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Malcolm

In this series we're providing two webinars on insurance. Tonight's topic is Know about insurance
for bushfire storm or flood events - Avoiding the pitfalls. Many issues relating to insurance are
common for all three disasters.

Tonight we have three presenters. Annabelle Butler, Peter Gartlan and Denis Nelthorpe. Following
the presentations we will have a discussion and question answering session with Annabelle, Peter
and Denis.

Our next presenters are Peter Gartland and Denis Nelthorpe.

Peter is a co CEO of Financial Counselling Australia. Previously he was Financial Counselling
Australia's national coordinator in disaster recovery so he has terrific background and knowledge.
In that role he was resourcing financial counsellors and agencies to support people who'd
experienced disasters and he held his role since the 2019-2020 Black Summer fires.

Denis has been involved with insurance for 20 years and he supported us in our 2020 insurance
webinar. He was a consumer board member of the insurance complaints scheme the oversight
body for General Insurance Code of Practice.

Over to you Peter. Thank you.

Thanks Malcolm. This is a tag team effort with Denis Nelthorpe, a consumer lawyer who all of his
working life has been working in support of consumers in a whole range of advocacy areas and
former CEO of the Consumer Credit Legal Service and West Justice Legal service. He's had a
very long history in disaster related insurance and insurance issues generally.

We're going to look at insurance from a consumer's point of view before a disaster.

Annabelle has set out some really important information which situates your policy within the
general kind of ecosystem of general insurance. We all recognize that insurance is an essential
part of the economy. We need it. We know there's been a lot of leavers as Annabelle pointed out in
terms of recent disasters and she's given a good background to that.

We know as well as you that premiums are increasing for some of the reasons that Annabelle was
saying. We'll probably give some tips that you might want to consider to make sure from two points

of view.

Number one that you're adequately insured, and number two that your insurer who you're insuring
with is working hard for you.
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| want to talk about understanding what your risks are in terms of determining whether or not you're
adequately insured.

One of the things we've looked at in recent times has been the issue of floods in Australia. Flood is
sometimes an optional extra on insurance premiums that can be incredibly expensive. So these
are just a few tips. If you are living close to the Yarra River make sure that flood is part of your
insurance cover.

We saw recently in the Dandenong Ranges severe storm damage. When people went to rebuild
they realized they had to rebuild according to BAL ratings. BAL is an acronym for Bushfire Attack
Level ratings which is a means of measuring the severity of buildings' potential exposure to radiant
heat.

I hope those watching tonight will pull out your insurance policy and look at them. Think back to
what Annabelle said before - there are two types of basic insurance policies. One is sum insured
and the other is replacement cover.

The reality of our insurance that's offered nowadays is that most people have sum insured policies.
That means is it's up to you to ensure that you have enough money set aside through the sum
insured policy in the unlikely event that should your place needs to be rebuilt that you've got
enough in that sum insured category to be able to pay for it. In the event that a fire takes place
then what happens is that when it comes to the rebuild design and construction the Bushfire Attack
Level (BAL) ratings kick in.

[00:39:42] What's super important to understand here is that the extra cost of a Bushfire Attack
Level rebuild depends on the BAL level. IAG which is a major insurer did a piece of work recently
where they estimated that depending upon where you sit in the BAL ratings the additional increase
in building a 200 square metre property ranges between about $55,000 to $275,000 (BAL -FZ).

The BAL rating depends on the topography of the land and vegetation. Most insurance calculators
don't factor in individual BAL ratings. So in part you need to make a judgment on that and you
need to be clear that the costs of rebuild often far exceed what you might have already insured
your property for.

Denis

| want to reiterate the message you were just given. There's two ways that people can find out
about the impact of BAL ratings. One is before and the other is after. And in disasters around the
country we're finding far too many people who only find out about the impact after the event. After
the event is too late.

This is particularly the case with some older people who've been in their homes for a very long
time. So if you have relatives, friends or neighbours it may well be worth having a general chat
about this because if the cost of rebuilding is $200,000 to $300,000 more than you expected and
you're long retired then your ability to rebuild is pretty minimal.

In terms of looking at the policy. Annabelle mentioned that some policies, not the better ones in my
view, will have things like emergency accommodation included in the sum insured rather than in
addition. That never used to be much of a problem because before the recent disasters, say from
2009 onwards, you could assume that your property would be repaired or rebuilt within a three or
maximum six month period. Because of delays or inability to find labor and materials that can be
18 months. If you're forced to pay rental in any way over a 12 to 18 month period and it comes out
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of your sum insured you're going to find it hard to rebuild because your rental cost is going to be
$50,000 to $75,000.

| think getting to understand, and | agree with Peter it's not the most wonderful task, but finding out
what's inside that policy given that this is potentially the worst thing that can ever happen to you
other than loss of life it is really worthwhile making the effort.

Peter There's a couple of messages here folks. One is we know that insurance premiums are
increasing. We'll talk about that in a minute. But if it's going to cost you a bit more to be properly
insured and you've got the ability to pay for that then I think you need to do a bit of homework to
make sure that you actually are adequately insured. Because for a sum insured policy it's up to you
to nominate the price. You can use the calculators but they don't quite tell the full story. The other
reason why it's super important is if you recall last year there was some severe storm damage
through the Dandenong Ranges. Anyone who knows that area will know you've got some quite
nice properties but you've also got a lot of properties that had your typical timber frame and timber
stumps on a pretty steep blocks. What happened in the Dandenong Ranges when places were
crushed when the Mountain Ash trees fell on top of roofs is that when it came to rebuild even
though it was storm damage, not a fire that was the actual reason for the damage, the people were
chronically underinsured because they had to rebuild sometimes under BAL-FZ rating which meant
steel frame, double glazed windows, other fire retardant material etc.

We don't want to put the fear of God up but we just want to make sure. My own place in Casey is
guite close to bush. | did the same thing and ended up, because I'm able to, increased my sum
insured which cost me another $750 a year and | paid it just for that peace of mind.

We just want to touch on premiums and insurers price risk. Let me say that some insurers do it
better than others. And you will all know that recently you've had huge increases in premiums. |
want to talk about that because sometimes there is some things that you can do to lessen that

increase in costs.

Shop around. What | would say as a consumer advocate, and it would be interesting to hear
Denis's point, is that in my opinion there is not very much loyalty when it comes to insurance. So a
lot of people like my 90 year-old mother refuses to change her insurer because she's been with
them for 30 years and she believes that kind of loyalty is going to help her if there's going to be an
event. And one of the times that she doesn't listen to her son is this because I'm always saying to
her "Mum let's shop around and let's try and get a different price because this is too expensive."
[00:47:05]

Often there's what's called a loyalty tax. Basically a loyalty tax means that insurers increase
amongst those people who have been loyal and it gets to a point where people when they ring up
like | did on my mother's behalf. It was just a young guy who answered the phone. Suddenly my
mother's premium went down $150. And | said to this young fellow "are you able to make those
kinds of decisions?" And he said "Yes." I'm not suggesting that all insurers do this but this does
happen where insurers take advantage, in my opinion in terms of the loyalty, that the consumers
had towards insurers. It's akin to thinking if you stay with Virgin or do you stay with Qantas, and
you bank up account points then you can use those points. You'll be repaid in kind because you've
continued to support that particular organization. | don't think it happens. And I'll be really
interested in what Denis has to say on this.

Denis This is a really interesting one because there have been various articles written about this
and some economists, and maybe some in the insurance industry, view loyal customers as lazy
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shoppers and say that therefore there's no significant reason not to increase their premiums on a
fairly regular basis because they won't do anything about it.

It's clear that when you do shop, even if you simply ring up your own insurer and say that's a bit
steep there's a fair likelihood they'll reduce it almost immediately. But there's a second issue here
which is really frustrating. There are a number of factors which may lead automatically to a
reduced premium. The most obvious is the increase in the excess you pay. And this applies to both
cars and houses. You won't be told on the renewal notice that if you increase your excess that the
amount will be decreased. But if you ring and ask them then they'll say "Yes we can give you a
lower premium."

With cars there are issues with my own vehicle. | rang early in the year because the increase was
ridiculous and they said "Oh well when do you use the car?" Now they have information on me that
indicates that I'm well and truly past retirement age. And | said "Well | don't drive it at peak hours if
that's what you're asking." And they said "Oh well in that case we can give you a significant
decrease."

Now there are also going to be bases on which they can give you a decrease to house insurance
but they're not going to tell you that. You actually have to go to the trouble of contacting them and
asking. So whilst it's true that you get an automatic renewal every year but if you don't ring them
and ask them questions basically they're going to charge you extra because you're not interested
enough to find out.

Peter Here is just one example where you can go to get a sense of whether or not what your
insurer is charging is fair and reasonable. That's one option of definitely looking at. Just using
filters to select the inclusions that you want through canstar.com.au. And more inclusions equals
the higher premium obviously. That's one way of shopping around.

Again as Denis has been talking about what he did with his car insurance the same thing implies
with your house insurer. Ask these patrticular questions. Why is my premium increased? That's
really important. And what can | do to reduce my premium? And that could be an increase in
excess. And then the final clincher "Would you beat a cheaper quote if | got one from another
insurer?" So it puts the insurer on notice. "We're in a competitive market here." You do have some
power to be able to ask those particular questions.

Denis In some instances, particularly with a flood, the increases are astronomical. Don't just do
nothing. We also know by the way from industry information and statistics that some older people
particularly aged 75plus are actually just giving up and not insuring properties. It's an outrage when
you get a huge increase having a property that's uninsured is really not sensible. And we'll come
back to some of the solutions. Talking to neighbours and relatives about whether or not they've
insured. Have they got it under control? Do they want any assistance? Because leaving this
between the individual consumer and an insurance company | think it's a pretty tough gig for some
of the older members of the community. It may also be for some people who are newly arrived and
so on. So there may need to be more of a community attitude to looking at this problem.

Peter Apart from looking at your boring insurance premium documents the one thing that you can
take away from today is Denis's suggestion of talking to your neighbour is a great idea particularly
if people have been faithfully paying their premium every year only to discover in the event of
something going wrong that they were under insured.
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The other thing to note is insurers are not the same. Here's one example. When it comes to pricing
risk some insurers will price risk according to the property. Other insurers will price risk according
to the suburb upon which they live. And sometimes you will find, as I've seen on quite a few
occasions, areas where it's exposed to flood that there will be prices put in by insurers based on
postcode. And you might find yourself in a house that's 200 metres higher than the flood prone
location but happens to be in the same postcode despite it being at the top of a steep road.

It's important as Denis said about challenging your insurer - why has the premium increased? It
might be that your insurer might be just simply doing it via postcode. But if you've got photographic
evidence to show this is where you are and you're not surrounded by houses. You are in bushland
you've got a fantastic bushfire escape plan and you've invested in all of the preventative areas.
That needs to be communicated to the insurer.

I'll just say one more thing on this. Recently the independent Ombudsman made a determination
against Suncorp who had increased one of their customer's insurance premium by 60% in one
year and the person went to the Ombudsman to complain. Normally consumers can't go to the
Ombudsman to complain about pricing because that's outside the terms of what the Ombudsman
can look at. In this case the insurer Suncorp did not give a reasonable explanation about why this
person's premium had increased by 60%. And in a recent determination, despite the fact that the
Ombudsman asked the insurer for such information, they failed to give a reasonable explanation.
The Ombudsman in fact made a determination which said "Well no you can't put a 60% premium
on this particular policy but it's going to be 30%." They're quite rare cases but it is worth knowing
that if it doesn't sound right you might actually have some redress. But the most important thing is
picking up the phone and challenging the insurer to give a fair and reasonable explanation of why
premiums increase to the extent they can. I'm sure you all know that on your policy there is an
excess payment. In the event of a claim the first $600,000 of a building insurance claim is born by
yourself and then the insurer based on that claim will then pay for the costs of repairing the
property back to what it was. Again these are ideas to play around with. In my mother’s case she
got a $150 reduction from her annual premium. But we also increased the excess because we took
a punt that the risk of damage where she was very low. Most insurers will allow you to increase
your access up to $5,000. And again if cost is going to be an issue then you might want to think
about looking at increasing your excess. But again it's up to the individual. Any comments on this
one, Denis?

Denis I think the insurance industry is somewhat to blame for this but people often see the excess
as something that's not really legitimate but it is actually a significant way of reducing the cost of
premiums. When you're insuring a house if you had a broken window that's not really why you
insured the house. My comment would be you don't need a low excess because you're actually
insuring against the worst outcomes possible. | would encourage people to think about having a
higher excess. Sometimes if people can't pay the excess the insurer has wrongly said "Well in that
case we won't allow your claim." It is both a breach of the insurance contracts and the Code of
Practice and common law for an insurer to refuse to process a claim on the basis that someone
can't pay the excess. The appropriate way to deal with that is that the excess comes out of the
amount that you would have received. So if you were going to get $65,000 and they had a $5,000
excess you'll only get $60,000. It is worth getting assistance in relation to financial hardship but it is
really important for people to know that you can't be refused a claim simply because you can't
afford the excess.

Peter Nowadays if you are in financial difficulty in regards to payment there are some options.
You can pay by installments when there was a claim. An insurer can't delay or deny a claim if
you're unable to pay the excess. If there are some challenges there is some support available.
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Denis I think it's important that if someone's having difficulty paying the premium itself and I'm not
talking about a premium that's in a flood area that suddenly $20,000 or $60,000 a year. But if
people are having difficulty they should seek assistance from a community based financial
counsellor because there will be other options and leaving a house uninsured just doesn't make
sense. And whatever the solution there will be a better one than that.

Peter Exactly. Financial counsellors are masters at looking at other options to enable people to
make sure that they are insured properly.

Denis And they're a free service.

Peter It's a free and independent service. Absolutely. There'll be a number of people watching that
want to make sure that they're properly insured. We've talked that through. Equally there'll be
people where the cost of living crisis is a real problem in Australian society at the moment. So if
you can't afford what you need to be insured doing something is better than nothing - what are the
risks of decreasing the sum insured.

The picture there is of the two rooms project in Lismore where 50% of people that had insurance
didn't have flood cover and flood cover was the main cause. A lot of people like in this photo
despite tragically the fact that they did have insurance were unable to claim on their insurance
policy and a wonderful organization called Resilient Lismore funded a two-rooms project where at
least two rooms could be built and people could hopefully start their lives from there.

Denis Just one more thing Peter. There are all sorts of other possibilities. Some of them haven't
been fully explored yet but if you're an empty nester sitting in a big house and you're now 70 it may
be that you're happy to insure on the basis that if the place burnt down you'd replace it with a two
bedroom house that was easier to manage.
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