Bushfire Resilience Inc. Webinar 2 2024. Panel and Q&A Session

Insurance and financial challenges after bushfire, storm or flood < pB R '

—when things go wrong

Chair: Malcolm Hackett OAM. Asks questions submitted by the audience

Presenters: Peter Gartlan, Denis Nelthorpe, Annabelle Butler

Malcolm
Is it better to get a cash payout if you know what you're doing and have built before or should you
let the insurer deal with it?

Denis

The first prerequisite to even considering accepting the cash settlement is that you believe you
know what you're doing and that means you have to have access to a builder you trust and you
have to have access to costings from someone you trust. Most people don't fit that description so
I'd say most people shouldn't accept. But | do agree or would accept that if you really know what
you're doing or you have someone who you can truly trust then it may well be that it's worth looking
at a cash settlement.

Peter

The only thing I'll add to that is that part of your strategy as a consumer might be to argue to the
insurer that because you are now assuming the risk of paying for the rebuild then it's arguable that
the statement of works could be increased by a certain percentage. I'll just throw out 20 or 30
percent because then it transfers the risk from the insurer to you as the insured. Annabelle
anything to say?

Annabelle

Contingency payments aren't often made. They tend not to be for lower sums because you don't
really need to do it. But for higher sums you'll start to see contingency amounts in there. Normally |
think it starts about 15% Peter and that's actually going to be law as well | think in the next few
years that the insurers have to pay that. That's in every report that we've seen so far. So there's a
big push for that to be legislated as normal practice. And if you go to AFCA they will put a
contingency in anyway. The percentage depends on the complexity and the size of the claim.

But there are times where insurers won't rebuild and it's going to be clear. If the house is total lost
they won't rebuild it. Gone are the days where insurers had teams of builders that could rebuild
houses. | think every consumer understands how hard it is to get a house built normally in Australia
at the moment it's a total lack of resource in the market.

Malcolm
One person has said that insurance doesn't cover the damage if flame is more than 100 metres
away. Is damage likely at that distance or is this a gotcha clause?

Annabelle

This is more to do with asset damage to be honest with you and some insurers do cover it and
some don't. You just need to read your policy.
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Malcolm
| understand that in New South Wales homeowners can access their properties BAL rating from
the New South Wales government website. Why isn't that possible in Victoria?

Annabelle
You used to be able to by the way.

Malcolm
Comment. Have a look at the BAL leaflet br.org.au/bal. It'll tell you how you can find information.
But it's clearly not something that is available in Victoria.

Malcolm
How much are you expected to know about the state of the property when you take the policy out
in order to prevent misrepresentation?

Annabelle

Reasonable person. So if you can't see the underneath of your floorboards and you don't know
you've got problems with your stumps you're not misrepresenting. But if you know you've got a
great hole in the roof and you say it's well maintained then you are misrepresenting. So it has to be
something that people can reasonably know that is the case. And there's another little section in
the Insurance Contracts Act Section 46 that if there's any pre-existing defect when you take out the
policy a reasonable person has to know about it for the insurer to be able to deny that basis. For
example very common problem - pipes leaking in a wall. You can't see it. You've got no idea. And
suddenly the whole wall collapses. Section 46 kicks in. The insurer can't deny.

Denis

There's another clause in most policies now that should be brought up here. If you're looking out
the window and seeing a raging bushfire and you try to insure with five minutes to go. There's a
two week waiting period because you can't rely on the fact that the insurer might know there's a
bushfire on. You've got to insure within a reasonable period before the fire occurs.

Malcolm

If our house was destroyed in a fire we would not want to rebuild. What type of policy should we
have to ensure adequate compensation and which insurance companies offer replacement value
cover?

Annabelle
AAMI is the only insurer that has complete replacement cover.

Denis

Yes it's very difficult to get replacement cover. But if you're not intending to rebuild you still have to
make decisions about are you going to buy somewhere else? How you're going to deal with those
issues. And you can insure for up to the sum insured of what it would cost to rebuild. But if that's
expensive then you can go for a lower sum insured. But it still has to be based on what you're
going to do for living arrangements afterwards.

Malcolm

You've mentioned reports before but who can you seek out advice from on unclear reports and the
claim rejections that might go with them?
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br.org.au/bal

Peter

I'll just briefly touch on this. Denis mentioned this earlier. Normally when there is a disaster in
Victoria you will invariably find there are three advice services to assist people with these exact
issues around so called expert reports or rejection of claims due to wear and tear or some other
reason. So they're either free community legal centres that will have people staffed that have
experience in insurance law. Or there are free financial counselling services in all parts of Victoria
that will also be set up to assist people through some of their financial and insurance hurdles.

The bottom line here Malcolm for everyone to be aware of is that help is at hand. One of the things
that I've learned through many years of being involved in disasters is that everyone always thinks
that someone else is far worse than they are. And I think in part that's true but equally people have
the right to receive information advice and assistance if they need it. So again there's always free
services out there. Annabelle made a really important point during her presentation when she
talked about claims agents and other agents that are set up for a fee to assist people. One of the
things that they often do is get right into the Facebook pages of community recovery groups that
are just sharing information. And one of their strategies is to get in and say we can help and we
can do things for you and pay. You don't need to pay. You can get all this stuff free.

Malcolm

If an insurance company arranged an expert and the expert refused a claim which the owners
disputed but it's after six years - in other words they feel they were bullied into accepting something
and that never sat well with them. Can they challenge that? What further can be done about that?

Denis
If it's after six years unfortunately the statute of limitations would almost certainly make it pretty
much impossible to challenge. So you basically got to challenge before the six years.

Annabelle
But Denis you could try AFCA. Because often insurers will allow these issues to be heard after six
years by AFCA.

Peter
If the insurer allows it Annabelle.

Annabelle
So the insurer has to give permission but normally insurers give up to 10 years. Because they do
understand this problem and we've seen plenty of old claims over time haven't we Peter

Peter
Yes.

Denis

It's certainly worth getting advice from someone with some expertise like Consumer Action Law
Centre or going to disaster legal help and looking for a referral to someone with significant
insurance expertise. And that can be done at no cost. That's certainly worth pursuing.

Peter

Malcolm there's a brief question beforehand on the insurance and asbestos cleanup. I'm just
wondering Annabelle if you wanted to talk about that as part of debris removal.
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Annabelle

This gets a bit tricky. Sometimes the government steps in. If you remember the 2009 bushfires the
insurers would have removed the asbestos but the state government wanted to do that. And the
reason why we wanted to do it was there's a mixture of insured houses and uninsured houses. So
they wanted to make sure that A everyone got the same to be equitable and fair and B obviously it
reduces the risk and the danger if it's done that way. So sometimes the state government decides
just to step in and do it and the insurers don't have an option.

If it's not from something like that then the insurer will arrange for the asbestos removal and they
will do it. They have to use proper licensed businesses. That's what they do. And you will get
certificates afterwards. And they will normally also test the air quality afterwards to make sure
there's no particles in the air. Because if asbestos is damaged it disintegrates or can do and that's
the thing you really don't want. That's a contamination piece. So they will double check all of that
as part of their removal process.

Malcolm

If people living on large acreage that need to store diesel for tractors and petrol for ride on mowers
there are limitations they believe on the amount of fuel that can be stored. 200 litres they think.
Does anyone know?

Annabelle
It'll depend on the policy. But you can probably get an endorsement as well if you want to store
more fuel. You'll just have to speak to the broker who goes out to talk to the insurer.

Denis
That's a case that should go to a broker.

Peter
Yes.

Malcolm
Comment. Lots of farms will store much more than that but that's usually in certified fuel storage as
opposed to tins.

Annabelle

The broker can get an endorsement which means that the contract can be changed. Normally it's
an addition. Sometimes it's some things taken away. That's a discussion between the broker the
insurer on your behalf. That's normal. It's quite common.

Malcolm

You've indicated what a reasonable person should know about their home. But someone's asking
with a 40 plus year old house should they get a builder to assess their roof and their stumps for
viability so that they do know? Would the insurer expect it of them?

Denis
If they can afford it probably a good idea.
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Peter

| suppose that goes to the heart of an earlier question around to what extent are consumers
expected to know about the state of the property when they take the policy out. Denis or Annabelle
if you've got any comments on that.

Annabelle

Insurers are getting better at seeing by the way. Some of the insurers actually look at your property
from the sky and can see the state of your roof. That is happening. It depends on the insurance
company but the bigger ones have amazing technology. But more generally | mean my personal
view is it's like a car? You service a car. You should be looking after your property regardless of
the insurance side. Because the last thing you want is the ceilings landing on your head when
you're asleep. So generally you probably should get someone to periodically check the roof etc.
Roofs are really problematic. Stumps are a bit unusual but Denis we haven't really seen that
before.

Denis

And it's worth mentioning that there have been a lot of reports in some areas of older people trying
to get up on the roof. It's probably worth getting someone to do it if you can afford it rather than
doing it yourself because you don't want to end up in hospital either.

Malcolm

Someone's just asked and | think we've touched on it but you can perhaps reiterate. Are insurers
bound by any time limits to a direct claim? Because this person's heard of very long delays in
many situations before they even get started.

Annabelle

At the moment the insurer has up to 12 months to accept the claim. | can't remember the exact
words in the insurance code. And if they can't make a decision at 12 months they have to give you
access to AFCA. So that's the decision framework and that's probably going to change a bit with
the changes that are coming. It'll be tighter. But in terms of how long it takes to actually repair a
property. | mean as long as they're not being rubbish and taking unreasonable amounts of time. In
recent times | can tell you there are still places in Lismore that aren't fixed from 2021/2022 and the
reason being first of all they had to dry those houses out and it carried on raining | think Peter for
about the next six months or something wasn't it? So the houses took a very very long time to dry
out. You can't fix a house if it's wet. It just gets mould. And then after that then obviously trying to
get access to supplies. And there's a massive shortage of everything because after COVID it
hasn't really righted itself yet for some reason. So at the moment it can take a long time.

Denis

But going deep with that question. Whilst it's true that | think the code says they've got to give you
an answer to the actual claim within 12 months. No one in their right mind would sit there and wait
for that. If you haven't had an answer by the time you get to three or six months you escalate.
That's what I'm saying. It's kind of like escalate or perish really. So you don't wait. If you're not
getting an answer after three to six months you go and complain somewhere.

Peter
Escalate. Escalate.
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Malcolm

Someone lives with their partner and they only have home contents insurance. And they've had
their home contents insurance valued at $300,000. Are there better insurance companies to handle
this particular type of situation or does this fit within the remit of how your normal insurance
company would deal with a particular application like this?

Malcolm
Comment. It's a number of items.

Annabelle
That are very expensive yes.

Malcolm
Comment. And so they have a high value.

Annabelle

Go to a broker. Don't go to a direct insurer because you'll find that they won't cover - there'll be a
limit. So normally the limit will probably be maybe $5,000 or $10,000 for an item. They're certainly
not designed to cover nice art collections or anything like that. It's just is mum and dad houses. But
if you go to a broker they get Lloyd's and Lloyd's have specific underwriters that specialize in this
type of underwriting.

Denis

The people who have collections which they may not regard as antique but if the collection is likely
to have a significant value then you need to raise that with the insurer and that may Need to go to
a specialist insurer. So it's particularly relevant if you've been collecting something over a long
period of time.
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