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Malcolm

In this series we're providing two webinars on insurance. Tonight's topic is Insurance and financial
challenges after bushfire, storm or flood — when things go wrong. 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.

Peter
Annabelle has been in the insurance industry for decades but has always been very generous in
also talking with consumer groups including Denis and myself.

Thanks for the opportunity. Denis and | have been working in the consumer area for quite some
time. There is a lot of information to take in. But my suggestion would be at the end of the day if
you ever get to the point where unfortunately you have to deal with an event that impacts on you
and your property.

| suppose our big comment would be if it doesn't sound right then it probably isn't. And if the
conduct of an insurer doesn't sound fair or reasonable then there may well be a law or a policy or
as we go into things today a resolution that you could in fact undertake. So don't worry if you don't
remember everything but just keep that in mind as we work our way through things.

One thing to keep in mind is the cost of insurance. And in Australia most insurance policies
nowadays are what they call a sum insured policy. So it's up to you to estimate what it would cost
in the unlikely event that you need to completely replace your home. And there's BAL. It's Bushfire
Attack Level requirements.

The content shown is from an insurer, not from a consumer group but from an insurer that
indicates for the five or six various Bushfire Attack Level rating costs when you need to rebuild
range from $53,000 at the lower end of a BAL rating up to as high as $273,000.

What that means is that it's important that you have an idea of what your BAL rating is on your
property and you consider these extra costs if you're able to afford it which of course is always a
challenge at the moment with the prices being so expensive.

But as much as possible if you're able to make sure that your sum insured policy properly reflects

what it would cost to rebuild in the unlikely event of a fire then these are the kind of costs for a 200
square metre property you need to consider. Many people who live in the Dandenongs whose
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houses were damaged by storms due to some strong trees falling on them and they had wooden
stumps and wooden frame property were shocked to discover they now had to build under BAL
ratings and that had a huge impact on people. For those people who are in a position to potentially
afford to look at their insurance policy please have a look at your BAL rating and allocate your sum
insured estimation accordingly.

Denis

If you find you're under insured and you haven't got enough it's not just a matter of having a
dispute with an insurer. Go and seek advice. Seek advice either from a financial institution or from
a community based financial counsellor. A lot of people freeze and just sit on the fact that they're
underinsured. If you're underinsured you've got to seek advice.

Peter

Some of the problems that we have encountered have come from a number of disasters that have
occurred on the eastern seaboard of Australia. The 2019/2020 eastern seaboard bushfire followed
by the 2022 floods in Southeast Queensland and Northern New South Wales as well as later
disasters in Victoria.

Annabelle made a very good point earlier about delays and sometimes those delays are
unavoidable. That doesn't help the individual going through the stress of recovery. And in fact just
to add that the insurance ombudsmen following the 2022 flood dealt with 2,000 complaints, a third
of which were due to delays.

Denis

We need to talk about how it will affect your claim. If you've made a claim you may have an
expectation that your property will be repaired or rebuilt within for instance 12 months. | think
historically the insurance industry would have expected the same. But the number of disasters in
the last decade means the time taken for repairs has blown out to 18 months or more. That can
impacts on costs. It impacts on accommodation. So you need to factor in how long it will take and
you may need to ask at the very outset so you're not caught by surprise.

There's been problems and particularly it depends on where you now live. If it's in the outer East in
Victoria we would hope this is less but there can be a lack of labour, a lack of materials, problems
with planning requirements, and problems locating appropriate builders.

One of the difficulties we've seen in a number of different places is that builders turn up who aren't
known. They're not local. No one's quite sure where they've come from. They offer to do things for
much lower costs and that sounds great to those who are under insured who haven't got enough
money. But some of those builders have then either just disappeared sometimes with the money,
sometimes leaving half built work. So it's important to make sure that the builder is reputable and
has the capacity to do the work. And that's one reason why we also recommend against cash
settlements which require the owner to do the work at their own risk. It's better to have the work
done by the insurer. They have a panel of builders. It may take a bit longer but if anything goes
wrong the insurer and the builder are responsible not the owner. So the key message here is these
days you've got to take into account how long it will take for the work to be done.

Peter

The other point there in terms of some of the issues, and Annabelle pointed it out quite well
beforehand when she talked about the scope of work. The scope of work is what the insurer, once
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they've done an assessment of your property comes back and says "Well this is what we think
needs to be done and this is what our ability will be and this is what we'll actually do."

Annabelle made the really important point that sometimes these people are doing 20 claims in a
day so they may well miss stuff. And as a result when you get the scope of works it is important
that you have a look at what the insurer is going to actually cover.

Denis

Surprisingly you as the owner of the property may also fail to alert the loss assessor to the
existence of verandas or balconies or even the number of rooms and the flooring and so on. So it's
really important to have a good look at that scope of works and make sure that it both covers the
entirety of the property that you had before the claim and that you're getting the appropriate
materials. If there's a problem you have to raise then be loud about it.

Annabelle
Bizarrely bathrooms get missed a lot. | don't know why but it's one of those bizarre things. Not
necessarily the family bathroom but there's a couple of others in the house.

Peter
Denis do you want to talk about cash settlements?

Denis

Because there's so many claims and so much work for insurers to do some of the insurers will offer
cash settlements. Most consumer advisors will say that unless you have a builder in the family,
unless you really have someone who really knows what they're doing cash settlements aren't a
good idea.

The first problem is that the actual amount can sometimes be a problem because the insurer has a
builder doing 20 properties and the quote will be based on savings that are made because they're
doing multiple works. It will cost the individual owner more for one property than it will necessarily
cost the insurer to do one of 20.

There can be pressure to accept because the insurer has concerns about its ability to do the work
or it may feel that it's not too much work. There can be complex language and there can be
timeline pressures. But | guess as a consumer lawyer my view would be most people are better off
having the work done by the insurer and rejecting a cash settlement. Some people may accept a
cash settlement because they're under insured. But if that's the reason you're going to accept it
then you need to have sought advice about how you're going to deal with the fact that you're under
insured. Generally speaking, better to have the insurer do the work.

Annabelle

Sometimes cash settlements are offered because something that isn't insured needs to be done
first by the consumer. The insurers say "Well you need to fix the hole in the roof before we fix the
floors because there's no point in fixing the floors if the rain is going to carry on coming in. If the
consumers aren't able to fix the hole on the roof because they don't have access to those kinds of
funds then the insurer will offer to cash settle on the premise as it's best to get the hole in the roof
fixed with those funds themselves if they choose to do. If that does happen as well and that's been
a bit of complexity especially in Rochester and some parts of New South Wales in recent times.
Rural areas tend to have more issues. | don't know why but that's just one thing just to keep in
mind.
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If you wish to restore your house to a different style. For example a lot of criticism has been around
in Maribyrnong about not allowing consumers to flood proof their homes as they restore the house.
Insurers are starting to agree that you can tip in some extra money. And if that's the case and then
they'll do the whole thing at once. They're getting better at this, I'm not saying they're all there by
any means and the law is going to change as well around it.

From memory Peter that's how the Queensland schemes run as well with the government where
it's a shared repair and shared cost. So it is starting to happen. We call it betterment in the industry
and I'm very pleased that actually people are starting to understand that it's better to build a
resilient home than just putting back something that's already been damaged.

Peter

And just to add to cash settlements. If you do get an early cash settlement certainly within a month
of the event and then if you find within the next 6 years that there's an issue then you can actually
go back to the insurer despite the fact that you might have signed what they call a waiver which
basically absolves the insurer from any further costs. But if it's done fairly early on then you can go
back.

Peter
Thought the code says 12 months.

Annabelle
It does. It's rubbish. Under the statute of limitations you've got six years which is why AFCA can
hear it.

Peter

Claim denials. Sometimes when there's an event whether it's a fire, flood or storm and you put in a
claim sometimes the insurer will deny the claim either partially or fully on particular reasons. They
might say for example the property had pre-existing damage. There was wear and tear on the
property that hadn't been maintained. There might have been issues around stumps which was
certainly an issue in Rochester in Victoria where it was claimed that stumps were faulty and they
needed to be repaired before the work could be done above ground and other such causes.

Denis do you want to just give us your perspective on claim denials and how best you would
advise people listening today in terms of how they could potentially address it?

Denis

If you're advised there's going to be either a full denial or a partial denial. You do need to get legal
assistance. There are both community agencies and some specialist lawyers. It will usually be on
technical grounds you'll need advice. But probably the other thing is if a dispute arises over partial
or denials the important thing is to keep the claim moving and to escalate it. So if a claims officer
says "We're only going to pay part of the claim” you're entitled to have that reviewed by what's
called an internal dispute resolution within the company.

And if you're not satisfied with that you're entitled to take it to the Australian Financial Complaints
Authority (AFCA). We've seen cases where claims are not moving and 12 months down the track
it's not clear where it is. But the important thing is you've got to keep the claim moving both in
terms of getting approval of the claim and approval of the amount that's going to be provided for
repair.
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You don't just keep arguing with people. You move it within the company or you go and get advice
and you move it either internally to dispute resolution or externally to dispute resolution.

Peter
Do you have got any comments in respect to claims denials?

Annabelle

The insurer has an obligation to explain why. And if you don't understand ask them. Tell them. "I
don't understand." And they have to do it in writing as well and they're also required to send any
expert reports that they have relied upon to deny that claim to you.

Sometimes insurers aren't very good at abiding by their own obligations but that is what they're
supposed to do. If it doesn't happen ask them for it because that is actually what they are required
under the code to do.

I think that's something that's going to become law following the public enquiry. That would be my
first advice. You get partial denials so some of it will be paid but not all of it will be paid. That's very
common. Not just in home insurance. You see it in motor insurance as well. In terms of that list it is
a bit of an interesting list. Stumps have been something | don't think we've seen too much of until
the last lot of floods.

Denis

As | said before the insurer can only deny two ways. With the stumps "but for the stumps the
property wouldn't have fallen down." First issue. Highly unlikely in most cases. And so then they're
relying on the duty not to make a misrepresentation. But remember consumers have to take
reasonable steps.

| could never tell you that the stumps were not good unless | put my foot through the floor.
Because | can't access them.

You absolutely have got absolutely every right to push back. It's been an interesting development
and | think some of that stuff is going to be stopped.

Roofs are the big issue. | think | must have done more roofs at AFCA than anything else. | don't
know about you Peter but every second one was a roof. And it is really important to maintain those
especially with storms.

Denis

It's also important that if maintenance is raised as an issue you don't have to accept what has been
said. You can go and get someone particularly for something like a roof to simply have a look and
see what's there. The important thing is if you think something's not fair or you don't think it's right
you are able to challenge it.

Annabelle
Of course.

Peter

If it doesn't sound right and if there's no kind of causal link between what's been denied as a claim
versus what caused it then might have something there. Often in a claim an insurer will engage
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guite rightly an expert which they pay for to write a report on the actual damage that's been done
and make a causal link between the event itself and whether there are any contributing factors.

Denis why are expert reports important? And what can consumers do to counter the expert reports
they don't agree with?

Denis

It depends but some expert reports particularly in flood they're from hydrologists and they're about
what caused the flood. In fires they're probably a little less significant but they're not necessarily
always correct and we've had instances where three people in a street will have an expert report
done on their property by someone different and all those reports seem to disagree with each other
in circumstances that seems bizarre. Insurers are starting to do work on trying to make sure expert
reports are indeed expert but sometimes those expert reports can cause significant problems.

| guess one thing we've learned is that if someone's doing an expert report it's really important for
the homeowner to make sure that they give a lot of information about the background. For instance
in the floods in Rochester some of the people producing the expert reports were not aware that
there had been floods only 10 years earlier that may have caused the damage and that damage
may have been covered by an earlier claim. It's important to make sure that you give as much
information as possible to anyone doing an expert report and don't just assume that they'll find out
or that they know what they're doing. If you think the report's got something in it that's wrong get
advice. You can challenge it.

Peter
Again this is not something that you really want to consider but just to say cleanup costs are
included in a lot of insurance policies nowadays, what's called an additional benefit.

For example you've got $500,000 sum insured on your property policy in the unlikely event that
something would happen you will often find if you read the Product Disclosure Statement there will
be what's called an additional benefit of cleanup costs which normally is roughly around 10% of the
sum insured. In previous disasters the state government sometimes have come along and they
have said we will pay this as part of our contribution towards the recovery efforts. But that's a good
reason to talk to the insurer isn't it Denis?

Denis

It is. And there have been some disputes and misunderstandings particularly where the state
government comes in with a scheme. But it's important to try and get the insurer and whoever if it's
state government to explain what they're doing, why they're doing it and who's actually bearing the
cost.

Peter

Something you need to keep aware of which is that often when there is such a thing as a disaster
and people are recovering their income is affected and the capacity to pay for everything is also
affected.

Just to point out here that under the General Insurance Code of Practice there are levels of support
that are available and insurers are normally fairly patient. If there are any costs particularly to do
with excess that is going to be a bit of a struggle then normally most insurers would be fairly
sympathetic. Just to note that if they're not then there are other options available. Here are some of

© 2025 Webinar 2 2024. Transcript. Presentation 2 Page 6 of 8



the options that you've got. Denis you want to talk about the right of an insurer to make a
complaint?

Denis

The General Insurance Code has timelines for making complaints, getting decisions and taking
matters to internal dispute resolution. It's really important to recognize that sometimes you don't
want to make a complaint or you don't want to be seen to be causing problems.

But if you don't complain or you don't escalate you may actually just cause the claim to sit in no
man's land for a lengthy period. It is important for instance if you haven't got an answer to whether
your claim's accepted within say in three months then you need to either escalate it to the internal
dispute resolution or go external.

If you haven't got an answer by three months you escalate.
If you're still going with complaints at six months you need external advice.

The insurance ombudsman is now called the Australian Financial Complaints Authority. They get
hundreds of thousands of complaints every year. It's free to the consumer. There's no reason not
to go there and it will often help bring everything to a head.

Annabelle

| just wanted to add to Denis's comments. There are laws around complaints handling as well as
the code of practice itself. In fact they're quite similar. So the way it works is if you raise a
complaint which is defined very broadly as a statement of dissatisfaction then the insurer has 30
days from when that complaint is raised.

If it's a quantum dispute a denial or partial denial dispute or a financial hardship dispute it has to be
fast tracked anyway. Otherwise the insurer has five days to resolve the complaint. To be honest
with you most of those are about service levels or how much the insurance is costing. And after
those five days there's literally 25 days left. And if after the 25 days the dispute has still not been
resolved to your satisfaction not the insurer's satisfaction then the insurer is obliged by law to tell
you that you can go to AFCA and then you lodge with AFCA.

That's a very straightforward process. It's free. | think we spoke about that in the previous webinar.
You go online or you can call them if you haven't got access to a computer and they will then go
through the process with you. And they have different stage gates as well. So you've got rapid
resolve which is the first one. Then if that doesn't work then you go into case management. If that
doesn't work you then go to the determination which is for the more complicated matters generally
or the ones that are very high amounts so a million dollars or whatever.

Peter

The bottom line here about AFCA is that it's an independent umpire. It's independent of consumers
and it's independent of the insurer. However if a decision is made by the Ombudsman it is 100%
binding on the insurer whether or not they like the decision.

Annabelle
Correct.

Peter
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This is just a reminder here Denis about the importance of escalating as far as I've said. Escalate.
Escalate. 30, 60, 90 days. Do you want to describe this please?

Denis

We've seen a lot of cases in the last couple of years where both insurers and consumers or
homeowners have kept discussing, kept arguing, but haven't escalated which means taken the
complaint to the next section within the company or within the system.

It doesn't help anyone to do that. You really want a decision on whether the claim is being
accepted, that is the insurer accepts liability and you want that within 30 to 60 days.

If you haven't got it by 60 it has to be escalated when there's a dispute about the money on how
much is being paid or what works are being done. We've seen people at 12 months who haven't
escalated. It's not in the insurer's interest or the consumer's interest not to do that. So you've got to
keep the dispute moving.

There are people over and above the claims officer. There's the internal dispute resolution. There
are other more senior people within the company. You can escalate it to one of those and you can
also seek external assistance from community agencies to help you with that process. But the
important point is regardless of whether you think you're in a dispute or not you've got to keep the
claim moving.
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