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6 September 2002

Dr Kathleen Dermody

Secretary

Senate Economic Reference Committee

Room SG 64

Parliament House

CANBERRA  ACT  2600

Dear Dr Dermody

Inquiry into the impact of public liability and professional indemnity insurance cost increases

I note that the Economic References Committee’s inquiry is about to conclude, but would like to take this opportunity to draw to the committee’s attention the recent difficulties experienced by some community health promotion organisations in securing public liability insurance cover. This submission represents the views of the Australian Federation of AIDS Organisations and the National Association of People Living With AIDS. Further information about the Australian Federation of AIDS Organisations and the National Association of People Living With AIDS appears at the end of this letter.

Public liability insurance problems for community health organisations

The community sector has played a critically important role in Australia’s internationally recognised response to HIV/AIDS. Recently some community organisations have experienced difficulties obtaining public liability insurance cover, to the extent that the issue is threatening to undermine the national response to both HIV/AIDS and to Hepatitis C.

Most recently, the Tasmanian Council on AIDS, Hepatitis C and Related Diseases (TasCAHRD) experienced protracted difficulties securing continued public liability insurance cover, and came within hours of closing down all of its operations. The Council provides both HIV/AIDS and Hepatitis C services throughout Tasmania, including that States largest needle and syringe availability program. It also conducts HIV and Hepatitis C health promotion campaigns, and provides support services to people living with HIV/AIDS.

It remains unclear why TasCAHRD faced such difficulty securing public liability insurance cover. On 16 July 2002 TasCAHRD was advised by its previous insurer, GIO, that it “no longer satisfies the new underwriting guidelines issued by our National Office”. TasCAHRD was given four weeks notice that on expiry of its public liability insurance contract, GIO would not be prepared to provide further cover. The insurer would provide no further information regarding their refusal to renew the organisation’s policy. TasCAHRD was able to secure a two week extension of its policy, but after an intensive one and a half month search, found itself unable to secure alternative cover.

TasCAHRD narrowly avoided closure when, three hours before the expiry of its public liability insurance cover, an offer was received from EIG Ansvar, and accepted despite a dramatically higher premium. The previous year’s public liability cover had cost $594, and the offer from EIG Ansvar was for the same level of cover at a cost of $12,430. This represents an increase of over 2092 percent in the premium payable. The offer was conditional on TasCAHRD accepting a complete “package” of insurance products for all of the organisation’s insurance needs, with premiums other than for public liability cover increasing by an average of 250 percent on the previous year.

There is nothing in the organisation’s claims history that would explain its treatment by insurers in this instance (it has never made a claim under its public liability policy in the 15 years it has operated). It appears that the insurance industry, or individual insurers, have taken a decision not to insure community organisations such as TasCAHRD, which form an integral part of the health system. In fact TasCAHRD’s executive director was told by a senior underwriter from GIO that GIO were withdrawing from the provision of public liability insurance to community based organisations. This is consistent with TasCAHRD’s treatment by other insurers in Tasmania. Almost overnight, the entire insurance industry apparently decided that TasCAHRD – until then the unremarkable holder of a public liability policy with an annual premium of $594 – was completely uninsurable. This certainly gives the appearance of a lack of competition between insurance companies which sell public liability insurance.

Clients of TasCAHRD were caused a great deal of stress and anxiety at the prospect of the organisation’s closure. These included tenants of the Nigel Mallett Housing Project, a project run by TasCAHRD under which four houses are available as accommodation for people with HIV and AIDS who are in financial need. A detailed account of TasCAHRD’s recent experiences in attempting to secure public liability insurance appears as an appendix to this letter.

TasCAHRD is not the first community organisation to experience problems of this kind. The main needle and syringe availability program in Western Australia, run by the Western Australian Substance Users Association, was forced to close for a week in January 2002, and again for a week in July 2002, due to its inability to attract public liability insurance cover. In Queensland, the peer-based health promotion organisation Drug Users Network Education and Support had to stop operating a needle and syringe availability program because its insurer declined to renew the organisation’s public liability cover, and it could not secure alternative cover. In the ACT the only peer-run needle and syringe availability programs, one of only two needle and syringe availability programs in the Territory, had to close because the organisation running the program could not secure public liability insurance.

In the case of HIV and Hepatitis C, the increases in premiums, or refusal of cover, would seem to be based on ignorance or possibly prejudice regarding risks associated with the organisations’ work, rather than any real assessment of the risks actually involved in activities such as conducting needle and syringe availability programs. Only new, packaged, equipment is handled in those agencies, with disposal of used equipment handled by waste management companies.

One of the difficulties which community organisations have experienced in trying to deal with this issue is that it has arisen agency-by-agency across the community service sector, and like TasCAHRD, other agencies have found solutions involving dramatically increased costs which they have felt forced to accept, in order to continue carrying out their work. This reduces the effectiveness of important public health programs for HIV and Hepatitis C. These programs save lives, and they are an integral part of the health system. The cumulative impact of increased public liability insurance costs among community sector health agencies, indeed across all areas of community sector service provision, is a dramatic – although not immediately discernible – reduction in capacity in all service provision. A national solution must be found if programs across a range of community services are not to be further undermined by large and unwarranted increases in public liability insurance costs.

Thank you for taking the views of the Australian Federation of AIDS Organisations and the National Association of People Living With AIDS into account in your important national inquiry.

Yours sincerely
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Don Baxter




John Rule

Executive Director



Executive Officer (A/g)

Australian Federation of AIDS
National Association of People

Organisations
Living With AIDS

About the Australian Federation of AIDS Organisations

The Australian Federation of AIDS Organisations (AFAO) is the peak body established in 1986 to represent Australian HIV community based organisations at the national level. AFAO’s members are the State and Territory AIDS Councils, the National Association of People With HIV/AIDS, the Australian IV League representing injecting drug users, and the Scarlet Alliance representing sex workers. AFAO 

AFAO’s work focuses on:

· HIV policy advice to national government and to community

· Skills building activities for HIV educators and other health professionals

· HIV prevention and positive education and health promotion campaigns – particularly innovative approaches – with homosexually active men

· Work with Indigenous communities with a focus on HIV and sexual health with gay men and transgender/sistergirls

· Assisting community groups and governments in the Asia/Pacific region

· Vaccines – partner in Australian Vaccine initiative, with funding from the US National Institutes of Health

AFAO is funded primarily by the Department of Health and Ageing, and other sources of funding include the US National Institutes of Health and private donations.

About the National Association of People Living With AIDS

National Association of People Living with HIV/AIDS was established in 1988 as the peak national body for State and Territory-based PLWHA organisations which represent and advocate for the interests of people living with HIV/AIDS. NAPWA has seven full member organisations and two associate member organisations. The organisation is governed by a Board of Directors, and all membership and governance positions are open only to people living with HIV/AIDS (PLWHA).

NAPWA’s objectives are:

· to provide national PLWHA advocacy, policy advice, and representation;

· to provide issues coordination and community consultation;

· to provide organisational support and capacity building for members.

Appendix: Recent experience of the Tasmanian Council on AIDS, Hepatitis C and Related Diseases in attempting to secure public liability insurance

Background.

The incorporated organisation is a small government-funded CBO organisation, has been in operation for 15 years, has never lodged a public liability claim, has a total of 7 staff with a state wide brief, has a budget of approximately  $465,000 and operates the following programs;

	HIV/AIDS Care and Support 
	(pre and post test counselling, housing and financial support, emotional support and counselling

	Gay Men’s Health 
	(targeted HIV prevention, support and counselling for gay men and men who have sex with men, beat and venue outreach, periodic prevention campaigns on HAV, HBV and STI’s)

	Harm Reduction Program 
	(targeting people who inject drugs, addressing safe injecting for prevention of HCV and other blood borne viruses and other health issues associated with injecting)

	Needle Availability Program 
	(with a total of 9,164 client contacts, distributing 208,082 needles and syringes in 2001-02)

	Hepatitis C Pilot project 
	(education and support for ex-custodial HCV positive people and families, provision of education training services and information distribution to other health sector agencies likely to have contact with HCV positive people  [GP’s, ambulance officers, etc])

	Community Development 
	(offering education and training in any of the above areas to a variety of groups including neighbourhood houses, police academy, TAFE, schools and colleges, rotary clubs, etc.) 


Given the uncertainties in the insurance industry, assurances were sought by the organisation from our insurance company and verbally given in May 2002 that there would be no difficulty in renewing current insurances on the due date of 21 August 2002.  Subsequently informed on 18 July 2002, that due to a change in company policy, they would be unable to renew any policies with the exception of workers compensation.

Following contact with other agencies for advice on their experiences in seeking public liability cover, a broker was selected to seek insurance cover.  The following information was provided to the broker at his request;

· extent of current insurance policies and claims history over previous five years;

· previous years annual report including complete 21 page audited financial statements, 24 page statement of business plan activity outcomes, 24 page business plan and budget for forthcoming year, and a further 30 pages of program reports;

· 26 of the organisations 45 operational policies that may impact the potential insurance risk.  

Broker contacted a total of 8 insurance agencies with only 2 expressing interest.  One company, having requested and received the above information, eventually responded with reservations due to perceived lack of depth to the information supplied.  When challenged by the broker, the company representative confessed to not having read it closely, and promising to take a closer look.

With two weeks remaining, a second broker was contacted to assist in securing insurance.  Shortly thereafter, Broker 1 complained about our action as he had assumed he was the sole broker.  He had discovered that there was a second broker during a conversation with the organisation. 

With five days remaining, a 2-week extension of cover was sought and received (two days prior to the expiry date) from the current insurance company.

In all, 12 companies were approached to secure insurance cover, which was finally achieved one day prior to the extended expiry deadline.

Insurance Companies and Brokers

· Seeking insurance is problematic.  Most companies decline to be contacted directly, insisting that all contact be via a broker. This lack of communication by the industry leads to a great deal of uncertainty and frustration for CBO’s and their clients and gives the perception that the industry has little or no regard to the consequences of the power it exercises in the Australian community.

· Brokers prefer to operate as sole-brokers for an organisation, however one broker is unlikely to have close working relationships with every insurance company.

· Insurance companies resent being approached by more than one broker for the same organisation, and it is suspected that one insurance company that had shown interest, withdrew from discussions following contact by two brokers.

· Of all companies approached, not one gave any reason for declining to offer insurance cover, whether it be due to the services offered by the organisation, or for any perceived shortcoming in the organisations operating policies and procedures.

· No guidelines are available as to what insurance companies perceive as risks, which if available, would possibly enable an organisation to address the risk to either mitigate or eliminate it.

· The resulting cover contains an exclusion clause relating to HIV/AIDS.  This is an ‘interesting’ situation for an organisation where one of its key roles is the prevention of HIV.  Perversely, insurance companies have no concerns regarding HCV.  This seems to demonstrate a total lack of understanding within the insurance industry of the risk factors, possibly stemming from some illogical extension of life insurance policy exclusions for HIV positive people.

· The level of public liability insurance premiums seems to be totally arbitrary.  Verbal guesstimates ranged from $4,000 to $25,000+.  The final cost of about $12,500 represented an increase of over 2000% from the previous year’s premium of about $600, and this is from an organisation that has never made a public liability claim.

· There is no attempt at “providing a service to consumers” by many insurance companies.  Their attitude to potential “consumers” is often distant and aloof, bordering on contemptuous. 

· Insurance companies and/or brokers appear to defer making decisions to the last minute (even with a two week extension, cover was formally secured four hours before the deadline). Given the discouragement to have more than one broker, and the reluctance of companies to engage directly with consumers, this could be seen to be a tactic to stop shopping around for a better price?

The Role of Government

With the privatisation of State Government insurance agencies some ten or so years ago, there appears to be little or no control or influence of, or competition within the insurance industry.

Government has progressively moved away from health service provision in tendering out services to private and community-based organisations.  They have however, moved too slowly in ensuring that organisations now running services, particularly those in the health sector, are able to maintain their operations in this new insurance climate.  

Government is reluctant to assist CBO’s in meeting the full cost increased insurance premiums.  This leaves organisations with unpleasant choices:

· pass on costs to clients, many of whom are already disadvantaged;

· reduce services;

· cease operations.

The ultimate result for Government will be vastly increased costs in years to come if organisations focusing on harm reduction and disease prevention are forced to close, even temporarily. 

Government does not rigorously regulate the insurance industry, apart from requiring all companies to provide for workers compensation insurance.  They need to consider some form of external regulation and/or making the industry answerable to consumer/competition oversight.

Around Australia some state governments are establishing insurance pools for CBO’s, however this does not overcome the systemic problems in a non-competitive insurance environment and government should confider the re-establishment of their own insurance offices.

Other Issues

It is not only public liability insurance that is causing difficulties within the health sector, as some organisations have also been forced to close due to difficulties in obtaining professional indemnity insurance cover and director and officers insurance cover.

A concern with the current situation is that increasingly the insurance sector is influencing and in some cases dictating the direction of the public health agenda. This will inevitably be to the detriment of public health as programs are reduced in order to conform to the policies of insurance companies.

As well, many other community activities are at risk.  The healthy outdoor or sporting Australian lifestyle is in jeopardy, with a number of activities closing due to inability to obtain any cover, or through being unable to obtain affordable cover.  The implication for the physical and mental health and wellbeing of the nation is not promising.
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