.

| wanted to give this example of someone | know personaly. He had a person who came into his business. He had
acrook shoulder or elbow — | don’t know what it was — but he had acrook part of hisbody. He had been off
work. He came in. He had been working for seven or eight months. He bumped it at work. He went to the doctor.
The doctor gave him two weeks off on Workcover, plus a course of physiotherapy for which, under Workcover
rules, we have to pay thefirst four weeks. Y ou people understand the rules. We do not have time to read the rules
to know wheat they are. Then he went to the doctor again at the end of two weeks. The doctor said, ‘Y ou had better
have another week off’. In the meantime he was well enough to play bowls on the Saturday. He had the week off.
He came back to work on the Monday week following that, and he resigned. But this employer chap pays $10 000
ayear in Workcover premiums. He is certainly not awesalthy person. That one particular case cost him $2000. It
cost him three weeks wages, plus around $500 doctors and physio fees— $2000 on top of a $10 000 Workcover
premium. It just seemed absolutely ridiculous.

Mr THEOPHANOUS — Isthat because he had to pay the first couple of weeks?
Mr SCOTT — Yes. Thisisin avery smal business that employs perhaps haf a dozen people.

The CHAIRMAN — So theincrease in your business affects your bottom line? That iswhereit trandates
out to?

Mr SCOTT — Of courseit does. In 2000 it was $2600, $2700. | have afunny story. Because of the
pressures of business, | did not pay intime. | had aletter immediately from the insurance company threatening to
take meto their debt collectors and saying | would be up for al sorts of costs. Y ou wonder why you arein small
business with that sort of support.

Mr THEOPHANOUS — How much does your $2000 represent as a percentage increase?

Mr SCOTT — It was $4200 and it went up to $6800, so it was probably round about a 60 per cent
increase in Workcover premiums.

MrsCOOTE — How many people do you have working for you?
Mr SCOTT — | haveroughly 30, but it isonly equivaent to afull-time staff of about eight people.

MrsCOOTE — If you had an additional increase in your premium at another time, say, next year, would
that affect the number of people that you employ?

Mr SCOTT — | will give you an example of how it has affected my wife and myself. We take awage out
of our business of $30 000 each, which takes our salary package from, say, $240 000 to $300 000. | have had to go
to the accountant and say, ‘L ook, thisisjust ridiculous . | am salf-employed. | have not had aday off in 15 years. |
will never need Workcover, but because | am paying mysalf awage, that is another $60 000 which our Workcover
premiums have to be caculated on. We will never use it and we have our own insurance to cover that sort of
scenario anyway.

Mr THEOPHANOUS — | am hit intrigued about your increase. Y ou should have only received a 15 per
cent increase for the common-law aspect. There was afurther increase for GST on top of that.

Mr SCOTT — Yes.
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Mr THEOPHANOUS — But that does not add up to $2000. Y our industry rate has remained the same
and for that reason | don’t understand what the rest of the — —

Mr SCOTT — It may have been because we have had increased staff costs. | am not certain.

Mr THEOPHANOUS — It could be. If you have had an increase in remuneration, obvioudy it isgoing
to go up, but what | am sayingis— —

Mr SCOTT — By the sametoken, | am certain the wage level would not have gone up more than
from——

Mr THEOPHANOUS — | can assure you, hotwithstanding that some people are scaremongering, you
are not going to get an increase next year in the order of the common-law increase you got this year, so | would not
be too concerned about that. My question to you directly is. in terms of the effect on your business, which hasthe
greatest impact, thisincrease in workers compensation or al of the changesin relation to the GST?

Mr SCOTT — Thereisno question the GST has been afar greater cost, and | do not exaggerate when |
say that it is costing me at least $200 aweek, plus extratime, plus extraworry. Now, $200 aweek is $10 000 a
year. We are not in business making hundreds of thousands of dollars. It isahugeimpost on our business.

The CHAIRM AN — Thank you for that. We appreciate the time you have given us and the forthright
way inwhich you have given your evidence.

Witnesswithdrew.

603

30 March 2001 Economic Development Committee



CORRECTED VERSION

ECONOMIC DEVELOPMENT COMMITTEE
Inquiry into Workcover premiumsfor 2000-01
Benalla— 30 March 2001

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

MsK. Darveniza

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

Staff

Executive Officer: Mr R. Willis

Witness

Mr D. Maling, Edible Deli.

30 March 2001 Economic Development Committee



The CHAIRM AN — Wewill move on to Workcover.

Mr MALING — | only have the one comment to make on Workcover and that isthat it seemsto me that
it isbased on remuneration. | have not spent enough time looking at it. It has not affected usterribly much since |
work for free and it is only the boss, my wife, who getsa sdary.

The CHAIRM AN — Thank you very much for the time you have given ustoday.

Witnesswithdrew.
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Mr GAWLEY — You tel mewhy Sue and | should get up in the morning. We are employing people
with these new Workcover industrial mandaughter laws. It is costing me afortune now. | have staff. We work with
the Austraian Defence Industries (ADI), like here at DNRE. To get up aladder now isanightmare. | have never
had blokes injured, and | do not want to either, but we are using equipment. Now all these factories are setting up
with cherry pickers and that sort of gear. TAFE will run a course for $1600 to give you alicence. | have never ever
seen anybody go to any of these courses on Workcover and fail. | have seen people that are totally ignorant who
should not be in these machines who have come away with alicence. | have beento A.H. Plant over here, which
used to be the old CRB. We hiretheir gear. | put it on him and said, ‘ Look, we cannot afford to run this equipment
any more. How about you doing a course? , which they have done. They have met us and now | have only go to
pay Workcover licence fees. But to get up in the morning and risk prosecution or jail, it does not matter if | do al
these courses, | do everything right, if thereis an accident somewhere, | am liable at the end of the day. | do not see
any way out of it.

The CHAIRMAN — That isabit far away from our terms of reference as| read them. Our reference
redly isthe effect on your business of the Workcover premium.

Mr GAWLEY — It has knocked our business back by at least two operatives. When it camein, we got
insurances.

MsGAWLEY — | tried to get different prices from different companies. They were dl the same price.

Mr GAWLEY — All the same price. | can't see why the government can’'t handle thisand put in a
decent, non-competitive quote that hasto cover its cost.

MsGAWLEY — The other thing | don’'t understand is why we pay — because plumbing is 3.9 per cent
or something. We have not had any claims, yet we are still paying the same as Melbourne high-rise sites are
paying. Our premium went from $5000 to $8000 and we had not even had aclaim.

Mr GAWLEY — Thereisno no-claim bonus effect. If you are doing the right thing, putting your blokes
through the courses, you get no benefit for that.

The CHAIRM AN — Y our premium has gone from around $5000 to around $3000, hasit?
Mr GAWLEY — It was $5100 to $8600, | think.

The CHAIRMAN — Had your total remuneration of al your employees— —
MsGAWLEY — It stayed about the same.

The CHAIRMAN — And you had had no claims?

MsGAWLEY — No.

MsDARVENIZA — Have you been in touch with Workcover?

MsGAWLEY — | asked them to work it dl out and they till say itisright.

MsDARVENIZA — Do you have any difficulty with us getting in touch with Workcover, getting the
information and seeing if we can work out why your premiums have gone up?

MsGAWLEY — No.

Mr GAWLEY — They are not government insurance people. They are private people, and they say that
iswhat the ruleis. We had one chap came from Shepparton, and he had the new book with all the rates. He said,
‘That'sall we cando. That'sit’.

The CHAIRMAN — Can | takeiit that you said before that you put two people off asaresult of the
premium increase?

Mr GAWLEY — Yes.

The CHAIRMAN — Can you explain that?
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Mr GAWLEY — Just the cost of it and the worry of it all now. | have to go around checking al the
blokes on thejobs. | just cannot do it any more. Y ou are frightened to take them out. | got a dap on thewrist
yesterday a ADI. There was anew work rule camein that you have to wear safety glassesin aparticular area. |
walked into the office, not in the production area, without safety glasses. | put an hour in yesterday, getting adap
on the wrist by management out at ADI. | am frightened of my blokes going out on ajob now because of this stuff.

Mr THEOPHANOUS — So it is not the premium; it is because of the— —
MsGAWLEY — Itiseverything.

Mr GAWLEY — The premium is helping. The bookwork, we have it currently there at the moment. We
have to estimate next year’ s remuneration. How do we do that? If we underestimate, we get fined; if we
overestimate it, they keep the money and refund it when they like.

MsGAWLEY — If they like.

MrsCOOTE — Are other plumbing businesses in Benadlafacing exactly the same sort of thing?
Mr GAWLEY — They are dl single operators.

MsGAWLEY — They are dl going single operators now, so they don't have to pay dl this.
MrsCOOTE — And are there the same concerns about \Workcover?

MsGAWLEY — Yes.

Mr GAWLEY — | have been plumbing for 34 years. The chap that | waswith for 20 years, he had up to
6 or 7 blokes. Thereis his son now and one apprentice. Therest of them in the town are all single operators, dways
have been, have never been prepared to do the hard bit — the paperwork et cetera. The builders are the same.

MsDARVENIZA — Y ou have been in business for some time and you have worked with the Workcover
system for along time, obvioudy. The only change that has been made in terms of your premium with the change
of government istheintroduction of common law which has resulted in a 15 per cent increase in your premium.

Mr GAWLEY — Oursis more than 15.

MsDARVENIZA — | understand that, but that is the only change that the government has made. A lot of
these processes and concernsthat you are expressing now are not something new. It is something that has been
around for along time?

Mr GAWLEY — Yes.
MsDARVENIZA — Including under the previous government?

Mr GAWLEY — Yes. It hasgot to a point now where you went along with it. It has got to the stage now
that we are sick of going along withit.

MsGAWLEY — We can only charge out so much per hour, whereasin Me bourne they could be
charging $70 an hour. Y ou just cannot get work in thistown doing that. They might be able to afford it in
Melbourne and Sydney, but we can’t. People just won't pay.

The CHAIRMAN — Thank you very much for your time. We will send you a copy of the transcript of
our discussions for to you check that we have it right. We wish you well.

Witnesses withdrew.
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The CHAIRMAN — All evidence taken by this committee is subject to parliamentary privilegeand is
granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act.|
understand you will be talking with us regarding Workcover, and we have about 20 minutesto do that. If you
would like to make an opening statement, we will then get into some questions.

Mr McNULTY — When Mark rang he told me | would be talking about the GST and Workcover.
The CHAIRMAN — We are happy to do that.

Mr McNULTY — It would have been easy to say | was pretty busy thismorning, as| am abit new at this
sort of thing, but | thought | would come along and express afew views. It probably will not take very long.

The CHAIRM AN — We need to separate the two areas of discussion because they are separate inquiries
and we have separate records. If we dea with the Workcover first, we will then get on to the GST.

Mr McNULTY — On Workcover, we run asawmilling business about three doors up from here, and we
employ about 33 people.

The CHAIRMAN — Isit just up the road on the eft?

Mr McNULTY — Yes. We have grown afair bit in the past five or six years, we have gone from
employing 8 to employing 33 people. People regard us as pretty good sawmillers. My father and | run the
company, which my grandfather started about 50 years ago. When you are in asmaller businessit is pretty hard to
be good at everything; you are sort of expected to be accountants and lawyers and up to date with al these things.
We tend to try to employ consultants to do the jobs. What has happened with our Workcover in the past year isthat
it has gone up probably about $35 000. The industry rate for sawmilling is 7 per cent. We had one clam where a
fellow got hisarm caught in aconveyor belt, and this year we have gone up from 9.4 per cent to 14.4 per cent. With
the GST coming in there has been a downturn in the timber industry, and things are quite tough in the job. The cost
of the GST and the Workcover increases have madeit fairly hard.

| find with the timber industry that they have improved alot in the bush, where they have mechanical falers. The
sawmills have improved with more one-man benches and our bresking-down carriage, for instance, where the
operator isin aconsole and nowhere near the logs, but we are ill a a high rate. We have three or four peoplein
the office who are dso onthe 7 per cent rate. It is becoming a big drag on the company. It is no-one e se' sfault that
we had the accident, but when that happened we got a consultant in and we went right through it. It cost us about
$20 000, but we got everything up to speed. The Department of Labour and Industry (DLI) camein and there were
acouple of little problems. We were pretty right anyway, but we had to have policiesand al that. We were abit
behind there, but we haveit right up to speed now. When you have aclaim like that your rate goes up fairly quickly
and it takesalong timefor it to come back down. It takes three or four years before you see any real change. Itisa
concern that even though we have not had any problemsin the past two or three our rateis actualy on the up.

The CHAIRMAN — Y ou indicated that your premium has gone up $35 000. Over how long?
Mr McNULTY — | think it has gone up by $30 000 to $35 000 in the last year.

Mr CRAIGE — What wasit in money terms? Do you have the figures?

Mr McNULTY — | do not.

Mr THEOPHANOUS — Do you know what percentage it is?

Mr McNULTY — No, it was around $75 000 and it has gone up to $113 000-something.

The CHAIRMAN — Do you understand that that increase is as aresult of the percentage for log
sawmilling going up?

Mr McNULTY — | believe overdll it has gone up around 17 per cent with the common law being
reintroduced and 10 per cent GST. | think ours has gone up as aresult of thisclaim, and it is still going up.

Mr CRAIGE — How long ago was the claim?

Mr McNULTY — About three years ago.
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MrsCOOTE — How many people do you employ?
Mr McNULTY — We have 33.

The CHAIRMAN — Hasthat gone up recently?
Mr McNULTY — Not inthe past 12 months.

The CHAIRMAN — Y our number of employees has remained about the same; you had an accident a
couple of years ago that resulted in the premium going up; and the industry you are in has a pretty high percentage
a 7 per cent.

Mr McNULTY — Theindustry rateisaround 7 per cent. | think the timber industry has come along way
in how we do things. The processing side of thingsis|ess hands on and more automated. Even in the bush now
they do not have fallers running around chainsaws as much; they all have mechanical falling heads.

Mr THEOPHANOUS — Do you know how much your projected claims costs are? How much hasthe
accident that occurred ultimately cost? Did they give you afigurefor that?

Mr McNULTY — Yes. | would only be guessing, but it isabig amount. They probably should have
taken the arm off but they did not, and sewing it back on has not been a success.

Mr THEOPHANOUS — We could be talking about hundreds of thousands of dollars.

Mr McNULTY — | believe the claim is capped at about $150 000. We have got to the stage whereiit is
such adrag on the business that we will probably have to get a consultant to have agood look at things. That ishow
wework. We are sawmillers and we do not speciadisein this sort of thing.

Mr THEOPHANOUS — | do not know whether you understand this, but for the larger firms — | would
classify you as alarger firm — more of your own experience goes into the calculation of the premium than the
industry rate experience. Theindustry rate would have pushed you up alittle bit because it has gone up for the
whole industry, but the majority of your increase is because of your own claim. That iswhy it has gone up well
abovetheindustry; 14 per cent isdouble the industry rate of 7 per cent. It takes three yearsto work that claim
through the system. That meansit will take you awhile to start coming back down. | recommend that you try to get
aregimein place so you do not have accidents and you can get it down.

Mr McNULTY — We have done that and been fairly successful at it. With abit of luck we might have
nearly pesked.

MrsCOOTE — When you got the consultant in, initialy you said that got you up to speed. Were there
some surprises, things you had not thought about? Were there any big surprises? | guess you had know about it.

Mr McNULTY — We had the DLI in to have alook around, and there were a couple of minor guards and
things we had to put on. We were pretty good. We had things like no smoking — that was straight out the door.
That was abit hard; | lost one of my good men over that.

Mr CRAIGE — He l€ft because he could not smoke on the job?

Mr McNULTY — Yes. Anyway that is how it goes.

MrsCOOTE — Did he get an another job?

Mr McNULTY — Yes, and there was no smoking at all on the premises. He got a bit skinny.

MsDARVENIZA — Do you mind if we contact Workcover and have alook at your premiums and how
they are caculated? | think it is pretty clear that you have had a very serious accident, and that would the major
factor. Do you have any difficulties with us having alook at it?

Mr McNULTY — No, that is okay.

MsDARVENIZA — Thank you very much for that.
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Witnesswithdrew.
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The CHAIRMAN — Welcome. All evidence taken by this committee is subject to parliamentary
privilege and is granted immunity from judicia review pursuant to the Congtitution Act and the Parliamentary
Committees Act. | understand you will be talking with us regarding both the GST and Workcover. If that isthe
case we need to separate the two subjects, given that our committee has two separate references. We need to have
discussion and questions on one and then the other; we cannot sort of join them together.

MsCROTHERS — | am abit unprepared for this; | have not been home since | got this letter about what
they told mewhen | booked in. | redly do not know whether | will go the full time.

The CHAIRMAN — Not a problem, we will see how we go.

MsCROTHERS— | dsowork for alandscaper and | do the books for the joinery so | can talk about the
Workcover premiums and the way they have gone up. | fed asif they brought it in and we pay the extra premiums,
but the businesses that do not have any claims get penalised by the businesses that have claims. There should be an
exemption if your business does not have a claim, and the businesses that are claiming should be the oneswho are
penalised. That would keep the safer ones that do not have claims down. If you have aclaim, it goes up. That isthe
main hasde on the Workcover, the excess premiums, because it is another added burden to your business.

We employ five people in the joinery shop, six with my husband. We have two apprentices and three qualified staff
plus my husband, who is aso qudified. It isthe samething in landscaping: it went up afair bit. | think the large and
small businesses that do not have a claim should not be penalised for the ones who do. They are the oneswho
should bear the burden because they might be the ones with the unsafe workplaces. | redlise that legitimate
accidents happen, but there are a so the unsafe ones.

Mr CRAIGE — How many would you employ in the landscaping?
MsCROTHERS — He had three, with himsalf.

The CHAIRMAN — Do you havethefiguresfor the joinery’ s premiums there?
MsCROTHERS — | have come unprepared: as| said | was mided abit.

The CHAIRM AN — However, the increase in the premium this year was sufficiently significant that you
had a concern about it?

MsCROTHERS — It went up afair bit and it will probably rise again because we recently put on
another full-time person. That will be an added cost to our businesstoo.

Mr THEOPHANOUS — The only thing | would say isthat the businesses that come here that have had
accidents al complain that their premiums have gone up too much because of those accidents. That isthe way the
system works: their increases are far more than if they did not have an accident. | do not know whether that helps,
but they complain even more. One witness earlier said their premium went up by $35 000 but they had an accident
where somebody nearly lost hisarm. Y ou expect it to go up but they complain anyway; we cannot win.

MsCROTHERS — Inthat situation, | fed, yes. If we had an accident at our business| fedl that we
should go up. However, if we do not have an accident we should not go up. Theway | read it, the act that came out
saysthat because we arein the building industry the industry istaken into account. | fed that the ones who do not
have accidents should have an incentive, even if it isadiscount for no claims.

Mr THEOPHANOUS — lItispart of the system that was established seven or eight years ago by the
previous government, and we are looking at it again at the moment.

MsCROTHERS — It would help the businesses if there were an incentive there. Accidents do happen,
but there are the unsafe ones who could not care less. We know that too. That was my main hasse on Workcover.

MsDARVENIZA — Y ou do not have the information about your premium increases or any explanation
from Workcover about why your premium has gone up? Would you have any objection to us speaking to
Workcover and getting some information about the details of why your premium has gone up?

MsCROTHERS— No. Theway | interpreted it isthat it was ageneral thing.
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MsDARVENIZA — | think that isright. Y our category, the wood structures fitting and joinery category,
has gone up one category, which would account for your increases. Also the government hasintroduced a 15 per
cent increase for the reintroduction of common-law rights, and there is a component which is GST. That probably
accounts for al of your increase, but if you would not mind us having alook at it?

MsCROTHERS — | think we paid $700 and something a quarter. It did not go up excessively compared
to some other industries, but it is another cost to the business.

MsDARVENIZA — Someindustries went down; not everybody’ s premiums went up.
MsCROTHERS — | have nat heard of any that went down.

Mr THEOPHANOUS — They do not usualy complain.

The CHAIRMAN — Thank you.

Witnesswithdrew.
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The CHAIRMAN — We welcome Mr Ken Haylan. All evidence taken before this committee is subject
to parliamentary privilege and is granted immunity from judicia review pursuant to the Congtitution Act and the
Parliamentary Committees Act. We understand you are talking with us regarding Workcover.

Mr HAYLAN — Correct.

The CHAIRMAN — How we usually do thisisfor you to make an opening statement and then we ask a
few questions.

Mr HAYLAN — Members of the committee, | was asked by Mr Willis whether | would go out to Colac,
asit so happened, because we have a business there and we are about to establish ancther onein Kyabram. We dso
have onein New South Wales. We employ about 100 people. We service accommodation and hospitality outlets
with linen requirements, and also industrial manufacturing or processing companies.

We operatein ardatively unskilled work force. We have tried over the yearsto take afair bit of care and interest in
occupationa health and safety concerns and dl the other things that go with it. Most of what | will talk about
obvioudy relatesto our experiencein New South Wales, as we bought thefirst businessin Victoriaonly last year.

My father was very involved in the original labour movement, and one of his major things was the introduction of
workers compensation, which was amajor industrial move forward so far as protection for the employeeis
concerned in terms of economic wellbeing. He was born in 1904, so he has obvioudy been dead ayear or two. As
somebody who was atraditiona, hardline, straight Labor supporter and union organiser and representetive, if he
saw the current situation, | suspect he would be appalled. It redly has moved beyond a situation whereit is directly
entitled to a support system for the employees to a situation where it seemsto be an dternative to welfare. The way
it affectsindividual people as employers and employees— and | am the employer these days— is, | suppose, the
thing hasturned the full circlein relation to what my father was, but it seemsto have affected individuasin the
way it has been implemented.

| will just create some figures. Our premium last year was $127 000, so it is not exactly as though we are talking
about small change. Between nine years and about eight and seven years ago, in banks of three over thelast nine
years, our premiums were about 3 per cent. In the period from about four to six years ago, our premiums were a bit
over 4 per cent. In the past three years our premiums have averaged nearly 12 per cent. | suppose | look a
reasonable sort of person. | don’t look as though | am out there with astock whip chasing people up and forcing
them into unsavoury work practices, or something like that.

So what really caused the change? There are two factors. In New South Wales, the basic tariff premium has moved
from about 3'4 per cent, whereastoday it is 6.46 per cent plusthe GST impost.

Mr THEOPHANOUS — Do you know what your industry rateis?
Mr HAYLAN — Yes, 6.46 per cent.
Mr CRAIGE — Herein Victoria?

Mr HAYLAN — No, in Victoriait islower. The other onel am very familiar with. It is about 5.3 per
cent, | think. | had that list here to check.

Mr THEOPHANOUS — Do you know what classification you are under?

Mr HAYLAN — Linen services. Therewill be aclassification for it. Thereis one becauseit tekesin both
ourselves as commercia operators and the government people at Loddon, Barwon Linen, Linencare, central
tablelands, and afew others.

Mr CRAIGE — What you are talking about here currently is the premium in New South Wales?
Mr HAYLAN — That isexactly right.

Mr CRAIGE — Not the premiumin Victoria?

Mr HAYLAN — Yes.

Mr CRAIGE — And you havetold usthat the rate in New South Walesis— —
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Mr HAYLAN — Itis6.46 per cent, including a.06 dust levy.

Mr CRAIGE — And herein Victoria?

Mr HAYLAN — Itislower.

Mr CRAIGE — How many businesses have you got operating in Victoria?

Mr HAYLAN — The second oneis due to start in about three weeks time. We have one employing about
60 people a Colac.

Mr CRAIGE — Currently one with 60 people. Where is the second one established?
Mr HAYLAN — Kyabram.
Mr CRAIGE — With about how many people?

Mr HAYLAN — Initidly, probably under 10. Hopefully by thetime 12 to 18 months are up, about 15 to
25, depending how we go.

Mr CRAIGE — How big isyour businessin New South Wales?
Mr HAYLAN — About 40.

Mr CRAIGE — Forty employees?

Mr HAYLAN — Yes.

Mr CRAIGE — It isimportant we get the picture.

Mr HAYLAN — Thereason for creating the New South Wales experience, obvioudly, isthat there has
been recently achangein Victoria. The basic effect of the premium changes has been about 40 per cent. Largely
that has arisen out of the common-law rights reintroduction, and that is a debatable issue, but that iswhat the
government wants. That has been the effect of it, certainly in Victoria

Mr THEOPHANOUS — Fifteen per cent of it has been from common law?

Mr HAYLAN — Yes, | take the point. Thetotal overall increase has been 40 per cent in terms of the
premium. We were negotiating for the businessin 1999. We had agreed with it and by the time we actually
purchased it, the government had changed in Victoria, and 12 months down the track we are seeing afairly
substantial increase in workers compensation premiums. That business, for example, has probably had one clamin
thelast X years— along time.

Mr THEOPHANOUS — So why isyour rate at 12 per cent — —

Mr HAYLAN — That iswhat | want to get to.

Mr THEOPHANOUS — When theindustry rateisonly 5 per cent?
Mr HAYLAN — Six and ahdf in New South Wales.

Mr THEOPHANOUS — We areredlly interested in the Victorian rate.

Mr HAYLAN — Thereason that gave rise to theincrease in New South Walesis exactly the same thing,
and it will probably arisein Victoria. It may not affect me personally and may not affect my businesses persondly,
but it certainly will affect somebody else. The situation in terms of the way the tariffs are cal culated and the effect
on size, rebates and things of that nature in both statesisidentical. The same calculation is done. Because of our
claims experience and situation, we were paying around about 83 to 84 per cent of the tariff rate. Therefore we
were under the tariff rate, going back nine years or even six years. Obvioudy at 12 per cent we are paying a
sgnificant premium to the basic tariff rate. It arises out of two claims, both related to back injury. | am not here
judtifying the claims, or not claims. There are aspects about those claims. One claim was never reported to the
workplace until aday or two after, and that person claimed it happened at the workplace. | think the last figures that
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we saw showed that about 1 in 20 people have aworkers compensation claim. About haf of those are strain
related, of which about half, 25 per cent of the totd, are back related.

| think one of the things that strikes me as an employer about these types of clamsisthat the current employer
bearsthe full burden of that claim, regardless of whether there has been any contributing situation to the strain by
prior occupation, prior practice, prior anything else, so that you are in a Situation where you actualy bear the whole
cost of that claim. That strikes me as being totally inequitable.

There are two types of claims, in my situation, that happen in the workplace. Oneisthe direct thing where someone
cuts themselves or they drop something. Thereis certainly in that situation an absolutely direct relationship
between the accident and the employer’ s obligation to claim on the insurance in respect of that situation —
absolutely no doubt. Right. There cannot be any question.

When you get to the other ones— and the strains are the ones that normally fit in— and whether they are RSI-type
Stuations or back strains or something elsg, it strikes me as totally inequitable that the current employer, whether
the claimant has been there six months or six years, or whatever period, should have to bear 100 per cent of the
cost. Inthe case of one of the girlsit was said she lifted up half abucket of water and did her back. Certainly that is
technically possible, | accept, but you have to admit the amount of damage that came out in the medical reports
showed that the state of her back did not arise from lifting half a bucket of water. Thiswoman happened to be a
rousesbout and afew other thingsin prior occupations and was doing fairly heavy physical work, yet we are
required as the current employer to bear 100 per cent of the cost. | understand that in every casethereisalimit on
the amount of the liability that you are required to absorb, but it does not matter whether that limit is 200 per cent or
50 per cent: at the end of the day the excess over the limit gets put back into the pool in terms of the way the
premiums are calculated, and therefore indirectly you end up paying for the whole lot regardiess.

To smply answer your question — how did it get to 12 per cent? — one of these claimsis now assessed at over
$400 000. The other oneis assessed at dmost $200 000, and it has not finished. We have the same situation where
you have got the claim experience, and certainly the way it works out in terms of how it is reviewed and so forth,
you carry those things for two or three years, depending on whether itisaforecast or a prior experience clam. You
can go back and look at the officia records of any businesses you like in terms of how it affects them, but no
businessin my view can take a9 per cent change initslabour costsin that period and not have some effect on the
business.

Thisiswhere| think you get to what is happening socidly, at least in terms of theimpact of these thingsin labour
cost increases. It isnot just affecting workers compensation; it is affecting superannuation guarantee; it is affecting
payroll tax. It has the impact that most employers, of which | am one, therefore take a decision, which may not
necessarily bethe social, likeable answer, to invest in equipment as much as possible and do straight labour
replacement. | think that is socially probably the wrong answer, but that is certainly what is happening.

The other thing that seems to happen — and | think this may be because we certainly are located in regiona areas
where the townships are smaller, and what people do in the township is known because it isrelated to everybody
else—isit getsto apoint where if X got aclaim for workers compensation, then sister, brother, auntie seem aso to
make claims.

Mr THEOPHANOUS — What evidence have you got for that sweeping statement?
Mr HAYLAN — Enough.

Mr THEOPHANOUS — Y ou have come before a committee of the Parliament here and made a broad
statement like that, which isadur on avariety of people. | mean, either come up with some evidence or don't make
the statement. What evidence have you got to support that? Who do you know that isin that Situation? It does not
sound to me as though you have learnt alot from your father.

Mr HAYLAN — | would certainly not make that statement unless | could back it up.
MsDARVENIZA — Do you have some evidence that you can give the committee to back it up?
Mr HAYLAN — | would think, but I would not want to mention the names.

MsDARVENIZA — Why not? Y ou have come here and made those statements.
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Mr HAYLAN — The name of the individual is obvioudly their business. In asmaler community — and |
live in a 3000-person town, for example — there is not much that happens within the town that other peoplein the
town do not know about. For example, theindividual whose claim cost for the back is over $400 000, hiswife had
asuccessful claim against one of the major retailers six months before. Look, | am not trying to sit here and justify
or argue whether those claims were acceptable or not. So far as the compensation — —

Mr THEOPHANOUS — Areyou amedica practitioner?
Mr HAYLAN — No. | am not trying to argue the claim.
Mr THEOPHANOUS — What was the medical evidencein those cases?

Mr HAYLAN — That isafairly technical question. | know one of them, obvioudly, fairly well. The other
onel don't know. | just know the outcome.

Mr THEOPHANOUS — The medica evidence must have been strong enough to accept a $400 000
clam.

Mr HAYLAN — That iswhat | was about to say. The claim has not been finalised, so the estimated cost
is$400 000. But so far asthat claim is concerned, my problem again is not so much that the workers compensation
court will accept or not accept — that is not my problem. If they accept it, that isfine. They will accept acertain
rate; they will accept a certain disability; they will accept acertain thing. That is exactly what that court is set up to
do. | would certainly not want to cast any aspersions on the court or the officers of the court, or anybody else.

MsDARVENIZA — Y ou have, in the sweeping comment you made before about — —
Mr HAYLAN — | don't think so.

MsDARVENIZA — If onefamily member has a claim and then other family membershaveaclam —

Y ou talked about a situation that you know of where two members of afamily had been successful. The comments
that you were making suggested that in fact they were not genuine claims.

Mr HAYLAN — | did not say that.

The CHAIRMAN — | think you have made your point. If you want to continue we will see how we go,
but | do not want to get into the situation of having a debate. Continue with your evidence, if you would.

Mr HAYLAN — | do not have much moreto say. What | was endeavouring to say to the committee was
that if you are going to review the Workcover situation — and | am not talking about trying to argue individual
cases— | think thereis certainly athing so far as employers are concerned in looking at indirect accidents, if you
want to use that phrase, in terms of being able to spread some of that burden over not just the current employer.

If itisover the past 10 years, depending on the age of the individua, obvioudy — and if the person worksfor you
for six months— | think it istotally inequitable for you as the employer to have to bear the financia cost of that
situation at that level. That isthe sort of level we are talking about. Asto the cost on individuals and the cost on
employers, as| said, you certainly as an employer areled to an answer to do with replacement, whether that is
socidly acceptable or not.

That isreally what | was going to put it down to, in terms of the Situation and how it operates, becauseit is not just
the employer that suffersin this situation, it is the other employees. In dl of this, if thereis one personin 20 who is
injured, and if thereis only 50 per cent of that — one personin 40 — whoisona‘strain’, and it is accepted that
possibly even amajority of those are genuine, what you are getting isalot of the payouts under Workcover being
concentrated on fewer and fewer people.

If you look forward in terms of the benefits and the way it is projected, if we were to project the recent increasesin
New South Wales and apply them to the Victorian Situation, over aperiod of about 10 years, some 63 per cent of
theincrease of the amount that is actually paid — assuming a3 per cent or a 3% per cent per annum increasein
wage costs— or 63 per cent of the total benefit that is attributable to the cost of an employee over the next 10 years
will actualy go to pay workers compensation increases. From a society point of view | think that is an inequitable
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development, and | think so far asindividuals are concerned that it is not the best devel opment. Thank you for the
opportunity.

Mr THEOPHANOUS — | have a couple of questions, Mr HAYLAN. | am glad that you contrasted New
South Wales with Victoria, because you would also be aware that in Victoriathe average premium across all of the
industriesis 2.2 per cent and that in New South Walesit is about 3.4 per cent. Are you aware of that?

Mr HAYLAN — Thereisabout a50 per cent differential.
Mr THEOPHANOUS — And that isreflected in your business?
Mr HAYLAN — Yes, it certainly is; thereis no question about that.

Mr THEOPHANOUS — In your opening statement you said that Workcover had become an alternative
to welfare. | wrote the words down.

Mr HAYLAN — That’ s correct.

Mr THEOPHANOUS — Y ou made some point about your father being a Labor man. | do not know
whether you are aware of this, but when Workcover was introduced back in 1985 the system that preceded it,
whichisthe one your father would have known, was the one where basically each company had to insure itself in
the marketplace. Insurance premiums were up as high as 60 per cent, which iswhy businesses themselves
supported the introduction of Workcover inthefirst place.

I do not know why you say your father would turn in his grave, because | think he would actually applaud the
development of a comprehensive system that covered everybody. In that system you pay 12 per cent, but the
averageis 2.2. lsn't the answer to your problems avery simple one, which isto reduce the number of accidentsin
your own workplace and your industry’ s workplaces, and that way you will get down to the average of 2.2 instead
of paying 12 per cent? Do you accept that as being the answer?

Mr HAYLAN — No.
Mr THEOPHANOUS — You don't?

Mr HAYLAN — No. That iswhat | wastrying to say. What has given rise to the excess over the standard
tariff rate has been two claimsfor back injury. It isnot asituation — —

Mr THEOPHANOUS — Y ou have not said they are not genuine.
Mr HAYLAN — | did not say that at all.
Mr THEOPHANOUS — Who did you think should pay for those back claims?

Mr HAYLAN — That iswhat | wastrying to put — whereit isan indirect claim— but | will rephrase
the word because | think it is probably confusing to use the word ‘indirect’ . Where thereis no direct evidence of
some straight-out, external, physica thing — the cut, the burn, the scrape, the broken leg or something like that — |
think that type of injury in the workplace, meeting all your requirementsin terms of medical evidence and so
forth— and | am certainly not the medical adviser for anybody, not even myself — should be treated differently
under Workcover than the one where there is obvioudly adirect relationship with the cut, the bregk, or whatever it
is, because that one imposes on the current employer avery unfair burden of the amount of liability.

Mr THEOPHANOUS — For the claim to be accepted, there hasto bein the application adirect link
established to the current workplace.

Mr HAYLAN — We understand that. | have been on the other side in terms of sitting up and listen to
people arguing some of these cases. | took a bit of aninterest in this Situation once it arose. | have owned that
particular business since 1988. | have been in business generaly for nearly 40 years, and in al that time, including
some very mgjor injury-prone industries, | have really only ever had one major accident. Suddenly | am getting a
series of them — like two isn't a series of mine!

Our total claims experience outside that, over about athree-year experience, totals about $12 000. The average cost
of aclam these daysis about $10 000 or $12 000. So we have redlly had no workplace accidents. | took dight
exception to the question, ‘ Do you take proper care for the safety of the employees? . We have had peoplecut 621
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themselves and we have had people catch hands, but it tends to be aday or two off work, a certain amount of
medical Workcover and maybe some rehabilitation provided. The cost of thoseis quite smdl, and | am not
certainly arguing about those, because the relationship between the injury and the workplaceis absolutely
undeniable.

Mr THEOPHANOUS — What you are really saying isthat you want the previous employers of these
peopleto pay, in thisinstance, some of the cost of the back injury?

Mr HAYLAN — Not redly. If you take asimple situation in terms of our $400 000-odd claim, or
estimated cog, if in the previous 10 years, for example, they have worked for a series of employers, of which they
happen to have worked one year work for us, effectively the Workcover pool would carry 90 per cent of it and we
would carry 10 per cent of it — for our one year of employment situation.

Mr THEOPHANOUS — How do you think the other employers would react to that — the ones that had
employed the person previoudy?

Mr HAYLAN — | am not suggesting they actually carry it personally. | am suggesting that the
Workcover pool carriesthe other 90 per cent.

Mr THEOPHANOUS — That means everybody’ s premium goes up.

Mr HAYLAN — Absolutely. But at least it spreads the cost of it more equitably than the way the cost of
that claim is now allocated.

Mr THEOPHANOUS — So your main criticism is of the experience rating system established under the
Kennett government? I s that what you are saying?

Mr HAYLAN — | do not know exactly how that works, to be honest; it isatechnica question. But in
terms of the way these claims hit the individual employer, you can have the extreme case where somebody works
for you for aweek or aday and has aback strain of some type and you are required, on the basis of that one day or
one week of employment, to carry the whole $400 000. We take pre-medicals, for example; that is one of the
things. All | am doing is supporting the medical profession now. Every employee of mine now takes apre-medical.
We did not bother five or six years ago. The medical profession thinks | am lovely, but that’s about al. It has
certainly led usto asituation which | think is an unacceptable development in the way it is actually allocated.

The CHAIRMAN — Y ou are talking about a situation of someone who has previoudy had aback strain
injury becoming employed by you?

Mr HAYLAN — Yes.

The CHAIRMAN — | take your point: they are injured the first day and you wear thelot. Thereisno
way of taking strains at previous employment, or playing football, or whatever, into account?

Mr HAYLAN — None whatsoever. | think that is easy to see in a situation where you have adirect thing
like ahearing loss claim, for example. We would do a pre-medical, for example, to establish whether there was any
hearing lossin the individua before he joined.

The CHAIRM AN — When someone |eaves, do you also do a hearing test?

Mr HAYLAN — No, because with aclaim you actualy do ahearing test in terms of trying to assessthe
relative amount of lossthat is assignable to the current employer.

Mr CRAIGE — With ahearing loss, there are different types of work. Sitting in here, it would be highly
unlikely in thisroom that one would be inflicted in thiswork environment with a hearing loss?

Mr HAYLAN — Sure.

Mr CRAIGE — But if they had worked in afoundry or abrewery next to where they are dropping the
metal kegs off, which of courseisacasethat | am familiar with, and that employment might have been 10 years
ago, what you are saying isthat there should be some recognition, where you look at those thingsand say, ‘Listen,
it couldn’'t possibly have been in that person’s last employment as a clerica assistance sitting in an office, but it
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could have been 10 years ago working alongside the metal kegs being dropped at the brewery’. Isthat the sort of
instance you aretrying to highlight?

Mr HAYLAN — Sure. Thisisthe way the situation works. Any employee that injures himsdlf is entitled
to make aclam. If the claim is accepted by the various authorities and the courts and so on, that istheend of it. Itis
only aquestion of how it affects the current employer. That istherea thing | am arguing for.

Mr CRAIGE — | can seethat. Do they have common law in New South Wales?
Mr HAYLAN — Yes.

Mr CRAIGE — From your experience, what has happened to the premiums in respect of the common
law associated with New South Wales?

Mr HAYLAN — | cannot give you the exact answer to that question. | think the general view, certainly
within, say, our trade association, of which | am an executive member, or certainly in terms of some of the other
employer groups, isthat there has been an increase in the premium arising out of common law claims. | think there
has been more of the touting for business in relation to workplace injuries. | think that is now a development,
certainly within New South Wales, that is under review.

Mr CRAIGE — In Victoriathe Labor government has reintroduced the right to sue under common law,
and | guess you could say what has happened in New South Wales could happen herein Victoria.

Mr HAYLAN — | do not know enough about the Victorian situation, but it is obvioudy open to
encouragement of claims. Thereal thing behind common-law claimsisthat they are quite agood idea, thereis
nothing wrong with them — it isa case of how the system worksin terms of whether it is successful.

Mr THEOPHANOUS — | am glad your father had an influence on you in relation to common law.

Mr HAYLAN — | do not disagree with that; | think thereisarea general need for it for certain
individuals. It islike everything else: it is not whether the thing itself isright or fair or not but how people useit.

Mr CRAIGE — The Labor Lawyers out there touting for business.

Mr HAYLAN — Not necessarily, in my view. | do not know who iswho, but everybody hereis political
except one.

MsDARVENIZA — What you are saying to this committee is you do not support a system where those
employers who have more accidents and unsafe work practices end up paying more in their premiums and those
who have fewer accidents and safer work practices end up paying less. Do you support that sort of system?

Mr HAYLAN — | support that totally. | think you misunderstood part of the comments. Obvioudy
anybody who does not create a safe environment because of their own persona beliefs— —

MsDARVENIZA — Were you not saying before that what should happen isif you have an accident like
a$400 000 claim and there is some way that you might be able to look at the work history of the claimant because
the person has not chopped their hand off at work or something has not fallen on their head or whatever, if itisa
soft tissue injury, then we should look at where they have been employed in the past — we should seeif there were
any other areas that might have caused the injury? However, not al of those past employers should pay —
everybody should pay. Everybody’ s premiums should go up. If there arelots of these claims — there arelots of
soft tissue injury claims; they are probably the largest number of claims— everybody’ s premium should go up. It
is not the employer where theinjury happens that pays or the employer where the injury does not happen that pays,
you think it should be spread around more evenly?

Mr HAYLAN — If | can just clarify, what | was really saying isthat obvioudy there should be a direct
charge on the current employer.

MsDARVENIZA — But it should be smaller?
Mr HAYLAN — Itisrelated to their employment over recent years - -

MsDARVENIZA — It should be pro rata and then the rest should be spread around?
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Mr HAYLAN — Only on those ones you cdl soft tissue claims as opposed to where they are banged on
the head or cut.

MsDARVENIZA — | think you have clarified that.

Mr HAYLAN — Thelast thing is| certainly would not seek to justify any system which leavesthe
offending employer in an OH and S situation in a more favourable position than they would otherwise be. Maybe
that isthe amount of the pro rata. | gave an example of their being employed for one year in 10. The actuarial
people can work out the numbers.

MsDARVENIZA — Thelast question: it would be hel pful to the committee if we were able to get some
information from Warkcover about your premiums and the reason for your being charged at 12 per cent when the
industry rate is about 5 per cent. Would you have any difficulty with us getting in touch with Workcover and
getting that information?

Mr HAYLAN — You will not get it out of Victorig; it will be only in New South Wales.
MsDARVENIZA — Will webeableto get it in Victoriain relation to Colac?

Mr HAYLAN — Yes. In Colac we are on alower than tariff rate. As| said, we had one claim about a
month ago and it isthefirst one for some years.

The CHAIRMAN — My understanding isthat as an employer you would be willing to see your premium
increase as aresult of other employers whose employees suffer astrain injury, when that may be something that has
happened over aperiod of time and recurs. As an employer you would be happy to wear only asmall part of al
those extraindividual costs that occur in relation to these employees being employed somewhere else.

Mr HAYLAN — Itisabit like insuring your car. If you insure your car you go into astraight pool and
you pay your few hundred dollarsfor car insurance mainly because you have had such an impeccable driving
record that they give you a40 per cent no-claim bonus, but once you do that no-claim bonus you are back to paying
$500 or $600.

Mr CRAIGE — And you can pay a penalty.

Mr HAYLAN — You may pay apenalty. | am saying that there hasto be away that is more equitable to
bear some of the cost of that. | can speak with more authority about the New South Wales experience, and we
certainly believe that in the commercia industry we are paying part of it for thetotd industry. That isthe thing
about any insurance: it isapooling arrangement at the end.

The CHAIRMAN — Thank you for your time. We enjoyed the vigorous way you participated in the
discussion. Thank you very much.

Witnesswithdrew.
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The CHAIRMAN — Welcome, Mr Kerr. We understand that you are here to talk to us about Workcover.
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. If you would like to make an
opening statement, we may then ask some questions.

Mr KERR — I represent Dominance Industries. We are aMaaysian-registered, Singapore-based
company. We manufacture medium-density fibreboard, predominantly for the export market. We established in
Wangarattain early 1996, and at that stage we employed 30 or 40 people. We invested $120 million and we now
employ 100 people at that facility. Thereisanew player in the Australian market. Our initiad premium was 2.2 per
cent on apayroll of about $560 000. The following year, 1996-97, our premium increased to 2.24 per cent, which
was about $81 000 on apayroll of $3.6 million. The classification we arein is veneers and manufactured boards,
and it has a premium rate of 5.78 per cent.

In 1997-98 we decreased the premium to 2.15 per cent of the payroll, and in 1998-99 it went down to 1.86 per
cent. That decrease was primarily because of the amount of work we did in occupational health and safety. We
have afull-time professional on the staff, and we ensure that everything we do is done correctly thefirst time. In
1999-2000 we had a escalation in the premium. It rose to 2.42 per cent, which was a 30 per cent increase. That was
due primarily to the Z factor, the claims experience. Our initia premium for 200001 is back to 1.81 per cent at
$91 000. That isa 12 per cent increase, but that isonly theinitial premium. Talking to our insurers, we would
expect our premium to bein the range of 3 per cent, or $150 000, this year. That isthe stark redlity of what the
premium increases will do to us.

The CHAIRMAN — | did not get that straight. In 1999-2000 you were operating on a percentage of
2427

Mr KERR — Yes.
The CHAIRMAN — But in 2000-01 — —

Mr KERR — Wewent back to 1.81 per cent, but that is only theinitia premium. It isoneinitial premium
againg the other initial premium. We are talking now about a confirmed premium, which will be up around
$150 000 this year.

The CHAIRM AN — What percentage would that be?

Mr KERR — That is about 3 per cent.

MsDARVENIZA — Incresse?

Mr KERR — Itis 3 per cent of our wages.

Mr THEOPHANOUS — It went from 2.42 per cent to 3 per cent.

Mr KERR — That isright. That iswhat we expect it to be. Again, that is because of the Z factor, aswell
astheincreased premium cost. Our company can accept a degree of change in the premium. | am not going to say
anything other than that. Premiums go up, and that isfine, but as a company we are doing everything possible to
ensure that we keep the premiums as low as we can. We know our obligations.

| want to say to the committee that it is not so much the 15 per cent premium cost; it is more the Z factor that is
creating a problem for us, because we have no control over employees who submit claims, whether those claims
are bogus or not. Asacompany | can see more benefit in the Workcover authority looking at how those claims can
be better managed than the premium increases. That is the major impact on our premium. We have 100 people, and
some of the incidents we are having are impacting greetly on the premium cost.

MsDARVENIZA — Y ou have 100 employees.
Mr KERR — That isright.

MsDARVENIZA — Just 0 | haveit right, you are saying that what isimpacting on your premiumsis
the number of claims being made.

Mr KERR — Yes, the codts.
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MsDARVENIZA — The number of claims being made.
Mr THEOPHANOUS — By you or by others?
Mr KERR — By others.

Mr THEOPHANOUS — When you say ‘the Z factor’, do you mean theincrease in your premium asa
result of your own experience or theindustry’ s experience?

Mr KERR — Our own experience.
Mr THEOPHANOUS — Why would you want that changed?

Mr KERR — We have difficulty in getting people back to work — the extension of thetime it takesto
get people back to work — and with the lack of will in the Workcover authority to do investigations when we give
them information.

The CHAIRMAN — Y ou are suggesting to usthat the way the Workcover authority handles claims and
the degree of investigation it undertakes build up the cost of individua claims, which obvioudy has a negative
effect on the premiums you pay.

Mr KERR — That isright. My experience has dways been — it is getting worse — that when somebody
makes aclaim for an injury thereis absolutely nothing you can do about it. If that person saysthey wereinjured at
work — well, everyone saysthey were injured at work.

MsDARVENIZA — That is not exactly true. The claims are not always accepted.
Mr CRAIGE — He might be talking from his experience.

Mr KERR — At one point or another the mgjority of the claims are accepted. They might be denied at
first, but at one point they are accepted.

MsDARVENIZA — In your experience everybody who has ever made a claim in your employ has been
accepted.

Mr KERR — | never had one claim knocked back. It does not matter what type of information you give
to the insurer and the investigators; in the end the insurers say there is not much we can do about it.

The CHAIRMAN — Why do you think they say that?
Mr KERR — Because there is not much they can do about it.

The CHAIRMAN — Do you believe thereis nothing they can do about it, or do you believeitisalack of
their doing something?

Mr KERR — | believeit isalack of commitment to looking at claimsthat are not quite right.
The CHAIRMAN — What do you think is the reason for that occurring?

Mr KERR — | am not too sure, it might be easier for them to accept a claim rather than rgject it. Maybe
in their experience when it goesto the conciliation hearing or whatever they will lose anyway, so why go to the

extraexpense.

Mr CRAIGE — What isyour claims experience like? What sort of claims have you had in the past
12 months?

Mr KERR — Our claims experience for the past 12 months has been about $9000. Two years ago we had
aclaim, and that person is still off work. We have had amaximum claim. This gentleman had aback injury; he has
been off for nearly two years now. He picked atorch up from his bench and has been off ever since.

MsDARVENIZA — How long ago was that?

Mr KERR — Two years ago.
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Mr CRAIGE — Have you had any hearing loss claims?

Mr KERR — No.

Mr CRAIGE — No deafnessclaims at al?

Mr KERR — No.

MsDARVENIZA — How long have you been in business?

Mr KERR — Since 1996.

MsDARVENIZA — Have you had this problem with what you believeisthe processdl along?
Mr KERR — | have been doing what | am doing as human resources manager for 25 years.
MsDARVENIZA — So thisis not something new?

Mr KERR — No.

MsDARVENIZA — So the procedures and processes that you are going through and you have criticised
today are longstanding and were there during the time of the previous government.

Mr KERR — And they are «ill there.

The CHAIRM AN — This morning someone put to us an interesting view along the lines that where you
arethelast employer and an injury occursit is unfair that the current employer wears the whole cost of aclaim
when the claimant may have suffered asimilar injury whether a work or football or whatever in the past. He put
the view that maybe the current employer who is a the end of the line should not wear the whole cost of such an
injury but that it should be spread out over the pool. Do you have aview on that?

Mr KERR — That is areasonable assumption; that is the way it should be. We have been in business
since 1996. Our people have worked in other industries, from concreting to furniture removal, yet we cop aback
injury from somebody who was not doing any manual work for us.

MsDARVENIZA — Asan employer would you be happy to have an increase in your premium asa
result of increased injuries that have happened in other workplaces and industries?

Mr KERR — | did not say that at all. What | am saying isthat as a company we are quite happy to look at
premium costs to minimise the claims and the bogus claims that we get.

Mr THEOPHANOUS — The problem isthat there are two sides to every story. For every employer who
comes to us and says there are bogus claims there are 100 employees who say they cannot get accessto the
Workcover system. It isabout a balance. When you started your contribution you were talking about the Z factor,
which is about the extent to which your own experienceistaken into account. | understood you to be telling the
committee that you would prefer your own experience to be taken lessinto account and the costs shifted to

everybody dse.
Mr KERR — That isnot what | was saying at all.

Mr THEOPHANOUS — What are you saying?

Mr KERR — What | was saying is that more should be done to reduce that Z factor by looking at and
investigating claims more vigoroudly.

Mr THEOPHANOUS — The Z factor is a mathematical equation. It is about to what extent the
experiences of acompany are taken into account; it is not about the separate question of reducing the number of
claims.

Mr KERR — It isthe cost factor. If an insurer puts $150 000 on aclaim, it affects our premium. If a
insurer puts an amount on our claim, the mathematical formulathen gives us an increased premium, whether that
claimisacceptable or not. It isaclaim, an amount of money.
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Mr THEOPHANOUS — So you do not mind the formulg; it isabout all claims.
Mr KERR — That isright.

Mr THEOPHANOUS — Then you have no problem with the Z factor?

Mr KERR — No. | have aproblem — —

Mr THEOPHANOUS — That iswhat you started off saying.

Mr KERR — No, the Z factor impacts; that iswhat | am saying. The Z factor has an effect, and if we can
look at that and look at the claims history and the bogus claims and work on that — —

Y ou cannot get two doctors to agree on a case, for goodness sake. One doctor will tell the person there is nothing
wrong with him and to go back to work, and the next will give him afortnight off.

MsDARVENIZA — Do you have any objection to us getting some information from the Workcover
authority about your premiums, including the rise in premiums?

Mr KERR — No.

The CHAIRMAN — Thank you for your time with ustoday. We will send you copy of the Hansard
record of our discussions.

Witness withdrew.

629

30 March 2001 Economic Development Committee



CORRECTED VERSION

ECONOMIC DEVELOPMENT COMMITTEE
Inquiry into Workcover premiums for 2000-01
Wangaratta— 30 March 2001

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

MsK. Darveniza

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

Staff

Executive Officer: Mr R. Willis

Witnesses

Mr G. Wheeler, and
Mr G. Voss, W.V. Management.

30 March 2001 Economic Development Committee

630



The CHAIRMAN — All evidence taken by this committee is subject to parliamentary privilegeand is
granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act.
We understand you are talking with us about Workcover. We have 15 minutes to do that, so we need to get stuck
into it. Y ou have given us a submission, for which we thank you. Thereisno way we will get through all of it, so
you need to home in on the key issues you want to put to the committee and leave afew minutes for usto ask you
some questions.

Mr CRAIGE — Canyou tdl uswhat you do, first?

Mr WHEELER — W. V. Management is an organisation involved in business development and the
labour hire area. Much of the information contained within our submission is based around our activitieswith
labour hire. We have 350-odd staff working in Victoria. We supply labour into the abattoir industry, to meat
processing, to electricity generation, to skin preparation and to aged care. It isafairly diverse labour hire
organisation. It has been in operation for some three years and operates with its own certified agreements.

| am proud to say that it has operated with no time lost due to industrial disputation and it operateswith avery high
level of cooperation between management and staff. The company offersits servicesto alimited range of
customers. There are certain operations that we will not supply labour to because we are not comfortable with the
ethics and principles of their organisations. | believe that we are alabour hire organisation that cannot be branded
with the label of being a contrived scheme of arrangements for convenience. We are totally independent.

One of the things we have noticed over the past three years working very much within the meat industry — which
has had afairly poor history in terms of its occupational hesalth and safety and Workcover records— isthat if you
can change the culture of an organisation you can achieve alot in terms of the Workcover outcomes that you seek.
We bdlieve we have done that, and we have demonsirated that very much through significant premium reductions.
That does not necessarily reduce the total cost of occupationa health and safety and Workcover within a
workplace, but it does improve performance and does reduce direct premiums because we create the right culture.

Much of what we are saying here today has been presented to Minister Cameron. We had the opportunity of
meeting with him a some length on Sunday last week during the cabinet’ s ddliberationsin the Albury-Wodonga
region. Frankly, we took the opportunity of presenting to him some of our thoughts about these self-sameissues.

We have broken down what we have to say into 12 broad areas: the availability of Workcover-related resources,
workplace initiatives and outcomes; claims management; small business awareness and compliance; cross-border
jurisdictions; direct recognition of workplace achievements, especially in known problem industries such asthe
meat industry; issues of return to work; understanding premium calculations; premium meatters beyond the
employer’s reasonable influence; cross-subsidy issues; review of assessment, verification and management of
work-related injuries; and present issues relating to Workcover costs. If any members of your panel have an interest
in any one of those areas it may be expeditious to address them.

The CHAIRMAN — | will put it around the other way: if you believe that two or three of those are the
key things that you want usto know and talk about with you and ask questions about, | would be keen to proceed in
that way.

Mr WHEELER — That isfine. All of it forms acomplete picture of what is happening in Workcover. |
do not believe that Workcover will beimproved significantly by addressing one or two little corner issues. | think it
needs afundamenta and careful look. It needs to move from a culture which | regret to say is adversarial to one
whichisfar more cooperative. We have to get both sides talking honestly, openly and fairly. If we cannot do that
very broadly, Workcover will continue to face major issues.

| would see claims management as being akey issue for forward progressin terms of Workcover. We see that
claims management needs to be streamlined, and it needs some important reviews. While we see a proper change to
claims management may not necessarily reduce the total coststo an employer, if we have some better claims
management procedures we will achieve much better outcomes because it will leave more time and resourcesto
dedl with the problems of, say, an injured worker. If we cannot direct resources to where they should be going
rather than being involved in delaying tactics— rather than being involved in things that delay the process of
getting people back into the workplace and managing the claims effectively — we are wasting resources. It addsto
the cost of Workcover, it addsto employers' costs and it adds to frustration. When claims management falls apart
we finish up with the employer and the employee not working together because of the position that arises. A
delayed claim isaclaim that leads to conflict, no matter what you do.
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We believe that an employer who can demonstrate that they have a proper and systematic claims management
system and a series of protocolsthat can be thoroughly audited should be permitted, subject to an impartia audit, to
fast-track many aspects of claims management. We believe that we can do alot to help claims management in our
own case, but the system does not let us do as much as maybe we could. We believe that if we can be held up and
carefully examined to ensure that there is no impropriety and that people are not disadvantaged because of it, we
can make claims management much quicker and easier from our point of view and much better from the
employee’ s point of view by working it more quickly and effectively — and therefore we can save costs.

Mr THEOPHANOUS — Areyou based in New South Wales or Victoria?

Mr WHEEL ER — We are based in New South Wales. That is one of our issuesin being on the Murray
River. The Murray River so far as Albury-Wodongais concerned is an inconvenience, but the businessworld in
Albury-Wodonga operates across the border virtualy asif the border were not there— apart from, shal | say,
legidative congtraints. Y es, our officeisin New South Wales.

Mr THEOPHANOUS — Have you dedlt with both Workcover schemes?
Mr WHEEL ER — We ded with both Workcover schemes.

Mr THEOPHANOUS — When you talk about claims management, are you able to say that clams
management is better in one sate than it isin the other?

Mr CRAIGE — You might be able to, but will you do it? Come on, have ago!

Mr WHEELER — | do not believe that claims management in either state is good. Claims management
in both areas is fraught with constraints and constrictions.

Mr THEOPHANOUS — Y ou would make a good politician.
Mr CRAIGE — | am impressed. However, | do not know whether Gary was going to say the same thing.
Mr THEOPHANOUS — I think Gary might have a different view.

Mr VOSS— | think they both need revamping, but | know which oneis better than the other. | will tell
you later.

Mr THEOPHANOUS — Y our statements are very general. Anybody can say we should improve claims
management. | read the part of your submission about claims management, and | find it to be very generd. We
have a conciliation system in Victoria, which is based on a set of rules and has been going for awhile now. | would
be much more interested in specific proposals that might give us aguide asto whether that conciliation system is
working effectively and how we could improveit.

Mr WHEELER — | will give you aclassic example. We were called before a conciliation meeting
yesterday here in Wangaratta. Before we attended your authorities had been notified that we did not have aclaim
lodged in relation to that matter. Y et everybody got dragged to Wangaratta to dea with an issue for which there has
been no claim lodged. To methat is an absolute waste of time, effort and money. That iswhere claims management
falsover.

Mr THEOPHANOUS — What about the conciliators themselves? There is an issue about whether the
conciliation processis adequate. How have you found it when you have gone to conciliation?

Mr WHEEL ER — Not up to scratch. The conciliator’ s position in genera isthat of a conciliator, but it is
almost alay-down misére that you will walk out of it saying thereisarea dispute and we will go to the next stage.

Mr THEOPHANOUS — Isthat because they do not have enough power? Should they have more
power?

Mr VOSS— | believe they should have more power.
Mr THEOPHANOUS — Do you think they should?

Mr VOSS— Yes.
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Mr THEOPHANOUS — So try to deal with it more at the conciliation level ?

Mr WHEEL ER — They should be able to make a determination there and then, within certain limits, and
bring the matter to ahead. Merely finding you are in dispute does not achieve athing.

Mr THEOPHANOUS — Should conciliation be mandatory?
Mr WHEELER — Y es, as an important part of a process.
Mr THEOPHANOUS — Should the employers or employees be able to bring alawyer?

Mr VOSS— Yes. | was about to make that point. In the processes that we have been to conciliation over,
in every case the issue of genuineness and validity would probably have been the mgjor reason we were there.
Genuine cases are dedlt with in their own right. The fact isthat in each case the solicitor does not attend with the
individual, aclerk attends, and that clerk has no authority and power to make a decision. He may respectfully ask
theindividua what their opinion is, but the individua is guided by advice that would be received externa to that
conciliation.

| think that in most cases— the ones | have attended — the conciliators have had the opportunity to sum up a
situation quite quickly and succinctly; and the comments made outside those hearings would suggest that if they
had more discretionary power things could be expressed in stronger terms than they are able to be at present.

Mr THEOPHANOUS — Thisisan important issue. The committee has not looked at this very much, but
it does bear significantly on costs and therefore on premiums.

Mr VOSS— It does.

Mr THEOPHANOUS — There are two lineswhich are put in relation to this. One line saysthat if we
allow lawyersto go into the conciliation process the conciliator will be able to deal with cases more quickly
because the lawyers will get ahandle on things and be able to give them amuch clearer picture, so they will be able
to deal with it and get it out of the way. The person feds comfortable that they have alawyer and out it goes. That
isone point of view. The other isthat if we let lawyers back into the conciliation system in asignificant way costs
will explode. Y ou people are in a position to know more about the practica issues that both those questions raise.

Mr VOSS— Why do they say the costs will explode?

Mr THEOPHANOUS — Because lawyers charge money.
Mr VOSS — For their attendance?

Mr THEOPHANOUS — Absolutely.

Mr VOSS— | understand that, but the costs explode when the position aready is that we want to walk
away from a situation when we declare we are in dispute and we go to the courts.

Mr THEOPHANOUS — Why would there not be atemptation for the lawyersto do that and go and get
some more money?

Mr VOSS— That isvery much my point. Each time we have gone to conciliation there has not been any
attempt at al, apart from getting a genuine dispute declaration and going to the next stage.

Mr THEOPHANOUS — But thereis argument about keeping the lawyers out atogether and settling a
certain number of cases without lawyers, which reduces costs.

Mr VOSS— That would be grest.

Mr CRAIGE — But that is not happening.

Mr VOSS— Itisnaot happening at all.

Mr WHEEL ER — Because the conciliator has no power or authority to come to a conclusion.

Mr THEOPHANOUS — Except in limited cases.
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Mr VOSS— If you want my honest opinion, my personal experience isthat oncethelegal practitioners
are involved — thismight be quite provoking — the process of rehabilitation of any genuine individua dows
down greatly to the point that they are not participating in their rehabilitation to the extent they would, because if
they do participate in their rehabilitation and show improvement it harms where they are coming from. The lega
system is rewarded on a negative approach to rehabilitation.

Thewholeissueisthat if somebody isinjured, let us get them back into work, back to their pre-injury duties, and
get them on with life. Y ou will always have trouble with somebody with negative congtraints.

The CHAIRM AN — We have run out of time. We appreciate your coming aong today. Therearea
range of issues, which you have very kindly put in writing. We will ensure that each member of the committee gets
acopy of that. We have had to keep it short because so many people want to see ustoday. We appreciate the fact
that you have come along, and we will have a close look at this document.

Mr WHEELER — If it is appropriate we are available to meet with the committee or come to any further
proceedings because on thiswhole matter we fedl strongly that if it can be brought to a proper conclusion the
benefit to industries and employees will be great. The opportunity of this being looked at right now is something
that wethink is great, but it needs to go beyond atakfest. That is not acriticism of the committee, but it is probably
acriticism of the processin many instances.

Mr CRAIGE — Hasthe Q vaccine been resolved?
Mr WHEEL ER — We till do not haveit.
The CHAIRMAN — Thank you. Wewill send you a copy of the Hansard record.

Witnesseswithdrew.
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The CHAIRMAN — All evidence taken by this committee is subject to parliamentary privilegeand is
granted immunity from judicial review pursuant to the Constitution Act and the Parliamentary Committees Act.
Welcome. We understand you are talking with us regarding both Workcover and GST. Given that we have
15 minutes to do that, | will hand over to you quickly.

MsLEE — It will be mainly on Workcover and just afew minuteson GST. | am the financia manager of
Bruck Textiles, so this presentation comes more from the finance point of view rather than from a strictly
Workcover aspect.

Bruck isalarge employer in Wangaratta. Currently we employ about 620 workers. We make fabric from cotton
and man-made fibres. We process the yarn right through to afinished fabric, so thereisalot of processing. We
weave, we dye, we finish, we coat, we print, so it is acomplete range of textile manufacture. We produce apparel
fabrics— things from ladies wear right through to army camouflage and heavy cotton drillsfor Y akka, King Gee
and Stubby shorts, and those sorts of things. We also produce curtains, sheeting for hospitals, and upholsteriesfor
furniture. It isawide range of fabrics. We produce about 100 000 metres aday, which is 100 kilometres, soina
week we have enough fabric to go from here to Melbourne and back, so thereisalot of fabric.

Our current wages level is about $24 million. The Workcover rateis5.16 per cent. Asaresult of our rate
assessment last year, we actualy came down in terms of the percentage we pay. Basically that was because we
have decreased our claims cost by something like 79 per cent on our 1996-97 figure. The issue that we have isthat
we spent an awful lot of money in looking at where our accidents and injury rates were and addressing those in the
hope we would get some sort of return on that money in the way of lower premiums. That basically has not
happened. We would have expected, based on our claims history, to reduce our premium by something like 1 to
1.5 per cent. Instead, it came down by .5 per cent. So as aresult of the common-law issue and theincreasein
premiums we have lost about 1 per cent.

To get our claims rate down we analysed our injuries and increased our expenditure on manual handling
equipment, which seemed to be our mgjor problem. We have aso employed afull-time risk officer aswell as our
safety officer. We have an injury investigation and rehab officer. So we have been fairly proactive in how we have
tackled the situation. We have avery proactive support and follow-up with injured employees. Wethink it isvery
important that we constantly remain in contact. We even take it to the point of following up and seeing what
support they need. Sometimes you have injured employees who cannot drive, so we finish up driving people to
various appointments and things like that to ensure that we follow up.

In terms of premium calculation, it is difficult to get adirect link between corporate performance and the premium
when you take into account all the complexity in actually calculating the premium. There is the aspect of
understanding the components and the val ues attached and how the components change from time to time. If you
do not keep an absolute eye on it, you find that the claims costs are a constant moving target, so it is very difficult
to calculate it for yoursalf.

One of the other problemsisthat certain factors are well outside company control, such as the F factors. One of the
things | really found quite difficult to understand was why the F factors changed between various companies. For
instance, when we went from Mercantile Mutua to QBE, the F factors went up. It had absolutely nothing to do
with usand | cannot understand why they change between various insurers.

The other one is the time bomb effect. When your premiums are originally calculated, theinitial calculation only
uses two years claims figures and remuneration figures. When the confirmed premium is calculated, it usesthree,
S0 you can nearly guarantee every year you are going to get an additional premium when the final calculationis
done. In our case that has been in excess of $100 000, so when you get to April and think you have been paying
your premium regularly and find that you have $100 000 additional to pay, that isalot to come up with. | dare say
other companies are finding it aswell. It isareal time bomb that sits there unless you know what is happening. All
cases are assessed on aworst possible scenario basis.

Mr THEOPHANOUS — Are you sure about that?

MsLEE — Absolutely. You can seeit on the sheets. If you get aninitid calculation, you will seethey are
only using two yearsfigures. We have a concern that all cases are assessed on aworst possible scenario, with a
cut-off at $156 000 or thereabouts. That figure isthen included in the claims cost for the calculation of the
premium. If the claim is settled for alesser amount, there is absolutely no recourse. Y ou are stuck with the
$156 000, or whatever the worst possible scenario was judged at. The way the experience factor or the claims
factor works, it isvery difficult. If you reduce your remuneration, you would automatically expect that the 636
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premium would decrease. Thisis not necessarily the case. The E factor is set as a percentage of your remuneration,
s0if your claims costs remain the same and your remuneration goes down, you end up with a higher E factor, and

therefore there is no decrease in your premium level. That isbasically it in terms of the premiums.

Asto theimpact of premiums on Bruck, we consider it as part of our on-cost loading, but we do not believeit plays
amaor factor in terms of our employment. We do not assess our needs for employment based on the Workcover
premium. Asfor the criterion in relation to the payment for the workers compensation scheme and whether there
should be any compensation, we believe there should be a revenue cost-neutral position, and we believe thereisa
need to develop open partnerships between the employer, the employee, the medical provider and theinsurer. Itis

really important to get some flow of information with the medica provider aswell aswith the insurer and the

employee. We have found that by early intervention in that part of it, you can usualy get alot better dialogue with
the medical practitioner. That worksreally well in getting people back to work, and is an important factor. | think

that isabout it on Workcover.
The CHAIRMAN — Any questions on Workcover?
Mr THEOPHANOUS — You said your rate is 5.16 per cent?
MsLEE —Yes
Mr THEOPHANOUS — In dollar terms, how much is that?

MsLEE — It is$1.2 million.

Mr THEOPHANOUS — Being alarge company, the biggest factor that would be taken into account in

your case isyour experience as a company?
MsLEE — Yes, it isabout 64 per cent currently.
Mr THEOPHANOUS — Therewas an increase in the category for the whole industry.
MsLEE — That'sright.
Mr THEOPHANOUS — It went up by one.
MsSLEE — Yes.

Mr THEOPHANOUS — Which would affect your premium aswell — not as much asif you werea

smdler company, but it affectsit nevertheless.
MsLEE —Yes.
Mr THEOPHANOUS — But overal you have had a decline, you said?
MsLEE — That's correct.
Mr THEOPHANOUS — You are paying $1.2 million. What wasiit last year?
MsLEE — Just on $1 million, but the rate has decreased.
Mr THEOPHANOUS — Because of the remuneration?
Ms L EE — The remuneration has gone up because we have just put on another 120 employees.
Mr THEOPHANOUS — Good on youl.
Ms L EE — So the rate has come down from 5.7 per cent to — —
Mr THEOPHANOUS — To0 5.16 per cent.
MsLEE —Yes

Mr THEOPHANOUS — Y ou are saying it would have come down further.
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MsLEE — Absolutely.

Mr THEOPHANOUS — But 15 per cent isthe loading for common law. Y ou have had adecreasein
Workcover, but the fact that you did not get as much of a decrease as you would have liked means there are two
factorsin there?

MsSLEE — Yes.

Mr THEOPHANOUS — Y ou understand that one factor isthe 15 per cent for common law?
MsSLEE — Yes.

Mr THEOPHANOUS — But thereis aso asecond factor, which isthe increase in the industry rate?
MsLEE — That'sright.

Mr THEOPHANOUS — That redly istheissue for companies like yours. Would you prefer to have
more of your own experience being the determining factor, or would you prefer to keep the balance more or lessas
itisnow?You are a 64 per cent.

MsLEE — | would sooner have more of it from our experience, because we have reduced our claims cost
so dramatically.

Mr THEOPHANOUS — Thetrouble with it isthat the companies that have been reduced al say, ‘We
want less', and the ones that have done worse all say they want more.

MsLEE — Obvioudy it can be done to reduce your claims cogt, but thereisacost toit.

Mr THEOPHANOUS — In principle, what you are saying is you would be prepared to cop it if you did
worse?

MsLEE — Absolutely. We have a $90 000 claims cost and we pay $1.2 million in Workcover premiums.
Mr THEOPHANOUS — Your Z factor is set a 64 per cent a the moment?
MsLEE — That'sright.

Witnesswithdrew.
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The CHAIRMAN — Thank you, Mr Challman, for changing the time of your appointment. We
appreciate that, it helps our program immensely. All evidence taken by this committee is granted parliamentary
privilege and immunity from judicia review pursuant to the Constitution Act and the Parliamentary Committees
Act.

We understand you are talking to us regarding both Workcover and the GST. We need to separate the two topicsin
the 15 minutes we have available. So we need to be quick, but we have to deal with them separately. If you would
say afew things about Workcover, whichisfirst on my list, we will ask some questions and then get on to the GST.

Mr CHALLMAN — The obvious beef everyone has with Workcover is that the premiums have shot
through the roof. On our estimations we have gone up 1.1 per cent. That does not sound much, but itisafew
thousand dollars. The other thing that annoys me alittle about the premiumsisthat you seem to be getting overdue
accounts before you actually get the account. They are very dow getting them out. Obvioudly they have alot to
process, but if they could forward their accounts alittle bit sooner it would give us alittle bit more time, because it
isalot of cash that you have to find in one hit. If you are not expecting it to come, you could be in abit of strife
with your cash flow. They offer abonusfor early payment, but you cannot take advantage of it if you do not have
the cash.

Another beef | have with Workcover is about why it should be on superannuation. There is no risk whatsoever on
payments to superannuation. We have to pay our guys super. That money is not going out on abuilding site and
being open to accidents or anything, it is going straight from our account to a superannuation fund. Thereisno risk
whatsoever there for aWorkcover claim. That isquite alot of money.

Another thing we want to beef about isthat we are in the construction industry, which is classed as ahigh-risk
industry, but not all of uswork on construction sites— yet we all pay the high premium. That is not right to me. |
have three or four office workers, and they should be on a different premium from the carpenter and the labourer on
site. | have not split up the costs, but it is probably about a25 to 75 ratio.

Mr CRAIGE — Isyour work done in an office where those two people are employed?
Mr CHALLMAN — No.

Mr CRAIGE — Have you ever tried to get that changed?

Mr CHALLMAN — No.

Mr CRAIGE — | think you would find that you are quite entitled to.

Mr CHALLMAN — | am surewe are entitled to it.

Mr CRAIGE — Why not do it and reduce your payment?

Mr CHALLMAN — Just hearsay, that it seemsthat isthe money you pay and that isit.

Mr CRAIGE — I would not accept that if | wereyou. Clearly, if the premises where your workersin
adminigtration are is not the site where you are doing the building and you can separate that, you should try.

Mr CHALLMAN — That istheway itis.

Mr CRAIGE — | would giveit agoif | wereyou. | would try raise that issue, because | do not believe
you should be paying that high premium for those people.

Mr CHALLMAN — We are paying 4.5 per cent. | do not know what the officerateis, but | imagine it
would belessthan 1 per cent.

Mr CRAIGE — Itis.

Mr CHALLMAN — Aswe arein ahigh-risk industry the way the laws are structure isabit of a
disincentive to employing people. No matter what happens on asiteit isaways my fault. Whether the idiot does
thewrong thing and you have told him not to do it does not matter; it is aways my fault. That is not right. We go
through inductions and training and everything, and guys are licensed to use equipment. They are supposed to be
competent at their trades, but if they have an accident it is till my fault. | do not know how we address that.
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If some poor guy gets killed on asite, it might not be anything to do with me but | could be up for industria
mandaughter for it. | am alwaysin thefiring line just because | am aprincipal contractor. If | miss one lawsuit,
thereis aways another one down the track trying to get me. Ever since common law came back into it the lawyers
have been feeding off it, and the poor guy who has been injured isusually left out of the dark alittle bit. The thing
isthat we try to help wherever thereis an accident, but we are aways advised to say nothing because we might
incriminate ourselves. That is not right. We are trying to help people, but that isthe way the law is and the way the
lawyers operate. That isabout it for Workcover.

The CHAIRM AN — How many employees do you have?

Mr CHALLMAN — Two directors, 2 office staff, 9 carpenters and labourers, and 2 apprentices. They are
direct employees.

The CHAIRM AN — What was your premium thisyear in dollar terms?

Mr CHALLMAN — In dollar terms it was $14 800.

The CHAIRMAN — What wasit the year before?

Mr CHALLMAN — Itisabit hard to say. It was $7600 last year, but it was on a different grossincome.
The CHAIRMAN — Has your gross income gone up?

Mr CHALLMAN — It has. In percentage terms last year it was 3.4 per cent and thisyear it is4.5 per
cent.

The CHAIRMAN — What isthe effect on your business of that sort of increase?

Mr CHALLMAN — It ingtantly takes extra cash out of your cash flow. A lot of our projects are aready
tendered for and are running, so it isacost on your overhead that you did not alow for originaly. It is something
you have to wear. Y ou might get some of it back on the job you tender for, but it isjust one of those things.

MsDARVENIZA — What hasyour claims history been like?
Mr CHALLMAN — Nil.
MsDARVENIZA — Y ou have never had any claims?

Mr CHALLMAN — No, | have run our business for four years. Previousto that it was 50 years, and |
cannot ever remember any claims.

MsDARVENIZA — So the premium increase would redlly, | presume, be down to extra staff, if you
have employed extra staff.

Mr CHALLMAN — Itison our estimate of wages.
MsDARVENIZA — And the industry rate has gone up.
Mr CHALLMAN — | have no doubt about that.

MsDARVENIZA — Do you have any difficulty with us having a chat to Workcover and finding out
exactly why your premium hasincreased?

Mr CHALLMAN — Not at dll.

MsDARVENIZA — Earlier you mentioned the superannuation. That was something that was introduced
in 1997 under the previous government. Our government has reintroduced common law, which hasresulted in a
15 per cent increasein your premium for thisyear, and then of course the GST has been introduced by the federa
government.

Mr CRAIGE — And the category has gone up one.

MsDARVENIZA — | mentioned that, Mr Craige. The category has gone up one, so that probably pretty
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much accounts for your increase.
The CHAIRMAN — Did you have aquestion?
MsDARVENIZA — No, | just wanted to check that.
The CHAIRMAN — Thank you.

Witness withdrew.
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The CHAIRM AN — We welcome Mr Greg Clydesdale, the human resources manager for the Rurd City
of Wangaratta. All evidence taken by this committee is subject to parliamentary privilege and is granted immunity
from judicid review pursuant to the Constitution Act and the Parliamentary Committees Act. | understand you are
with usto talk about Workcover. We have just 15 minutesto deal with this subject. They way we usudly do thisis
for you to make an opening statement and for usto ask some questions.

Mr CLYDESDALE — In discussions with Workcover the council has been concerned about the fact that
we see Workcover premiums particularly impacting on loca government in anumber of ways.

Our claimsrecord hasimproved. Our emphasis on occupational health and safety isredlly to be unquestioned. Not
only within council but aso within the community we are recognised as an employer that has good occupational
health and safety practices. We have reduced our incidence and certainly reduced the severity of our claims, but our
Workcover premium isstill increasing, and that is therefore a cost to the community.

The Victorian Workcover Authority also seemsto communicate our premiumsin avery illegible fashion. We ded
with aparticular insurance company. When we, for instance, alter the structure of our organisation in conjunction
with our insurance company, the Victorian Workcover Authority rel eases premiums. All it says on those noticesis
thingslike ‘Workcover adjustment’. It does not give us any indication of whether it was because one areawas
changed or because of our previous history, or whatever. We have also been subject to anumber of reviews.

Mr THEOPHANOUS — Why didn't you ask Workcover for them?

Mr CLYDESDALE — We have asked Workcover for details of the accounts. So far that has not been
forthcoming, because they say they are acting on advice from QBE, which is our insurance company.

Mr THEOPHANOUS — They won't give you access to information about your — —

Mr CLYDESDALE — We have dowly been getting it. It isunder review at the moment. It is certainly
gtill not resolved, particularly with the High Country Library, whom we deal with. Asfor the detail onits
succession rate — and thiswas arising out of an audit that went back to 1997, the details of which are dightly
messy inthe sensethat it isrelated to the High Country Library, which took over buildings and premises from the
previous north-eastern regiona library — the Workcover Authority has deemed that those sites now have to be
reappraised for premium purposes. We are trying to resolve how that has occurred and the formulathat is being
attached, because they are now backdating premiumsto 1997, based on ahistory that has occurred since 1997. So
the formulas that Workcover is applying are not based on the current position.

Mr THEOPHANOUS — Do you mind if we ask Workcover for thisinformation?

Mr CLYDESDALE — No, that would be fine. One of the other matters we have had a bit of difficulty
with aswell, and we actualy have advice from the Minister for Workcover, isin relation to our family day care
workers. We bdlieve that our family day care workers, arising from acase at Box Hill someyears ago, are
contractors and not direct employees of the council. Workcover is deeming them to be employees, and obvioudly it
has a big impact on our Workcover premium. At this stage we have had advice from both the Minister for
Workcover and from our insurance company that will hopefully resolve the matter. But the impact is that we would
need to be seeking extrafunding for that sort of premium cover, because the family day care areaiis funded from
the federa government and it makes no allowance for Workcover payments or Workcover premiumsin its
funding.

The CHAIRMAN — Doesthe funding flow from the federal government through the council’ s payraoll
system?

Mr CLYDESDALE — No, it does not.
The CHAIRM AN — How do the workers receive funding?

Mr CLYDESDALE — With our family day carers, they are contracted in effect by the parents, because
federa government funding islinked to parents rather than anything else.

The CHAIRMAN — So the federal government funding goes from the federa government to the parent
to the carer?
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Mr CLYDESDALE — It actually comes partly to the parent and partly to the council, because we have
taken arole asthe administrator of the family day care service. To that extent the family day carer bills us, asany
other contractor would, based on the number of hoursit has contracted with the parents, and we then disburse the
federa government funding to the family day carers.

Our submission to QBE was on the basisthat — it is not just my belief — we do not in fact have any control over
the family day carers. They provide servicesin their own homes. They contract the parents. The parents themselves
can say they want a particular family day carer or afamily day carer can refuse children of a certain parent if they
want. So the relationship isreally with the parent and the family day carer. | guess our component initis
administering the scheme for the federal government. We have to make sure that the — —

The CHAIRMAN — | do not think we are in a position to sort this out for you. It isnot strictly within our
reference. | am aware of this situation from aprevious life, and | am surprised that thisis still unresolved after what
must be at least Six or seven years.

Mr CLYDESDALE — | guess| touched on the fact that we have been audited back to 1997. We had a
fairly large component of resources where we had to provide information to the auditors that Workcover imposed
onus— | guessthat istheword. A lot of resources were required to give them information that they had aready
received. At this stage the report that we have had from the auditor isthat basically our reporting wasfine. There
were no discrepancies. They have made arecommendation that we combine some of our work units that we had as
separate units for costing purposes internally. The auditor has suggested that they now be aigned as one unit.

That will provide, | guess, difficulty for usfor interna costing reasons, but it will not impact al that much on our
premium as such. But it isan indication that the Workcover authority has audited us back to 1997, and quite alarge
amount of resources was required to meet that audit. | guessit isadditional cost to the council and the community.
Wewere of the opinion, but what was the purpose of that when they had already got al the information? We did
not provide them with anything new or anything they did not aready have.

Mr THEOPHANOUS — Y ou said your premiums have gone up?

Mr CLYDESDALE — Yes.

Mr THEOPHANOUS — Areyou able to provide us with any figures?

Mr CLYDESDALE — | do not have them with me today, but certainly | can, yes.
Mr THEOPHANOUS — Isit 5 per cent or 10 per cent, or isit— —

Mr CLYDESDALE — Thereisabout a 25 per cent increase in our premiums.

Mr THEOPHANOUS — Areyou the officer responsible for this area?

Mr CLYDESDALE — Yes.

Mr THEOPHANOUS — So you have cometo a public hearing of this committee and you do not have
thefiguresto tell us how much theincreaseis?

Mr CLYDESDALE — | was not aware that | would need that information for you.

Mr THEOPHANOUS — We had asimilar situation in Gedlong, where a member of the council came
along and said they had had an increase in council and it later turned out that there had been a decreasein the
premium, to the embarrassment of the council and the officer. So | just ask you again to be clear: without the
figures— and you are being very vague — has there been an increase, and what is the extent of that increase?

Mr CLYDESDALE — | guess— —

Mr THEOPHANOUS — And you can answer by saying, ‘| do not know’.
Mr CLYDESDALE — | would prefer to say | do not know.

Mr THEOPHANOUS — Thank you.
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Mr CRAIGE — We have some material here. | want to clear the date a bit after that lot. | have
information from the Workcover authority. The Rural City of Wangarattaislisted as being registered for eight
different Workcover business aress.

Mr CLYDESDALE — Yes, | think it was actually more than that, initidly.
Mr CRAIGE — Isthat what you are talking about working on?

Mr CLYDESDALE — | have only been HR manager for 12 months. Before my time there was dready a
review under way from QBE to establish the actual work locations. Council obvioudy hasthis building here asits
main work force. We have abuilding up the road. We have a child-care centre that is separately located. We have
an operations depot separately located, where most of our outdoor work force goes from. For accounting purposes
and arising from the competitive tendering arrangements of the previous government, we had to cost each of those
units, so Workcover costs were separated out based on their locations. They have now been changed, and that is
what has redlly led to the incomprehensible nature of the Workcover premium reports.

Mr CRAIGE — | aminterested in acouple of things. | would like to ask a question for interest’s sake as
much anything else. | notice that you have atravel agency service.

Mr CLYDESDALE — We have atourist information service, and | think it is classified under the
Workcover categories as atravel agent.

Mr CRAIGE — That isatourist information service?

Mr CLYDESDALE — That isright.

Mr CRAIGE — Within the shire?

Mr CLYDESDALE — Yes.

Mr CRAIGE — And you provide advice, and that is a separate business unit?
Mr CLYDESDALE — That isright, yes.

Mr CRAIGE — The other oneiswool sdlers, farmers supplies and wholesaers.

Mr CLYDESDALE — | think that would be our saleyards. We have a saleyard that the council runs and
maintains, and that is a separate organisation.

Mr CRAIGE — lan't it incredible how easy it is when you know what you are talking about. When we
get these things | look at them and say, ‘ Thisisavery progressive council. It isinto wool selling and wonderful
thingsliketravel agents, but it is about information and saleyards.

The CHAIRMAN — If you want to make any written submission to usin relation to premium figures
once you have worked that out, we would be happy to receive that from you.

MsDARVENIZA — We asked you about getting the information from Workcover, and you agreed to
that?

Mr CLYDESDALE — That isfine.
The CHAIRM AN — Thank you for spending timewith us.

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

| understand you are talking with us about Workcover. Over to you, after which we might ask you some questions.
We have 15 minutes.

Mr CRAIGE — Do you have the figures?

MsTAYLOR — No, | do not. We have had avery busy period at Brown Brothers, in that we have just
been through a bit of adownsizing exercise, so our resources have been fairly strapped. | apologise for that.
However, another reason why | do not have the figures with meisthat | came here on adightly different tangent,
possibly because of alack of information before | got here. The views | put together to present to you are less
related to financial impactsin an absolute sensein terms of Workcover premiums, because although ultimately they
areto do with dollars and cents my main objectives with respect to the case management of Workcover at Brown
Brothers are very much to do with the culture and the productivity impact within the workplace in terms of the
Workcover system itsalf.

However, if | can proceed, there are anumber of points. Work isonly afactor in the mgjority of claimsthat we pay
out on. Under the system the employer bears the onus of providing or actualy refuting the evidence as opposed to it
being the other way around, where an employee provides evidence that it iswork related. Our significant claimsin
the past couple of years have tended to be more age-rel ated, about deterioration in physical ability. We have issues
with pre-existing injuries whereby we make those injuries worse, so we then wear aclaim.

Wework very hard a minimising our claims and ultimately our premium, and | think we do it very well. We are
happy with our insurer, but at the end of day we are the people who manage our cases, not the insurer. Every now
and again we get a bit disheartened because we see that the effort in claims management is as much about the
impact on the company asit is about the impact on the individua. It is very important that individual s return to
work and that they get their lives back together and continue to grow and develop and live their lives.

The way the Workcover system is set up meansit can detract from that for both parties, especialy in terms of the
ageing population of the work force. Y ou tend to be discouraged from actually seeing past that at times, and you
tend to hire younger workersfor physica work. That isa pretty key issuethat | believe needsto be addressed for all
parties. Although there is some financial incentive for individuals, we end up with some victims of the system, if
you like, because of the solicitors' role and this role and the path they embark on. | can be more specific if people
wish meto be.

| think that is my main message here. It is about money, of course. Overheads on abusiness, if they grow and if
they are there, affect business. They affect how you grow, and they affect your decisions. We have taken some
pretty hard decisionsin the past fortnight to ensure that the business does grow and continuesto grow for
everybody concerned. All in all it isthe actua cultural impact of the system that | find the most difficult to manage.

Mr THEOPHANOUS — Thank you for coming along. A lot of uswould agree with you, especially
about the cultural aspect. It redlly is about developing a culture of safety, of everybody pulling together, of
returning to work and all those things. That is not easy — that isthe hard part — but that is ultimately what you
haveto do if you are going to reduce premiums.

Inlooking at what it isthat you do, | notice that there are four categories of your operation that affect you. You
have grape growing; wine, brandy and fortifying spirits manufacturing; beer, wine and spirits agencies; and beer,
wine and spirits wholesalers. | do not know how many employees you have in each of those categories, but |
suspect you have afew in each of them and some in corporate head office administration. Of coursethe last one
attracts the lowest premium, because they are basically office people. The agencies oneisadso alow premium — it
is0.86 per cent asaindustry rate — but the high ones are obvioudly at the end where the actual manufacturing
takes place.

There are two things about that. Asindustries the two categoriesthat | first mentioned, the grape growing and the
wine, brandy and fortifying spirits manufacture, went up by two categories each in the past year. Essentiadly that
means that the whole industry has had aworsening occupational health and safety record. Even if you did not have
any claims, some aspect of that would be reflected in your premium. A proportion would be reflected, depending
on your size. Two questions arise out of that. We could put more weight on the experience of the company and not
take as much account of what happensin the industry. We could change that formula; that might help you, but it
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might not.
MsTAYLOR — | would liketo think it would.

Mr THEOPHANOUS — That is one thing we could do that might help it dlong. Alternatively we could
just look at how we structure al the industries atogether to see whether thisis the most appropriate way of doing it.
Do you have any thoughts on that?

MsTAYLOR — From the company’s point of view | would say it would be better to pay on the
company’s experience, but | do not have the big picture that some people here would have. It isan insurance issue
somewhere along the line. | am sure there are some small players who are subsidised by the larger players.

Mr THEOPHANOUS — Thereisabit of a cross-subsidy.
MsTAYLOR — | would find that difficult to comment on.

Mr THEOPHANOUS — The question | want you to answer iswhether you would be prepared to cop it
in the event that you had accidents.

MsTAYLOR — Yes, wewould.
Mr THEOPHANOUS — Y ou would?
MsTAYLOR — Wewould because — —

Mr THEOPHANOUS — Y ou would not come back and say you had couple of accidents and one was
dodgy or something. That iswhat we are getting dl thetime. They dl have to be paid for, even if they are dodgy.

MsTAYLOR — Asl said, | think we do well at case management, and therefore | would sit here and say
we would be pleased to do that. We are safety map certified.

Mr THEOPHANOUS — That raises another question. Do you think companies which are safety map
certified should get a specia dispensation as an incentive? There are not al that many that are certified.

MsTAYLOR — No, thereare not. | cannot answer that yet, because although we are safety map certified,
and | am proud of that on behalf of the company, | am still waiting to see the results of that. If you were to ask me
whether | would give people an incentive to do that, | would say that | would want to see the effects of that on our
business before | could answer that on the whole.

Mr THEOPHANOUS — | would be interested to know what you think later.

The CHAIRMAN — Another year or two down the track you might be very happy to give us an answer.
You indicated earlier — | read into what you were saying — that the system Workcover hasfor dealing with
claimsis not as efficient as you thought it could be.

MsTAYLOR — | was commenting on two fronts. In terms of claims management | find our insurer very
cooperdtive, but | think we do the claims management.

The CHAIRM AN — Would you like to enlarge on that?

MsTAYLOR — | think that our insurer is often more happy to jump on board a process as opposed to
really looking at the issuesin acase. They will go down the road, but we will be the onestelling them to stop a
minute and come back and look at this. We often have to drag them back to have alook at something.

Mr CRAIGE — There might be afew intersectionsin the road.

MsTAYLOR — Thereis, and they go through them. It isimportant to us as a company that \WWorkcover
existsfor our employees and that if employees areinjured they are looked after, but at the sametime we are very
wary of creating aculture whereit is seen as an option if the going gets tough or if things are not quite working out
theway you would like them to. We all know — | said this before and | am fedling alittle bit outspoken — that if
you have asore back and you do not like what you are doing, your back hurts alot more than if you like what you
aredoing.
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Mr THEOPHANOUS — It happensto mealot in Parliament.
Mr CRAIGE — He causes us to have something else.

MsTAYLOR — A painin other places! | know it isdifficult at times, but in terms of the system it isup to
the employer to provide the evidence or proof that aclaimisnot to be substantiated. If you could share that around
alittle bit, I think we could get a better culture in our workplaces.

The CHAIRMAN — Do you think we might also reduce the total cost of Workcover if weimproved the
management of the claims?

MsTAYLOR — Yes.
The CHAIRMAN — Are we rushing into settlements to get things off the book?

MsTAYLOR — | believe we are. That and the fact that we have thisimbalance. It might sound easy
from an employer’ s perspective, but | think that at timesit is not healthy for either party. We have not had thisfor a
number of years because we have done alot of work in changing that culture, but in the past we had an individual
who was hidden away for two years pending acommon-law case that was coming up. We believe that this
individual actualy had some serious psychologica problemsin that they could not walk properly, but there was no
medical evidenceto say why not.

That person, with the support of a solicitor firm, effectively had to hide for two years before a hearing because they
could not be seen to be getting on with their life because there was apparently too much money to be gained by not
getting on with their life. That went on for two years. The insurer wanted to settle but we stood our ground and
went to court, and we won the court case outright. They even incurred costs. That was asad way to end something
likethat.

Mr CRAIGE — With proper case management in the intervening two years there could have been a
hedlthy end toiit.

MsTAYLOR — | can see the sensein having the ability to sue under common law, but at the sametime
it does give people alot of incentive, and it isalong process. They do not get on with their livesin that long
process. That ismy issue with that.

Mr CRAIGE — Asahuman resources manager for acompany you have shown today a number of
practical approaches to the management of employees. It isa credit to you and to your company that you have
taken this approach. Far too often the issue of case management isleft to the system, and those people end up
disappearing into awhirlpool that they cannot handle asindividuals. It is credit to you that you guys take those
people on board and manage them.

Mr THEOPHANOUS — | agree with what was just said. In conclusion | want to ask you this: | know
that you have done well in your company, and from you have told us | can understand why, but why do you think it
isthat in those two areas the othersin your industry are doing so badly?

Mr CRAIGE — | look after the YarraValley, so be careful.

MsTAYLOR — Itisinteresting, because you are talking about an environment in an packaging area, for
example, whereit isrepetitive. It relieson alevel of fitness, and it also relies on alittle bit of mentd aptitude. |
supposeit isan old industry; | think the average term of employment of our bottling hall employees could be
something like 14 years. We have one employee in the bottling hall who has been with usfor 30 years.

It isrepetitive, itisrapid and it is getting faster. They are having to keep up with faster and faster equipment. In our
business alot of those people have been in the same employment for along, long time. That isatest of the mind
and the body. That isin the packaging. In the vineyards, againit isrepetitive and it is not mindless. It isvery hard to
find an employee who can work repetitively and do the same thing and till make decisions that are quite complex.

Mr THEOPHANOUS — Isit because of smaller companies that maybe do not make the effort? Do you
think it isthat? It has gone up two categories.

MsTAYLOR — | wonder if it isabout alot of the smaller operations coming on board. We have a bit of
aproblem with pruning in the snow. Asyou can imagineit puts pressure on various parts of the body and is 650
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repetitive. It istrue cool climate wine. It may be alot of the smaller businesses. It may demonstrate the growth of
theindustry and that alot of employees coming in are perhaps not as suitable as they might be if you could select
them abit more dowly. We are not overendowed with a selection of skilled vineyard hands or packaging hands
around here at the moment.

MsDARVENIZA — Itisagrowth industry so | guessthere are those e ements about new employers
coming in and new businesses being set up. | guessthere is something about the itinerant nature of the workers. |
grew up in the Goulburn Valley, and the pickerswould come in for the picking season and the canners would come
in for the canning season. Do you think that has something to do with it?

MsTAYLOR — | think it hasto do with growth. We very much make ajudgment at interview whether
we would be exposing our casual staff to any further risk by repetitive work. | know that in the past season of
pruning and picking we have been alittle concerned about some of the people we have put on, but we would not
have anyoneto put on if we did not put them on. It might be the industry growth and the sort of employee we
attract.

The CHAIRM AN — Thank you for coming along. We will send you a copy of the Hansard record for
you to look at.

Witnesswithdrew.
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The CHAIRMAN — Welcome, Mr Symons. 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. Y ou are here to talk with us regarding both Workcover and GST. We haveto
separate the two topics for the purposes of our record. If you would like to talk about Workcover first, we have
15 minutesto do that.

Mr SY M ONS— Workcover is something that we appreciate has been important to Victorian workers for
many, many years. We work in an environment wherein my 25 years of running abusinessin this city we have
never had aWorkcover claim or aWorkcare claim, or whatever its predecessors were. Our industry as arule would
be regarded as an industry that hasavery low level of risk. In the year 2000, over the three entities | am involved
with we spent atotal of nearly $4500 on Workcover, and in 2001 thisincreased by 20 per cent.

I have got my little brochure that tells me | should expect a 20 per cent increase. That does not give me very much
comfort at dl, becausein my line of business, and given the way | approach things, if | have to spend more money |
expect better results. We have not seen that. In fact when it comesto Workcover | had cause to contact the
Workcover people about an inspection we had that was most unsatisfactory. | wrote to the department concerning
that particular issue. That is probably not of any interest to you people here today, but it does not make my attitude
to Workcover and increasing expenses any easier to accept when | see that the performance of the Workcover
peopleislessthan satisfactory.

Mr CRAIGE — What do you mean?

Mr SYMONS— If you want me to be specific, we have just recently located our pharmacy in astore
built in 1959. When the former tenants, Fosseys, |ft, they had to make the store good, which meant taking away
wall and floor fittings. Unbeknown to me there were sometiles|eft on the floor. | wasin my pharmacy on abusy
Thursday when a chap approached me and asked if | was the owner of the building. | said yes, and he said, ‘1 am
Mr XY Z from Workcover. Are you aware that you have an asbestos problem? . | said, ‘| am awarethat | have
ashestos on the roof of my building, and | have checked with the architect and he said that if | am not doing
anything to the roof there won't be any problems. That isthe only discussion | have had on ashestos . He said,
‘Well, therearetilesin your building which | believe to contain asbestos . Not being in that particular industry, |
was surprised.

Asayoung lad we had those sorts of tilesin our home in Mentone, and nobody died of asbestosis as aresult of that.
Anyway, he then went on to say, ‘Well, thisisavery serious situation, and | will be serving papers on you this
evening. Wherewill you beat 7 o’ clock? . | might add that thiswas about 5.30. | said | would probably still be at
the pharmacy at 7 o' clock. He said, ‘ Righto. Give me your name and number’, which | did. He said, ‘1 will be
going away to prepare papers . A 10to 7 herang to say he could not prepare the papers. He had a computer
problem. He asked where | would be later that evening. | said, ‘1 will be doing some further work at afriend’'s
place . He said, ‘ Give methe number’, and he then tracked me down to another pharmacy where | was working.

At 10to 10 at night he presented me with some papers. He ran through the whole process of the asbestos laws
under Workcover. He said, ‘1 will have to close you down for fivedays . | said, ‘ Gee, that’s seems pretty tough'’.
Hesaid, ‘Wdll, you were supposed to have notified Workcover that there was asbestos in the building, and you
have not done so. Thisisthe process you have to go through. Y ou have to get alicensed asbestos removalist. Then
you have to get a hygienist to come from Melbourne to check that the asbestos has been removed to our
satisfaction. When we have approved that, you will be ableto start all over again’. | said, ‘ This seemsto befairly
onerous. If | were ableto get alicensed asbestos person here tomorrow, could we not start the processthen? . He
said, ‘No, you have do this, and don’t go trying to contact any local Workcover inspectors because | will pull rank
on them anyway. | do not liveinthe area. | live near Shepparton, and that is agood thing because | am not closeto
thelocal contractors, so | am not going to be affected by any relationships | havethere'.

| was absolutely shattered. The next morning | contacted alicensed asbestos fellow and explained the predicament.
He camein and had alook. The Workcover guy camein and we started this process — five days penalty. He made
several other trips. On one of histrips he just walked straight up to me and said, ‘| am going to be spending some
more of your money. Thisiswhat you have to do to complete this process . He was just a thoroughly objectionable
man.

MsDARVENIZA — Thiswasin your shop? Y ou had aready moved into the shop and you were running
your business?
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Mr SYMONS— No.
MsDARVENIZA — No?

Mr SYMONS— Thiswas at my former pharmacy, in front of a shop full of people. The next part of the
sagal will ——

MsDARVENIZA — But you had not occupied the building where the ashestos was?
Mr SYMONS— No.
MsDARVENIZA — It was the one you were going to move into?

Mr SYMONS— It was one we were going to move into. The building had been occupied for many years
by Fosseys. The origina conversation took placein my pharmacy in front of as many people as are standing here.
One of my customers came to me sometime later and asked who the man was who had been speaking to me about
ashestos. | said he wasthe Workcover guy, and she said he was the most offensive person she had come across.

Mr THEOPHANOUS — Can | interrupt you for aminute?
Mr SYMONS— Yes.

Mr THEOPHANOUS — We are not here to listen to your views about the personality of particular
inspectors. They have ajob to do aswell. We are hereto listen to why you think your premiums have gone up.

Mr SYMONS— With respect, sir, | asked if you wanted to hear that story and | wastold you did.
Mr THEOPHANOUS — Fine, but - -
The CHAIRM AN — Heisanswering a question, Mr Theophanous.

Mr THEOPHANOUS — Heis, but it isaquestion of relevance, Mr Chairman. | do not know what this
has to do with the premium increases.

Mr SYMONS— | can tell you quite candidly, sir. Y ou asked about my attitude to premium increases, and
my attitude isthat if you are going to increase your premiums you should be providing a better service. My attitude
isthat Workcover isnot providing a better service, that my recent history of contact with Workcover islessthan
satisfactory.

Mr THEOPHANOUS — Have you ever seen anyone suffering from asbestosis?
Mr SYMONS— | have, onthe news.
Mr THEOPHANOUS — Do you think it is funny?

Mr SYMONS— | certainly do nat, but | certainly do not think it is very funny when an ingpector can
walk into my pharmacy and be as rude and abusive as he likesin front of my pharmacy.

Mr THEOPHANOUS — Do you think the inspector has aright to get rid of what is avery dangerous
substance?

Mr SYMONS— Sir, the amount of substance involved was sometiles sticking to the floor on the
perimeter of the pharmacy. When the hygienist cameup — —

Mr THEOPHANOUS — But it only takesasmall filing.

Mr SYMONS— Hold on, a one stage you did not want to know about the story and now you want to
know it in detail. Can you tell me, sir, which way you would like this meeting to go?

Mr THEOPHANOUS — Y ou said you have had an increase of 20 per cent. The main reason you have
had an increase in your premium has to do with the reintroduction of common law. If that isyour problem with
Workcover, | am happy to hear your viewsin relation to that. Safety isabig part of what Workcover does. If you
have a problem with a particular person and the way they dedlt with you, that is an issuefor you. The issue of
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ashestosis and whether it should be removed as soon as possibleis anissue. If you are saying it should not be
removed as soon as possible — —

Mr SYMONS— Sir, with respect you have missed the point entirely. The difficulty | haveiswith a
Workcover employee and his approach to somebody with whom there was a problem. The difficulty isnot in
relation to my attitude to asbestosis or ashestos or the rights and wrongs and roles of Workcover inspectors, but | do
believe that people going about their business should be dealt with in areasonable manner.

Mr THEOPHANOUS — There are rude peoplein all sorts of enterprises. The issue hereis not about
rude people, it is about the premium gquestion and whether in your case you should have been asked to remove it
straightaway or, as you are suggesting, you should have been given some leeway.

Mr SYMONS— No.
Mr THEOPHANOUS — What are you saying?

Mr SYMONS— What | am saying isthat this committee has asked me for my attitude to the increase of
20 per cent in Workcover.

Mr THEOPHANOUS — Correct.

Mr SYMONS— The answer that | get from information likethisisthat it islargely to do with the change
inthe law whereby people are alowed to make common-law claims. Y ou know that already; what | haveto say
about that isirrdlevant. That was something that was done through Parliament, and apart from the ballot box |
cannot do anything about that. WWhether | comment about it is, | would think, largely immaterial. Y ou are asking me
about my attitudes to increases in Workcover premiums, and | take it that that should be about any problem | have
with theincreases, not necessarily the ones you can explain. My attitudeisthat if you are going to make a
substantia increase of 20 per cent, | think the performance should be on the increase rather than the decrease. The
performance of aparticular person — —

Mr THEOPHANOUS — How was the performance bad? Performance in my mind isif the asbestos was
not removed and there was a Workcover claim which cost $500 000 as aresult of asbestosis. That would be poor
performance, would it not?

Mr SYMONS — Sir, the Situation isthat it would not have mattered particularly whether we were talking
about ashestosis or somebody who tripped over ahole or had been electrocuted, there was a problem. It wasthe
manner in which this particular person approached the problem. What | am saying isthat if thisis symptomatic of
how Workcover is going to operate, people are going to get pretty cranky about it when their feesgo up. That is
what | am saying. | have every respect for asbestosis and safety issues.

MsDARVENIZA — Did you register acomplaint about the person?
Mr SYMONS— | certainly did.

MsDARVENIZA — Did you write to Workcover about that inspector and let them know that you were
unhappy?

Mr SYMONS— | certainly did.
MsDARVENIZA — Good.
The CHAIRMAN — What sort of response did you get?

Mr SYMONS— Asareault of that agentleman from the department came up and spoke with me about
it. We went through the issues and as aresult of that | understand that that particular person has had some
counsdlling with his superiors. | hope there will be asatisfactory outcome where he will understand that heisthe
face of Workcover and — —

Mr CRAIGE — Hewasin your face.

Mr SYMONS— Heistheface for me, and | hope that he understands that he has aresponsibility to do
his duty in amanner that will produce a positive outcome. If | had done the wrong thing unwittingly because we
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had asbestosin the building and | did not handleit correctly, all he had to say was that | had some asbestos and,
‘Thisistheway wearegoing to doit’, rather than beat me about the head. That isal | ask.

Committee adjourned.
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