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INSURANCE COMMISSION OF WESTERN AUSTRALIA AMENDMENT BILL 2002 
Second Reading 

Resumed from 24 September. 

HON ALAN CADBY (North Metropolitan) [9.26 pm]:  The Opposition supports this Bill.  I was interested in 
the media statement of 14 August 2002 issued by Hon Geoff Gallop.  It stated - 

. . . the legislation was aimed at directly helping community groups, sporting organisations and small 
businesses that had been the hardest hit by the spiralling costs of insurance premiums.   

It also went on to say that - 

. . . the State Government had also introduced legislation that would enable the Government to provide 
insurance cover to not for profit groups. 

Further on it said - 

It will be a simple method of providing insurance cover to not-for-profit organisations so they can 
continue their valuable role in the community.  

After reading that comment, I went to the briefing, having taken the statement at face value, but, of course, it was 
not that simple.  The press release should have included a qualifier that the not-for-profit organisation must be an 
incorporated body.  The press release was somewhat misleading.  I guess it was not meant to be misleading, 
because not everything can be explained in a press release.  It also stated - 

By introducing these two Bills, the State Government has acted swiftly and taken an important step in 
providing a solution to the crisis. 

And that this Bill was - 

. . . a top priority for the Government’s program in the new session of Parliament.   

Hopefully, I will assist the Government in the swift passage of this Bill.  We may even finish dealing with it 
tonight, who knows? 

The question about not-for-profit organisations was made clear in the second reading speech by Hon Nick 
Griffiths; it stated - 

The community insurance fund will enable the Government to provide insurance cover to “eligible 
community organisations” based in Western Australia, which in the current insurance environment, are 
unable to access affordable or any private insurance cover, particularly public liability insurance.  

The Treasurer will have discretion to determine criteria in respect of the eligibility of incorporated not-
for-profit “community organisations” to participate in a community insurance fund.  

That made it clear to me that the first thing an organisation needed to be was incorporated.  

The DEPUTY PRESIDENT:  Order, members!  There are five conversations under way in this Chamber.  Could 
those members involved please go outside.  

Hon ALAN CADBY:  The Trowbridge report released on 30 May 2002 addressed the issue of public liability 
insurance.  It was written for the heads of Treasuries, ministers and Governments and provides a blueprint for 
meaningful action for the benefit of the community.  The report identified the difficulties now facing the 
insurance industry in getting cover for community organisations.  This issue has been dealt with by many 
newspaper articles, which I do not intend to read.  However, it certainly is a problem and I wish to show that it 
has been well documented in the newspapers. 

The Trowbridge report identified the problems.  Page 7 of the report states -  

Community organisations (which are generally not-for-profit) have been especially hard-hit by both 
availability and price of public liability insurance.  This appears to be due to a perception that the risk is 
high due to public involvement, along with difficulty in quantifying the risks involved.   

The report contains a number of proposals and suggests a definition of eligible not-for-profit organisations.  The 
Insurance Commission of Western Australia Amendment Bill 2002 closely follows the recommendations 
contained in the Trowbridge report.  The nature of the cover in the Bill includes public liability, professional 
liability, medical treatment liability, workers compensation, property, motor vehicle and personal accident 
insurance.  The recommended cover for liability classes for community organisations is limited to $10 million.  
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However, as I understand it, that figure could increase in special cases.  Will the minister confirm the nature of 
the cover and that it will be around $10 million?   
In his second reading speech Hon Nick Griffiths stated that Australia-wide premiums for public liability 
insurance have increased by a low 5.7 per cent whereas claims have increased by 27.7 per cent.  However, in 
Western Australia, premiums for public liability insurance have increased by a massive 87.3 per cent while 
claims have increased by 24.1 per cent.  He also stated that Western Australians are subsidising the rest of 
Australia and that  -  

This confirms that the insurance industry is continuing to ask Western Australians to subsidise the rest 
of Australia and further justifies the establishment of a community insurance fund as provided for in 
this Bill to assist and protect “eligible community organisations” in Western Australia from the effects 
of a fluctuating insurance market which currently reflects mainly the New South Wales claim 
experience.   

In the other House the Parliamentary Secretary to the Premier stated that organisations should expect to pay the 
same rate as last year or somewhere close to that rate.  He was not specific and tried not to answer any questions.  
That is interesting, because on the one hand we are told that we are paying too much because we are subsidising 
the rest of Australia, particularly New South Wales, and, therefore, we need our own regime.  However, on the 
other hand we are told that premiums are likely to reflect the inflated costs that we already pay because we 
subsidise New South Wales.  I wonder if that is a way of Treasury improving its cash flow.  I wonder whether 
not-for-profit organisations will be taxed through public liability insurance.  If Western Australia is subsidising 
New South Wales and it introduces its own regime, logic states that premiums should be somewhat lower.  I am 
sure they would not be a great deal lower, but they would be somewhat lower.  When premiums are set, will 
organisations be treated as a class or will they be treated as individual organisations?  Will all sporting clubs 
receive the same risk classification?  In other words, will a football club be considered to pose the same risk as a 
chess club?  Will a climbing club be given the same risk classification as a walking club?  Alternatively, will 
premiums be specific to the risk of the activity in which the club is involved?  That is an issue about which we 
must be clear.   
Before a community organisation can qualify for insurance cover, it must, at the very least, be an incorporated 
body, and the Treasurer must also give his okay that the organisation is eligible to join the insurance fund.  The 
Associations Incorporation Act 1987 provides a number of conditions that must be met if an organisation wishes 
to apply for status.  I do not intend to read out all of them.  However, I am interested in section 4 of part II, 
which states -  

Eligibility for incorporation 
(1) Subject to this Act, an association is eligible to be incorporated under this Act if it has more 

than 5 members and is formed -  

 (a) for a religious, educational, charitable or benevolent purpose;  
It is not too difficult to become an incorporated body.  An application fee will cost $100 and it will cost 
approximately $16 to advertise in a local newspaper the intent to become an incorporated body.  That raises 
another question; that is, given that it is unlikely that the date of incorporation will coincide with the premium 
date, if an organisation’s membership falls below six during its insurance period, will it still have insurance 
cover?  By rights, if the membership falls below six, it will no longer be incorporated.  If a sporting association 
such as the Wanneroo Basketball Association is insured under the Bill, do the teams that are affiliated with the 
association, but are not incorporated, receive protection under the association’s insurance?  Last Saturday 
evening a member of the Liberal Party told me that when political parties have functions or fundraising events 
there is an expectation that the association’s incorporated insurance will cover such an event.  Recently that 
situation changed.  A branch of the Liberal Party wanted to organise a dinner dance and sought public liability 
cover.  Initially it was quoted $5 000 to cover that one evening.  That is an enormous amount of money to pay 
for a one-evening event.  Eventually the quote was reduced to $1 500.  Will the new community insurance fund 
allow clubs within an association to hold fundraising events and the like, as is done by the Labor, Liberal and 
National Parties, One Nation and the Greens (WA)?   

An organisation must satisfy certain criteria before being eligible to participate in the new Insurance 
Commission of Western Australia.  The explanatory memorandum states -  

organisations should have an affiliation with a State Government agency; and/or receive State 
Government funding;  

the Chief Executive Officer (CEO) of the host agency must support the organisation’s inclusion within 
the Community Insurance Fund; . . . 
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Further, an organisation must be acknowledged as performing a useful service to the community in the public’s 
interest.  Who makes that decision?  It seems to me that the chief executive officer of the state agency is to have 
enormous power if he or she is to be allowed to make a subjective decision about whether a particular group is 
providing a useful service to the community.  I wonder whether the CEO would consider that the Liberal or 
Labor Party provides a useful service to the community.   

In terms of affordability, the chief executive officer of the host agency has a number of guidelines to consider.  
These include -  

Is insurance from the commercial market place available to the organisation?   

If so, is the premium, in all the circumstances, affordable to the organisation?   

The CEO should consider whether a grant or subsidy or loan to the organisation, to assist it to meet the 
cost of insurance from the commercial market, is a viable alternative to maintain the services within the 
budget constraints of the agency.   

It seems possible that the chief executive officer would encourage the organisation to obtain commercial 
insurance rather than rely on the Insurance Commission of Western Australia.   

Also contained in the explanatory memorandum is the expectation that community organisations will need to 
adopt risk-management strategies and report annually to the Insurance Commission of Western Australia about 
their performance.  This requirement is similar to the statements made on pages 35 and 36 of the Trowbridge 
report, which states -  

Problem 

While large organisations have developed extensive skills and competence in risk management, this has 
not yet spread widely to smaller businesses and community groups. 

Proposal 

E1 Risk management guidelines to be made available to all organisations, and especially targeted 
to not-for-profit, community, sports and charity groups. 

Will the Insurance Commission of Western Australia provide guidelines for risk management for those not-for-
profit organisations? 

Hon Peter Foss interjected. 

Hon ALAN CADBY:  I am hoping it will get passed up at some stage, or he will take an interest in this Bill at a 
later stage.  He is not taking an interest at the moment. 

Hon Peter Foss:  He is not even here. 

Hon ALAN CADBY:  We are talking about the Leader of the House.  The front bench has no members on it at 
the moment. 

My sister belongs to a knitting club and I am wondering what strategies they will have to incorporate into their 
association.  Do they blunt their needles?  That is the only thing I can think of.  If someone is playing football 
with an incorporated group, what does he have to do to avoid the greater risks?  No tackling.  It would be an 
interesting game without tackling.  I hope these risk-management proposals are sensible and are aimed at the 
specific sport or club and are not just general, across-the-board specifications. 

I have been told by Volunteering Australia that the State Government Insurance Office will not insure volunteers 
over the age of 65.  Many community groups, such as bowling clubs and Meals on Wheels organisations, depend 
on volunteers who are over 65.  In her budget statement, the Minister for Community Services indicated she 
wanted to encourage seniors to volunteer their services in several areas.  If the SGIO will not insure seniors, will 
this new risk cover offer the sort of insurance cover it requires for seniors?  My understanding from the briefing I 
attended is that this risk cover is not meant to be a permanent fixture within the State; rather, it will be a 
temporary measure until premiums become more reasonable.  I want to know whether this is correct.  If it is, 
when will cover become available, and for how long will the reserve of funds need to be kept to cover future 
liabilities?  As we know, there are cases in which liability has shown up 20 years after a particular incident.  The 
Trowbridge report talks about limiting liability to three years, but this Bill does not indicate that at all.  Perhaps 
the minister could provide some guidance.  Any fund will require some initial funding, and we do not have any 
information about the setting up of the fund and its initial running costs before it becomes self-sufficient. 

An important component of any new legislation is to inform interested bodies of the Bill and its implications for 
them.  Because we are dealing with community groups, we need a substantial public information program so that 
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everybody will be aware of what this insurance will cover, how available it will be and how it will apply.  What 
plans has the minister in mind for giving information to the public and what will be the expected cost? 

As I said earlier, I want to assist in the swift passage of the Bill, so I will conclude by reading part of a letter 
from the Insurance Council of Australia Ltd -  

Hon Kim Chance:  Before the honourable member does that, and for his benefit and others, since Hon Nick 
Griffiths is not here, it is my intention to adjourn the debate once all speakers have had their say so that he can 
read tonight’s speeches and respond with information to questions tomorrow. 

Hon ALAN CADBY:  The letter from the Insurance Council of Australia refers to the sort of package that needs 
to come about to address the liability issue.  It states -  

1. Promotion and encouragement of better risk management, both at individual and collective 
levels. 

2. Promotion of the pooling concept for smaller groups and businesses. 

3. Establishment of a facility for Not for Profit organisations underwritten by three major 
insurers. 

4. Development of a national data collection system under the auspices of the Federal prudential 
regulator APRA. 

5. Establishment of information sources for consumers seeking assistance. 

I highlight that latter point.  On that note, I reiterate that the Opposition supports this Bill and encourages its 
swift passage through the House. 

HON GEORGE CASH (North Metropolitan) [9.45 pm]:  I also want to ensure that the Insurance Commission 
of Western Australia Amendment Bill has a fairly swift passage through this House but, as members would 
appreciate, it would be remiss of me not to stand and offer my support on this important legislation for an hour 
or so. 

As Hon Alan Cadby has so eloquently put it, this is an enabling Bill.  It is designed to enable the Insurance 
Commission of Western Australia to carry out some additional functions to those it is already empowered to 
carry out.  The need for the Bill relates to the circumstances surrounding the insurance industry in Australia in 
the past two or three years in particular.  There is no question that the terrorist attack in the United States on 11 
September 2001 changed the insurance industry on a global basis, and in Australia the more recent collapse of 
HIH Insurance has also markedly affected the ability of organisations to get insurance cover, particularly in the 
public liability area.  As Hon Alan Cadby has said, there have been massive surges in premium charges for 
community organisations over the past two years; they are not only restricted to community organisations but 
also have significantly affected small business and commerce generally.  It would be unfair to stop at that point - 
ordinary households have been affected by the changes in the insurance industry in Australia during the past 12 
months, and today anybody receiving a premium from an insurance company for insurance cover can guarantee 
that the cost of it will be significantly more than was the case 12 or 24 months ago. 

Members of this House well remember that in the 1980s the then Labor Government entered an era when it 
wanted to pick business winners, and it was keen to have an interest in various businesses, either directly or 
indirectly.  When I say indirectly, it was keen in some cases to direct agencies how to invest their money.  One 
of those agencies was the State Government Insurance Office, and the result of directions given by the former 
Labor Government, which came to light following the royal commission into the WA Inc affair and later the 
Commission on Government consideration and recommendations, was that the SGIO - as it was then - lost 
hundreds of millions of dollars as a result of that government involvement. 

I am pleased to say that is no longer the case in Western Australia.  The Insurance Council of Western Australia, 
which took over part of the business of the state government insurance agencies, is certainly not going out of its 
way to poach this particular insurance business.  It finds itself in the position, at the behest of the Government, of 
having to pick up the community and not-for-profit organisations that currently cannot get public liability cover; 
or, if they can get it, find that they cannot afford the premiums that are required by the insurance companies.  
That is the reason for this enabling legislation.   
The DEPUTY PRESIDENT (Hon Barry House):  Order!  There are some very audible backbench 
conversations - in fact, two audible backbench conversations.  I ask members to pay attention to the member on 
his feet. 
Hon GEORGE CASH:  There is no doubt that the Insurance Council of Western Australia is not trying to poach 
the business of private insurance companies in providing public liability cover for not-for-profit organisations.  
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The experience across Australia is that as a result of the changes in the insurance industry over the past couple of 
years, insurance companies are not interested in taking on this cover.  As a result, Governments have recognised 
that many not-for-profit organisations across Australia are potentially exposed to considerable liability.  I think it 
is fair to say that across Australia, liability insurance premiums have been rising since early 2001 in line with the 
movement in the insurance cycle, and that previous poor risk-management practices and rising claims have 
contributed to premium increases, as well as the two events that I have mentioned; namely, the September 11 
terrorist attack on the United States, and the collapse of HIH Insurance in Australia.   
The Commonwealth Government and all the State Governments have met on a number of occasions this year to 
try to work out a solution to the problem.  In the mind of the Government of Western Australia, this Bill will 
allegedly solve the problems for Western Australia.  I do not think it will necessarily solve all the problems, but 
it is a step in the right direction.  As Hon Alan Cadby has said, it will be interesting when we move into the 
committee stage to find out for how long the Insurance Commission of Western Australia believes it will need to 
pick up this business and support the organisations that will be covered by this insurance, and for how long the 
tail is likely to be on the books of the Insurance Commission of Western Australia.  

One area that concerns me is the apparent vagueness in some of the provisions of the Bill.  As I have said, this is 
an enabling Bill to enable the Insurance Commission of Western Australia to carry out certain functions that it is 
not currently authorised to carry out.  However, I note with interest that whether or not a community 
organisation will be an eligible community organisation will be very much at the discretion of the Treasurer.  
That discretion seems to be considerably wide.  In the briefing note that I and my colleague Hon Alan Cadby 
were given, we were provided with a copy of the “Joint Department of Treasury and Finance and Insurance 
Commission of WA Guidelines for Admission to Community Fund”.  ICWA is being authorised to set up a 
community fund to cover various groups.  However, the guidelines seem to be very general and vague.  During 
the committee stage, I will be asking the minister how confident he is of being able to provide answers to 
community organisations as to whether they will be eligible organisations.  I say that because certain 
requirements will need to be met by community organisations before they can become eligible community 
organisations.   
The question of incorporation is interesting.  There has been some discussion in the Press that this Bill should 
extend further than just incorporated associations and should also cover non incorporated associations.  That is 
an interesting proposition.  I am not sure in law how we could cover those organisations and maintain some 
control; that is why I assume the Bill is being restricted to community organisations as defined in the Bill.  Hon 
Alan Cadby raised the question of when is an association incorporated and when is it possibly not incorporated.  
That question arises because the Incorporations Association Act requires an association to have six members 
before it can become an incorporated body.  The question that was raised by Hon Alan Cadby was along the 
lines that if we assume that a body is incorporated if it has not fewer than six members, then if the number of 
members were to fall below the required number, would it still be entitled to the insurance cover that was 
previously given to the incorporated body.  It is not a question of whether or not the association remains 
incorporated, because the Associations Incorporation Act provides clearly the method by which the 
incorporation of an association can be dissolved.  One method is outlined in section 31 of the Act, which is 
headed “Winding up by Court” and sets out the conditions under which the Supreme Court may wind up an 
incorporated association.  One of the conditions under which an incorporated association may be wound up by 
the Supreme Court is if it has fewer than six members.  Section 35 of the Act is headed “Cancellation of 
incorporation by Commissioner” and provides that where the commissioner has reasonable cause to believe that 
an incorporated association has fewer than six members, the commissioner has the right to direct the cancellation 
of the incorporation of the association.  However, that is not the question.  The question is whether the insurance 
cover that was previously granted to the association will remain should the membership of the association fall 
below the minimum that is required under the Act.  
The Trowbridge report that was mentioned earlier is an interesting document.  It talks about the practical 
proposals for reform of public liability insurance in Australia.  In the main, it concentrates on the question of 
negligence.  Another Bill before the House deals with the changes to tort law in Australia.  The Trowbridge 
report speaks at length about risk management.  Although there has been some criticism of this Bill for requiring 
not-for-profit organisations to maintain a proper risk-management strategy, it seems that one of the problems in 
the past has been that some organisations have not understood and met their responsibilities with regard to risk 
management.  There is no doubt in my mind that an insurance company requires an organisation to at least 
mitigate the circumstances in which it places itself, which might in turn cause a claim to be initiated by an 
organisation in respect of some public liability damages or whatever.   

There is no need for me to continue.  Hon Alan Cadby covered the situation particularly well.  I will be 
interested to hear some of the answers to the questions that have been posed.  When the Minister for Racing and 
Gaming returns, he will be able to consider some of those issues and give comprehensive answers to the House.  
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Those answers are not necessarily just for the questions I have asked; they relate to questions asked by 
community organisations who want greater certainty than is currently apparent in the guidelines and the 
provisions of the Bill.   

I indicate that I support the Bill on the basis that although it might assist some community organisations, it will 
not assist small business in Australia, which remains a huge challenge for State Governments across Australia.  
If we allow areas, groups or sectors within the community to be exposed to public liability claims because they 
cannot afford the premiums required by insurance companies, the community will be the loser.   

Debate adjourned, on motion by Hon Kim Chance (Leader of the House).   
 


