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Nothing to

The fourth inquiry in three years into home
building insurance is due to report by the month’s
end. But has the State Government the political
will to change a system that builders say is
unworkable, asks Linda Morris.

LAGH Webster has been
renovating and restoring
hennes in the easterm
subnurhs for more than
20 years, [nlhll.nrgmhl:
s whon nine mwards and s
}!Msamuﬂhm \Eh:l:l
mumdmugf:tﬁltam residential
building and moving into commercial
work of project management because he
e et pet enough insummnce to
:}m‘.hnbu.dnﬁs And he is not alone.

The owner of Reder, a small- to
medinm-siped building firm, Webster
suggests “without wishing to be alarm-
ist” thiat the industry “as we know itz on
the brink of col and predicrs o
trmbe shortage than Ben Hur™ as
athers like him leave the ndustry.

The fourth inquiry into home
warmknty insurance, which is compul-
sory for all building wod worth more
than $12.000, is due to report at the end
of the month. Mo one, least afall thoss in

the h'mmli:l‘::lﬂ induarries,
expecis the findings of
Grellman o be rn'ﬁtmy

After all, builders such as Webster
harve beest complaining since the
collapse of HIH that they have been
increasinghy unable to n sufficient

insurnmoe o run their busineses or
huwhommhdlupuupdurhnuu
and ge sums of capiml &

The systems !'mhngs,mu.hmhcrn
rked over before. Last year, Professor
Percy Allan's report to the ministerial
cotneil on consamer affairs declased
home insurance in crizis.

But masiters only from bad
o worse for VWebster, His insurer, Dexta,
wilked out of the NSW home warmanty
ket in December, bemving Roval &
Sun Allinnce and a smaller -
based pleyer, Bewnrd, as the sole
providers of the insurance criginally
designed to protect the conmimer from
poor workmanship and bankruptcies

In March heapplied for insimnes to
corver an anmnl turnever of $4 million.
offering Insuranoe for & maximum tim
over of $2.8 million, condtionnl upon a
capital injection of 585000 o the
provision of a bank guamantee of $1.17
million. He has asked why such guarnn-
tees are necessary fthe home owner
can oaly makea claim if the builder is
banknapt, missing or dead.

Whiting for insurance: wﬂ.
Webster says he has laid off his appren-
tice and mh:.u:td the hw_?hfh'ud’ﬂcr
manager by 40 per cent, question
remains, he says, does the Special Minls-
ter of State, John Delln Bosea, huve the
puliiculwlllmdungeaﬁmdmi;
l.u'n'mdl’.ub]

aﬂs st bankmugt builders
been compulsaryin
‘\E‘u\l‘ since 1972 i was implemerited as

t-ruan scheme sdminds-
mred bry the Builders" Boand
and dmuheh:gd}runpﬂpullr&:ﬂdm
Services Carporation {BSC)

In 1997 the State Governmen abol-
ished the BSC and handsd over e
scheme to private nsurers, who became
the de facto regulaton of the industry
verting budlders for insuranoe but nog
d:lempohu:aehuﬂlhngqﬂﬂ:‘l

LFranﬂ-!':ﬂlIm
competitive pr:rm:lm:\'\mrz
at similar bevels to those of the govern-
ment scheme. Once HIH fell, insurers

1 to nore cautiousdy reassess their

. Bullders complained they could
not get insurance, could not get enough
of It ar were being unfuidy asked to pot
up their family homes as murety.

Private insurers threatened to with-
drww from the market, forcing the
Gerernment toscale back mandatory
insumnoe

nised {Fihelr builder has died or gone
ot of business. Home building regu-
Iations are failing to provide sufficient
progection for consumers, buflders and
isurers of offer quick and inexpensive
remedies if things go wrong.
“Who else is meked to put up surety
and pary fof insurance as welP™ the
NEW president of the Royal Australion
Instirate of Architects, Caroline
Pidcock, smym. “You dont put up your
hosuse to pay for car insurance. it
eoUs.” fcompla
Despiite: the streaim ol o AN o
MPs and noisy bowling club procests,
Elizabath Crouch, the Housing Industry
Assnciation’s NSW execurnive director, i
o whio believes the crisis has been
overstated. While conceding there hirve:
been “service difficulties” in i|le|1
ohtaining prowmgpe pricy coves, ritig
renovation costs and a shortages of
builders reflect high demand, she says.
Cruive simphy Crouch says, itha boom
time for Ausrralin's heousing [ndustry.
“Every time people talk ahout n crisis
tn the housing industry, they domage
eorsumer confidence. Himve a book o2
approval figunes, building figures and
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Ihnu'h:mhmnﬂ wirssing mirlbm#ahsw n-fshubllﬂ.m nbaut getting out of residential wnrt becauss be can't get encugh insurance. And he's not slone. Pholies David Maoir

uudhm-nmdhlkim o of the proj-
ect home mamtet and into
TENOVALICH Sector,

I auny event, says Crotich, thene are
benefits from insurers’ demands for
Es::m:r financial accountabiliry. Mam:-

cturers and suppliers are coping with
fewer bad debis, conmemens e befter
protected and there is rechoged need for

If it"s simply a boom, why have four inquiries into home
warranty INSUrance? srian SEDLER, Master Bullers: Association

the mte of commencements and you tell
me there s 4 crisis. %mes]ﬂam‘uﬂy
high lewels of building sctiviry

ﬁmkmﬂl.u.m:]-]mm]rul-ﬁ
same £12 hillion of renovations and
bl ing work ane in the pipeline, about
douhle normal kevels, In MW construe-
tion nctivity in the pipeline i worth $4.4
billion. The backlog represents five
meonths wor

For Crouch, realiry TV shows such as
The Block hurve played a pa, stinualat-
ingg demand for renovations as home
wners seek o capalise on infinted
Land vahaes and bow interes mates,

Crosch sy Sydney’s acute shorage
of lnnd is also forcing small- and

regulations requiring payments be set
aside churing the congract period.

Bt Brian Seidler, the Master Builders'
Assoctntinn’s executive director, asks: *1f
it sirmphy & boom, winy luree foaringuir-
Ie=s impo home WOty insursnce?”

Revyal & Sun Alliance, B5W's bi
home warmnty insurer, s i on
acting in the inferests of consumers.
Less than 3 per cert of bubldess ane ever

pome batllderin nine ever
cumbﬂ;kln ¢ far the capon mm-
over to be rexnaved,

Nick Kizk, Fowal & Sun Allinnes's
gmcml manager of specinlty products,
satyx rigosous checks are made to ensire
the financial viakiticy of uilders, “No

one wina when o builder b:cmnn{_ 4 barik-
nugi i ean be devanating for them
personalby for their customers, suppliers
and for their staff and subcontrectors.

O the other hand, an indusry
based on fnanclally secure, well-run
husinestees 8 mont Hikeby to be competi-
ive nasdd prroeperous. In 2000 we
recefved and dealtwith more than 1300
insehvency of thelr bullder. In 2000
there were still S00 claims despite the
e ing murket.

“Building i a cyclical industry and
the best way for & good builder to
survive is for the business to hme
sufficient amets to allow them to lve

th h the cycle and rde out the unex-

finnmncind hiceups that all
usinesses fce.”

Agenernl insurance broker, Nomm
WVerity, says the system isn't working
and sourcing home warmanty
insurance for builders is a “night-
mare”, Delays of six months in
processing applications are common.
"I've got ones that have taken longer

than sixmonths, The volume nf;;:ﬁ;'r

wiork in my files is unbellevable.

these peopledon't realise i that
thev're sending builders broke. No
credence is ghven to a bullder’s record.
He coulbd be the words worst builder

and {f he had enough money in the
bank hell getinmamnee,”

Vermy is also a TAFE teacher. He soys
the inability of builders to find sulificient
inmumaneoe i reflected inthe growing
numbers of people queing for tech
courses thar qualify them as owner-
builders. Enrolments in TAFE owieer-
bir{lder courses toJulyalmos excseded
° . i DL s AL S VEFTURL PIogect
minhgers ancd contract the wosk outto
rradesmen. Onece building i complete,
they muss buy home warmnty insumnce
but onby if they intend sefling within six
years. The result is thae risk is helog
tmansferved from the trademen, notnll
of them col e, to the o, Verity
saya, Ironically the legacy could be n
long lst of defects, resubting in mare, not
fewer, clnimes agnins private insurers

“T'tn seeing cases where thousands of
dollars of bathroom tiles dre hving to
be pilled out because i S300 waterprood
membrmmee is mizsng.”

Dicspites the clamour, there ane few
signs the Government wanta back into
L‘n:bm:mm:.;lhwhm!lnmzpun
it Has A walihiy e, mpln.u;u
new plaper such as ﬁ
!eplnundamdd!ﬂua:lﬁ:num
CHpCILY an mmpulﬂm. MNRMA
foor its part wants the Govemmen to

intreduce tghter censing stundards. insurer is not the answer, we've goLio
The Government says & can't sct until getback 1o basics."
O i A opeue  gomaaitneoud ke
The building ind EXpects ROVEITIAENE 5 -
sehves whether NSW cenled

'inE.iiry to support the status quobut
ha few [ncentives to enticoe new
players and make i atrctive for exist-
ing insurers to remain in the market.

Cueensiands Building Services Auth
AR taT T s e T T s
late as last week it had not been
contmeted by inquinystaff
for detailed information
on the opernnion of &5
scheme,

Keeping the system of
self-regulntion will do
nothing toimprove
consimer protection,
sy Verity, The indus-
try's problems will not
b etased until bullder’
work is independently

afford to do nmything greathy different.
Bug, the MBAKL Seiller smys, "l me this

s the lnst oppormunity to get geniine

reform of the industory, We get this

oy L gEnen e A

dad butlders with it "

ok =

CHEAPER THAN
THE INTERNET

FLIGHT CIMTRE
INCLUDIWE THTE um.'r Tam-

Y GoLD coasT mwusra:g

N ADD seommodaten from 531 pee nigha

cenified. Asloogasthe | o DARWIN  ocvmo®1 75]

Gn‘i_rcmml:;u dives not . e e ’

police the industry and [ '

tnspect the quality of AUSTRALIANM f

pork conmumerswill | N OPENTENNIS w5448 9

manship. IMCLUDES retur sicfines, 3 g sccommodatn '
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“Everybody is cutting

corners, Another . OLIFL LEPWEST INTERMET FARE CUARLAMTEE
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