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1 Queensland Home Warranty Scheme
Overview

1.1 History

In 1977, Queensland introduced a system of home warranty insurarice adrninistered by the
Builders’ Registration Board. This followed similar schemes which were launched interstate.

Queensland progressively enhanced the level of protection provided for henmieowners with
substantial increases in cover in 1992 following the formation of Queensland Building Services
Authority (QBSA) which took over management of the Scheme, and again in 1999 as part of
the Better Building Industry Reforms Package.

The QBSA was abolished on 1 December 2013 the Queensland Building and Construction
Commission (QBCC) became responsible for the adminictration of the Queensland Home
Warranty Scheme.

Cover was further expanded on 28 October 2016.

1.2 Establishment of the Queensland Home Warranty
Scheme

The Queensland Building and Corisiruction Commission Act 1991 (QBCC Act) establishes a
statutory insurance scheme which is to be administered by the QBCC.

The QBCC Act gives the statutory insurance scheme the name “Queensland Home Warranty
Scheme” (Scheme). The: Scheme is 1o be referred to as the Queensland Home Warranty
Scheme in all corresponderice ario publications

1.3 Cover Pirovided by the Scheme

The Scheme pravides warranty cover in relation to residential construction work carried out in
Queensland. The QBCC is the monopoly provider of home warranty insurance in Queensland.

The cover provided by the Scheme is determined by the QBCC Act, Queensland Building and
Construction Commission Regulation 2018 (QBCC Regulation) for contracts from 26 October
2016 or for contracts dated before 28 October 2016 the applicable Insurance Policy
Conditions made by the Queensland Building and Construction Board.

Queensland is the only State to offer first resort home warranty cover. Being a first resort
Scheme, the QBCC is the first port of call for consumers.
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If the QBCC cannot resolve the issue, and the contractor is at fault a claim is paid. This
process means that consumers are not required to take expensive and lengthy legal action
against contractors. Instead, the QBCC pays a claim, and takes recovery action against the
persons responsible.

Where a licensed contractor enters into a contract to perform residential construction work in
Queensland, they are required to collect the premium from the consumer and pay it to the
QBCC.

Contractors undertaking speculative residential construction work are aico required to pay a
premium. A Building Certifier must not give approval for residential construction work until they
have sighted evidence a premium has been paid for the proposed work.

The Scheme provides consumers with a statutory entitiement tc compensation which is
effective in ensuring that more than 95% of Queensland residences are complete and free of
defects. For the remaining claims compensation of at least $200,000 is paid to assist the
consumer.

The Scheme covers consumers for loss suffered in the event of:

e a contractor failing to complete a contract for residential censtruction work (non-
completion)

e a contractor carrying out defective residential construction work (defects)

¢ movement in the foundations of the residence which adversely affects its structural
performance or the functional use of the building (subsidence).

Where a non-completion claim is made the foilowing additional cover is available:
e loss caused by theft or vandalism to the incomplete work; and
e damage caused by fire, storm ana tempest to the incomplete work.

To provide enhanced consurner grotection the subsidence cover under the Scheme does not
rely on the building work being defective. The Scheme responds where the subsidence was
caused by poor footing design cr inaccurate site classification, even though the QBCC does
not regulate these Service Providers.

With the exception of ciaims for fire, storm and tempest, the QBCC may seek to recover the
costs of any claiin paid from the person or persons responsible. While this is typically the
contractor, it alsc extends to others such as engineers, design drafters, architects and
certifiers. YWhen recavering claims, the QBCC has a statutory ability to pierce the corporate
veil and seek recovery from directors of the company at the time the claim arose.

An Insurable Werk page is on the QBCC website to assist in determining if something is

Insurable Work, both pre and post 28 October 2016 and the below Guide to What is RCW can
also be reference when determining if something is residential construction work.

J@ Insurable Work
A Guide to What is RCW

The Queensland Building and Constriction Commission Regulation 2003 was remade
commencing on 1 September 2018, becoming the Queensland Building and Constriction
Commission Regulation 2018. This regulation replaces the previous and is applicable to
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contracts from 26 October 2016. Below is a comparison table of the regulations.

il QBCC Regulations Comparison Table

2 Legislation and Policy Overview

2.1 Introduction

The Scheme covers consumers for loss suffered if a contractor (or an individual where fraud
or certain representations are made) fails to complete a contract for residential work or fails to
rectify defective work. The terms of cover, however, contain ceitair limitations and restrictions.
Assistance is also provided in specific circumstances for loss associated with incomplete work
which has been damaged by fire or storm, vandalism or theft.

The QBCC Act, Part 5, 67WA provides:
“consumer, for residential construction worh—-
(a) means a person who contracts with a licerised contractor to carry out the work; and

(b) includes a person who purchases !¢ work, once completed, if the work is primary
insurable work.”

2.2 Contracts Prior'tc 28 October 2016

The terms and conditions that set cut the requirements that must be satisfied for a claim to be
approved, fall under the Insurance Policy Conditions.

2.3 <Contracis from 28 October 2016

The legislation incorporates the terms and conditions for the Home Warranty Scheme cover,
in Schedule 6 of the Queensland Building and Construction Commission Regulation 2018.

2.4 Key Differences between Cover Pre and From 28
October 2016 Reforms
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Expansion of Cover

The Scheme has been expanded to include the following work (providing it is carried out by a
licensed contractor (or by an individual where fraud or certain representations are made) and
is for a value over $3,300):

e the erection, construction or installation of a residential swimming pool

¢ inrelation to a residence or related roofed building (e.g. shed):

o all building work performed within the building envelope (internal or external parts
of the building), for example, painting, tiling, plastering, rocf restoration and repair
work, rendering of walls, floor restoration, and glazing work

o anything attached to the building if it requires buildirng approval or plumbing
approval

o any structure attached to the external part of the buiiding where there is no other
supporting structure (e.g. awning or handrail)

o stairs or an access ramp which are permanentiy attached to the building

e in relation to plumbing and drainage for a residence or relaied roofed building:
o building work for the primary water supply (e.g. install water tank for primary water

supply)

o building work for sewerage or drainage (e.g.: work on a sanitary drain connecting a
residence to the sewerage main)

o stormwater drainage (e.g. repair of downpipe or gutter)

¢ the installation of a manufactured home fixad to !and in a residential park which includes a
residential park within a caravan park.

2.5 Cover for Swimming Pools (from 28 October 2016)

Contract to Construct Pooi Only

Under the QBCC Act thic appropriate insurance premium must be paid for residential
construction waork.

The term “residentiai ccnstruction work” is defined in the QBCC Act as primary insurable work
and associated instirabie work.

Primary insurable woik is defined (QBCC Act, section 67WC (1)) as building work carried out
by a licensed coeniractor, where the value of the work is over $3,300 and the work is included
in the list of building work that is set out in section 67WC (1).

One of the items included in this list is “the erection, construction or installation of a swimming
pool”. Note: the definition of “swimming pool” includes a spa pool.

Conclusion: where the contract is only for the construction of a pool, the pool is primary
insurable work, and is therefore covered for non-completion and defects.

Contract to Construct House and Pool

Both the house and pool are primary insurable work.
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Both are covered under QHWS for non-completion and defects.

Contract to Repair/Rectify Pool
A contract only to carry out repairs or renovations to a pool is not insurable.

Section 67WC(1)(d) provides that primary insurable work is “the erection, construction or
installation of a swimming pool....”

There is no provision in the QBCC Act or the QBCC Regulation that includes repair or
renovation of a pool as primary insurable work.

And yet, there is insurance cover for structural defects in a swimming poai.

The following is the consequence:
e apremium is paid for the initial construction/installation of the poal
o f there is a structural defect in the pool, it will be rectiiiea under QHWS

e however, no premium is payable on this rectification work, since it is not primary insurable
work and therefore not residential construction work

e so this rectification work will not be covered under QHWS.

Contract to Repair a Pool and Carry Qut Qther Primary Insurable Work

A contract for renovation and/or repair to a pooi which is combined with other primary
insurable work over $3,300 is insurable hecause:

e the renovation of the pool is not primaiy insurable work, but it is building work

e when itis included in a contract foi primary insurable work, the pool renovation becomes
associated insurable work.
Ly

As such, the cover for ihe poal renovation is as follows:

e itis covered for nari-completion — reason: non-comp claims cover RCW (i.e. both primary
and associated insurabie work)

e itis not covered for defects (QBCC Regulation: QHWS only covers defects in primary
insurable werk).

What is Covered in Relation to Pools

e The QBCC Regulation provides that we will pay to rectify defects in primary insurable
work.

o However, this cover is limited. If the primary insurable work was the construction of a pool,
then the following is not covered:

(i) a defect that is not a structural defect

(i) surfacing of an area outside the coping for the swimming pool
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(iii) work associated with the construction of the pool e.g.
= paving
= water features
= swimming pool slides
= diving boards
= swimming pool equipment and housings
(iv) steps for the swimming pool that are not fixed structures.

The term “structural defect” is defined for pools by the QBCC Regulation as:

“(b) a defect in the work that allows water to escape through the shell cf ihe
swimming pool; or

(c) a defect in the work that adversely affects the heaith or safety of persons who
occupy or use the pool.”

Exceptions
Spas
As noted above, the definition of “swimming pool” includes a spa pool.

In order for work to be primary insurable work, it must first of all be “building work”. This term
is defined as the erection or construction of a building. The term “building” is defined as “any
fixed structure”.

So, in order for work to be classified as primary insurable work, it must be a fixed structure.

The QBCC Regulation provides, thai the following work is not covered under the statutory
insurance scheme.

“work for the erection, ccnsirticiion or installation of a structure that is not fixed.
(Example for paragrart: (h)
—work for installing a poitable spa pool)”

From this we cain concludie in relation to spas:

¢ the installation of a fixed spa by a licensed contractor where the value of the work is over
$3,300 is primary insurable work and is therefore residential construction work for which
the QBCC preirium must be paid

e the installation of a portable spa by a licensed contractor where the value of the work is

over $3,300 is neither primary insurable work nor associated insurable work and is
therefore not residential construction work and no QBCC premium is payable.

Public Pools

The QBCC Regulation provides only residential pools are covered by the Scheme, not public
pools.
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Summary

e Construction of a pool only is primary insurable work.

e Construction of a house and pool are both primary insurable work.

e Rectification of a pool is not primary insurable work and no premium is payable.

e Rectification of a pool which is combined with other primary insurable work is associated
insurable work and a premium is to be paid on the total insurabie value.

e Only structural defects in a pool are covered by the Scheme, water ieatures etc. are not
covered.

e A “structural defect” in a pool is leaking through the pool sheii oi' a defect that adversely
affects health and safety.

e Installation of a fixed spa is insurable; installation of a portable spa is not insurable.

e Only residential pools, not public pools are covered by the Scheme.

Calculation of Premium

Previously the QBCC premium was calc.ilated based on the contract price, or the value of the
work.

Now the premium is based on the insurable value of the work.

The term “insurable value” is the amount which represents the reasonable cost of having the
work carried out by a licensed contractor on the basis that all materials are to be supplied by
the contractor, whether or not ine work is carried out on this basis.

Examples of work that may be inciuded in calculating the insurable value are relocating,
transporting and re-siting a residarice to another site, scaffolding, transporting materials to the
building site and the construction of a residence offsite.

Optional Additional Cover

The standard insurance cover is a maximum of $200,000 however, a consumer may increase
this cover to $300,000 by paying an additional premium to the QBCC. Also, coverage for
accommodation, removal and storage costs is $5,000 increasing to $10,000 if optional
additional cover is obtained.

In order to be eligible for this additional cover, the standard premium for the work must first be
paid by a licensed contractor, and the consumer must then pay the additional premium within
30 days of entering the contract, or prior to the work starting (whichever is earlier).
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Timeframes for Lodgment of a Complaint

For any contracts signed prior to 28 October 2016, the Insurance Policy Conditions allow the
QBCC to use discretion in relation to the date the consumer made their complaint to the
QBCC. For any contracts from 28 October 2016, the QBCC is unable to exercise discretion on
this.

2.6 Licensee Register to Show Claims Approved

The Queensland Building and Construction Commission Act 1291 states.
“99 Licensee register

(1) A regqister of licensees (the licensee register) must be kept by the
commission.

(3) The register must also contain againct the name of each licensee a note
of—

(j) the number and cost of claims approved under the statutory
insurance scheme that relate to residential construction work for
which the licensee paid, or ought to have paid, an insurance
premium.”

On 28 February 2019, the QBCC Director Insurance Services advised a decision has been
made about when it would be appropriate Tor the GQB8CC to remove a claim from the register,
or reduce its value. Such an action can only be approved by the Director Resolution Services
and Strategy, Director Insurance Services, Chief Legal Officer or Director Legal Services.

Non-Completion

Removal — where there is an IR ot QCAT decision that the claimant was not entitled to a
claim because, for examgle, tie contract was not validly terminated.

Reduce value — where thzare is an IRU or QCAT decision that the scope of work was
excessive.

Defects

Removal - where there is an IRU or QCAT decision that the work the subject of the claim was
not, at any time, defective.

Reduce value - where there is an IRU or QCAT decision that:

o the scope of work was excessive
e some, but not all, of the work the subject of the claim was not, at any time, defective.

To clarify, an IRU or QCAT decision that it was not fair to issue a DTR will not justify removal
or reduction of value.
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Subsidence

Removal — where there is an IRU or QCAT decision that the work the subject of the claim was
not, at any time, defective (or subsiding).

Reduce value - where there is an IRU or QCAT decision that the scope of work was
excessive.

3 Claims Processing — Overview

3.1 Allocation and Documentation

The claimant must complete the relevant complaint form t¢ access the Resolution Services
Claims process i.e. a Non-Completion of Construction Work Complaint Form for Non-
completion and Refund of Deposit claims or a Residential end Commercial Construction Work
Complaint Form for Defective Work and Subsicence ciaims. The latter will be managed via the
Disputes process prior to being assessed as a claim.

When submitting the Complaint Form, thie claimant must also provide the minimum mandatory
documents. Once a Complaint Fairm has been submitted, the case will be created and placed
into the relevant allocation queue for State-wide Distribution of Work. The claims cases will
then be allocated in line with the State-wide Distribution of Work Allocation Procedure —
Disputes and Claims, below.

Following State-wide Distribution of work, the relevant supervisors or managers in each team
may choose to undertake an initia! anpraisal of each new case assigned to their team prior to
allocating the case for assessivient, in line with the Case Allocation Procedure — Disputes
and Claims, below.

Alternatively, the Assessirent Officer may take ownership of the case directly from the team’s
Case Queue.

When allocating cases the supervisor/manager would consider the following:

e ensure there is fair distribution of cases amongst the team
e identify any urgent, complex or contentious cases and/or cases involving health and safety
of the occupants which should be prioritised.

When assessing the case, the Assessment Officer (AO) must ensure all areas of the
Complaint Form have been completed, perform various checks of the information provided
and ensure the necessary documents have been provided.

If further information or documents are required to complete an assessment, generally 7 days
is allowed for the claimant to provide them. If at the end of this time, the request has not been
fulfilled, contact should again be made e.g. phone call, email, prior to closing the case on this
basis. The appropriate request and closure letters are available in ActiveDocs.
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State-wide Distribution of Work Allocation Procedure — Disputes and
Claims

Case Allocation Procedure — Disputes and Claims

Requesting Documents Under the QBCC Act 105Q

Requesting documents under 105Q should only be done if absclutely necessary, and
before requesting documents under 105Q, every effort shouic be nhade to obtain the
required documents/information from the claimant and if pcssible, the respondent.

The QBCC Act section 105Q Power to require production of document allows investigators
appointed under section 104B of the QBCC Act to request the procuction of documents. The
QBCC Act provides:

“(1)  An investigator may require a person to make available for inspection by an
investigator, or to produce to the investigator for inspection, at a reasonable

time and place nominated by the investigator, a document relevant to—

(a) a compliance purpose; or

(b) an investigation into whether an individual is an influential person for a
company that holds, or is apolying for, a licence under this Act.

(2) A requirement under subsection (1) is a document production
requirement....”

“compliance purpose nicans any of the following purposes—
(a) ascertaining whetiiei a relevant Act is being complied with;

(b) determiiiing whether building work at or on a place has been, or is being,
properly carried out;

(c) deiermining whether a building product associated with, or proposed to
be associaied with, a building or other structure, or a proposed building
or other structure, for a particular use is a non-conforming building
proauct for that use.”

For Resolution Services officers appointed as investigators the following conditions apply:

o The Investigaicr is appointed to investigate, monitor, and enforce compliance with—

the QBCC Act, or

the Building Act 1975, or

the Building Industry Fairness (Security of Payment) Act 2017, or
the Plumbing and Drainage Act 2002.

O O O O

o The investigator is limited to issuing 105Q Document Production Requirement notices
specifically required in relation to cases administered by the Resolution Services branch
of the QBCC including:

17
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o Notices to Local Government Agencies seeking plans / approvals / records in relation
to building work on a relevant site. When doing so the ActiveDocs template 105Q
Request for Documents is to be used.

o Notices to Building Certifiers seeking plans / approvals / records in relation to building
work on a relevant site

o Notices to relevant contractors seeking plans and contracts in relation to building
work on a relevant site.

NOTE: sending 105Q notices to certifiers and contractors shculd be a last resort
and should only occur after discussion with your supervisaor. in the first instance
these requests should be made informally e.g., via email, verbailly, using the ActiveDocs
template Further Information Required Respondent.

o This appointment limits the holder to issuing the 105Q rotice and receiving the
response. The appointee must escalate any instance of failur= to comply with the 105Q
Document Production Requirement to a Senior Lead or appropriate Manager for the
matter to be assessed and as appropriate referred to a compliance team for further
action such as pursuing an offence under section 105R of the QBCC Act.

. The Investigator is not to exercise Investigator powers under the QBCC Act unless in
possession of an identity card which meets the requiremenis of section 104F of the
QBCC Act.

When issuing a 105Q Notice

° The letter must be generated from ActiveDocs.

° The letter must be physically signed by the authorised officer (Investigator) making the
request.

° The letter must be sent via post.
A copy of the signed letter can be sent via email as an attachment.

Documents Not Written iri English

Where documents not written in £nglish are provided and they are to be relied upon for case
assessment, it is the responsiiility of the claimant to have the documents translated by a
translator accredited by the National Accreditation Authority for Translator and Interpreters
(NAATI).

The claimani must then provide a certified copy of the original and the stamped translation of
the docurnents to thie OQBCC. The claimant should be advised that once we have received the
translated documents, they will also be provided to the other party of the complaint, for
transparency and an opportunity for them to make comment.

To confirm the translator is NAATI accredited, the NAATI website contains an online search
tool to verify credentials. NAATI approved translators will also stamp the translation.
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3.2 Verifying Customer Details and Updating Customer
Records

When first contacting the parties of the complaint, it is important to verify their details and
ensure you are discussing the case with the appropriate person/s.

e The claimant details can be verified against their Customer record in Salesforce and the
information provided on the Complaint Form. If any details require updating, this can be
done in Salesforce by the AO/BI etc. with the verbal notice of sucih deccumented in the
CAFN or Case Comment.

e If you make contact with the respondent, it is essential that vou verify tiheir identity. If they
then advise you of an alternative address, contact numbei zic. their verbai notification of
this change of details is sufficient to provide to Licensing who are then able to update their
Customer Record.

Verification is to be completed against the caller’s individual profile within Salesforce. For a
company, we can only discuss the matter and take alternative contact details from a Director.

Verify the following:

e Full Name - including middle name
e Date of birth
e Email address - including domain name.

If one of the above components are missing trom the profile, or the email is incorrect,
the following can be asked instead:

e Phone number - mobile, business ar home
e Address - postal, business or residentiai.

The Customer Record shouid be updated accordingly and any such information should also
be recorded in the Case Coimiriients in Salesforce and a New Note added to the Notes &
Attachments section in Cusiomer’s Record in Salesforce. Any relevant documents/evidence
should also be saved to the customer record in ECM.

Notes & Attachmenis New Note | Attach File

Mo records to display

If you become aware that the respondent is bankrupt, in external administration or
liquidated, and tieir customer record does not reflect this, information should be recorded in
the Case Comments in Salesforce and a New Note added to the Notes & Attachments
section in Customer’s Record in Salesforce. Any relevant documents should also be saved to
the Customer’s Record in ECM.

An email with this information should then be sent to exclusions@gbcc.qld.gov.au who
are able to update the Customer’s Record with this information.

If you become aware that the respondent is deceased, and their customer record does not
reflect this, information should be recorded in the Case Comments in Salesforce and a New
Note added to the Notes & Attachments section in Customer’s Record in Salesforce. Any
relevant documents should also be saved to the Customer’s Record in ECM.
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An email with this information should then be sent to QBCClLicensing@gbcc.qld.gov.au
who are able to update the Customer’s Record with this information.

Communicating with Our Non-English Speaking Customers

To assist with communicating with our non-English speaking customers, the QBCC has an
account with a company called The Hello Co. a translating and interpreting service. If you
would like to use their services, please refer to the User Guide below and ensure the
Resolution Services Team PIN is used, as Business Units are invoiced individually for the
service.

The Hello Co. User Guide and PIN - Resolution Services
The Hello Co. Languages Guide

The Hello Co. Guide to using our interpretive services

3.3 Data Validation

It is important the correct details are entered in the Salesforce system. In particular, checking
the claimant and respondent's details and the Site Deiaiis are correct.

The following should also be checked:

e The two parties involved in the ciaim are thie same two parties in the contractual
documentation i.e. no “trading as” names, individuals or their company only.

o If the claimant or contractor has an agent, ensure their details are entered in the relevant
agent fields.

e If the contractor is a company that no longer holds an Active licence e.g. cancelled
/suspended, a “free” ASIC seaich should be carried out to establish if the company is in
liquidation etc. and is still registered. ASIC also have a Published notices site where you
can Browse/Search Notices for a company which may assist with determining their status.

e If the individua! licensee is deceased, the participant’s records should be checked for
recovery doccumentaiion regarding estate recovery. If no such documentation is found, the
matter will need to be discussed with Debt Recovery to determine if recovery
corresponcdence should be issued.

3.4 Claim Assessment Reasons for Decision

There is a pro-forma assessment document for each type of claim. This is designed to assist
in undertaking the insurance assessment and to ensure that all relevant policy and legislative
requirements have been considered.

The documents are to be utilised when requesting advice and claim approvals that are above
the officer’s delegation. All documents are available in ActiveDocs.
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3.5 When Direction Not Issued but Claim Accepted

There may be instances under the Dispute process where the Bl has made the decision that it
is not reasonable to issue a direction to the respondent. There could be several factors
contributing to such a decision, which will be detailed in their inspection report.

Even if they decide not to issue a direction, where the items are defective and the work is PIW
the Bl is required to refer the case for claim assessment.

When assessing such a case, if the Bl has identified in their inspection repcrt that the item/s
are defective building work and the respondent is responsible, standard process is to be
followed i.e. if the claim is accepted the standard correspondence is to be issued io the
respondent, as per Section 10.

Where the Bl has deemed the item/s to be defective, but the respondent is not responsible,
the AO is to discuss the matter with their manager, who may seek guidance from Debt
Recovery as to ifiwhat correspondence should be sent to the resporident.

oesn’'t automatically mean that if a

Just because the respondent was not issued a direction, d¢
spondent. That is a matter for Debt

claim is paid, we are unable to seek recovery from the rc
Recovery to determine.

3.6 Non-Completion Claim{verview

A non-completion claim arises when a licensed coniractor fails to complete the work they were
contracted to do. The Scheme will pay for loss arising from their failure to complete the work.

Requirements

The contract must be a fixed price contract (i.e. it must be clear from the contract how much
the work will cost) and the ceniract with the licensed contractor must have ended in one of the
following ways:

e the consumer terminates the contract with the licensed contractor based on the
contractor’s defauit
the licensed cantractor has died

o the licensed contractor is a company and no longer exists (e.g. deregistered)

e the licensed contractor is bankrupt or liquidated and their licence has been cancelled.

Other Considerations

Any potential approval amount by the QBCC will be reduced if the consumer pays for work
which has not yet been carried out (a “prepayment”).

Also, the claim approval will be reduced if the value of the work exceeds the contract price by
more than 30% e.g. where the contract price is $200,000 but the actual value of the work is
$270,000 the claim will be reduced by $70,000. This is known as under-pricing.
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Time Limits

Where work has not stated: the contract must end within 2 years after the day the contract is
entered into and the consumer must make their claim with the QBCC within 3 months after the
date the contract ends.

Where work has started: the contract must end within 2 years after the day works start and
the consumer must make their claim with the QBCC within 3 months after the date the
contract ends.

Extent of Cover

If works have started i.e. physically started on site, the QBCC will pay the diifference between
the amount held under the contract and the actual cost to ccmblete the home up to the
consumer’s maximum entitlement.

If no works have started, the QBCC will provide a refund of the insurable deposit.

There is also provision for rectification of incomplete work which is damaged by fire and storm,
or which is damaged as a consequence of vandalismin te, or theft from, the incomplete works.
However, in order to be eligible for this cover, the noii-conipietion claim must be accepted by
the QBCC and claim for this cover must be made within ‘14 days of the event.

Also, the damage must have happened as a ccnseguence of the work being incomplete.
Further, in relation to vandalism and theft, trie QBCC wiil only pay for loss in excess of $2,500,
and the consumer must report it to the police.

If the claim for non-completion is approved by tiie QBCC, the consumer may have entitiement
to alternative accommodation expenses.

In general, they can claim for acccmmadation expenses incurred from the date the complaint
is lodged until 7 days after the non-compiction claim is approved. The consumer must claim
these accommodation expernses within 28 days of the non-completion claim being approved.

Infrastructure Charaes

If the contract includes items such as Council Infrastructure charges, Strata Titling charges or
the like, that have nct been paid for and obtained, they should be excluded from the contract
to complete. The relevant amount must therefore be deducted from the consumer’s liability
amount and they should be advised they will have to arrange and satisfy these requirements
with the council etc. directly.
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3.7 Defects Claim Overview

The QBCC provides cover for rectification of defects in residential construction work.

What is a Defect

There are two types of defect, structural and non-structural. Structural defects include
movement in the footings of the building, or non-compliance with certain parts of the building
code, or any defect that makes the residence unsafe or uninhabitable.

Other examples include a leaking pool, or water penetration into a residence (e.g. from a

leaking shower or leaking roof). Non-structural defects are cosmetic in nature or not
categorised as a structural defect.

Time Limits

Structural defects are covered for 6 years 6 months from the date of payment of the premium,
and complaints must be lodged within 3 months of noticing the defect.

Non-structural defects are covered if the consumer becormes aware, or ought reasonably to

have become aware of the defect within 6 months aiter the day the work is completed. The
complaint must then be lodged within 7 months of the completion date.

Extent of Cover

The Scheme provides cover for a rezidence and some other buildings on the same site (e.g. a
shed). A residence is a building which is fixed to land and in which a person lives. It includes a
single detached dwelling, a duplex, a unit iri & multi-storey building which is not more than 3
storeys and a manufactured hore.

A residence does not include a keat, caravan, car, tent, trailer, train, or a temporary building
such as a demountable.

The QBCC will pay to rectify defects in the residence or other building on the site. The QBCC
will also pay to rectify defects ic either of these buildings which involve any of the following:

e anything attached to these buildings which requires building or plumbing approval

e anything atiacihed to these buildings and which is not supported by anything else e.g.
awning or handrail

e anything attached to these buildings that is used for water supply, sewerage, drainage or
stormwater

e a verandah or deck attached to these buildings
e stairs or a ramp providing access to these buildings
e work to support these buildings e.g. replacing stumps

e The QBCC will also pay to rectify defects in the erection, construction or installation of a
swimming pool.
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Work Not Covered for Defects

e Fire alarm system, scaffolding, curtains, blinds, internal shutters, carpets, floating floors,
vinyl, earthmoving and excavating, laying asphalt or bitumen, insulation, insect screens.

e Electrical appliances.

e Cubbyhouse, doghouse, shade sail, phone or data cables, water meter, water tank not
used for primary water supply.

e Construction of a slab which does not include construction of a building cn top of it.

e Any other work associated with the primary construction of the residence.

If the claim for defects is accepted, the consumer may be entiled to alternative
accommodation expenses incurred while the rectification work is caitied out. The consumer
can claim this if their home is uninhabitable because the work is defective or will become
uninhabitable while the rectification work is carried out.

Claim for Loss in Value of Built Work

Where it has been determined by the Building Inspector that work is defective, but it is work as
outlined in the QBCC Regulation, Schedule 6, section 15(2) e.g. the defect is not significant
and the work complies with the building code but not with the plans or specifications, for
example, where the ceiling height is 2.9 m but the plans say it should be 3 m, the consumer is
not entitled to claim assistance as per subsection (1) i.e. the reasonable cost of rectification
work. We can however consider the consurner’s possible entitlement as per clause (3), the
loss in value of the built work as a result of the defective work.

In such instances, in order to determine the consumer’s entitlement to a claim for loss in value
of the built work, it is necessary tc engage the services of a property valuer. This will need to
be via the procurement process so you will need to contact Procurement.

The valuer is to provide us their estimate of the value of the property without the defect and
the value with the defect. The difference will then be the consumer’s entitlement which should
be processed as a cash sattiement and a Deed of Settlement signed.

When There is No Claim for Defects

o |f the consumer unreasonably refuses to allow the licensed contractor (who carried out the
defective work) to come back and fix it.

e If under the contract, the contractor still has an obligation to complete the work.
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3.8 Subsidence Claim Overview

The scheme provides protection for subsidence and settlement related defects in residential
construction work that is primary building work.

What is Subsidence

Subsidence or settlement means movement in the foundations of the residential construction
work which adversely affects the structural adequacy or serviceabililty, periorrnance or
functional use of that work.

Time Limits

Cover for subsidence or settlement damage runs for subsidence that becomes evident within
6 years and 6 months from the contract date (or payment of the insurance premium if earlier,
or commencement date of work if no insurance or contract). However, if the work takes more
than 6 months to complete the cover is extended and becomes in effect 6 years from practical
completion or when the work was substantially comiplete.

Extent of Cover

The Scheme provides cover for a residence and some other buildings on the same site (e.g. a
shed). A residence is a building which is fixed io land and in which a person lives. It includes a
single detached dwelling, a duplex, a unit in a mulii-storey building which is not more than 3
storeys and a manufactured homs.

A residence does not include a boat, caravan, car, tent, trailer, train, or a temporary building
such as a demountable.

Exclusions

The QBCC is not liable for the cost of remedying subsidence or settlement damage for
residential construction work ihat is associated building work.

When There is No Ciaim for Subsidence

o |f the consumer unreasonably refuses to allow the licensed contractor (who carried out the
defeciive work) to come back and fix it.

e For a subsequent purchaser, where the subsidence or settlement was, in the opinion of
the QBCC, evident prior to completing the contract to purchase the land.

e Ifin the opinion of the QBCC, the consumer is solely responsible for the subsidence or
settlement.
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3.9 General Exclusions and Limitations

As with any policy of insurance, there are some matters that are excluded from cover, and
there are some limitations on the extent of cover provided under the Scheme.

Building Work Not Covered Under the Scheme

o Backpacker's accommodation, boarding house, caravan park, guest riouse, holiday
accommodation, hostel, hotel, lodging house or motel.

e Prisons or reformatories.

e Hospitals.

¢ An orphanage or children’s home.

e A retirement village.

¢ An educational institution.

e Accommodation for persons with disabilities.

e Commercial or industrial premises.

e Owner-builder work.

e Loading, unloading or transpcriing a buiiding.

e Loading, unloading, transporting or off-site prefabrication of the whole of a building.
e A multiple dwelling of more thari 3 stereys.

e Construction of a carport or shed for a duplex or multiple dwelling over 3 storeys.
e Work involving offices or shops.

e Work for a carpark, urilesg it is for a building containing 2 or more units.

e A pool that is nct used for residential purposes.

e Construction or insiallation of something that is not fixed e.g. a portable spa.

People Not Covered Under the Scheme
e A licensed contractor who builds a residence for himself on his land.

e A developer who engages a licensed contractor to construct 3 or more residences
Note: A subsequent purchaser of either of the above residences can claim e.g. if a
developer builds a block of 6 units, the developer is not covered for completion or defects
but the subsequent purchaser of a unit is covered for defects in their unit.
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A person who is an associate of a licensed contractor cannot claim e.g. the spouse or child
of the licensed contractor or executive officer of a licensed contractor that is a company.

A claim by a mortgagee in possession of the property. As the mortgagee in possession is
not an owner of the property and only has charge over the property, it has no entitlement
to a claim.

Defects Not Covered Under the Scheme

Caused by defective design, however items may be covered if the design was prepared by
an appropriately qualified person e.g. an engineer, architect or building designer.

Caused by deterioration through fair wear and tear.

Caused by failure to undertake maintenance, inspections and treatment of the property.
Caused by aircraft pressure waves.

Caused by earthquake, erosion, flood, landslip.

Caused by accidental damage.

Caused by a defective product.

Caused by the act or omission of anyone other than the licensed contractor, or the
licensed contractor’s subcontractor or invitee.

Caused by a terrorist act.
In electronic data.
In electrical appliances.

Which are covered by anciher policy of insurance.

Actions which may Prevent the Consumer being Eligible for a Claim

RTI1P-0000002290

If they release or inderinify the responsible contractor from liability for their work.
If they refuse tc allow access to the QBCC to assess the claim.

If they were aware of the defect before the works were completed.

If they were aware of the defect before they purchased the property.

If they demolish the work or rectify the defect without the prior written approval of the
QBCC.
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Limitations that Apply to all Claims

e As far as reasonably possible, the QBCC will try to match materials when completing or
rectifying work but will not pay to replace adjoining work to achieve this.

e The QBCC will provide certification for the rectification or completion work carried out
under the Scheme but will not pay the cost of obtaining certificates in relation to the work
carried out by the original licensed contractor.

e The QBCC cover certain work e.g. the construction of a residence, for both defects and

completion claims, however in relation to other work associated with the construction of
the residence e.g. fencing, driveways, the cover is for completion only, not defects

3.10 Maximum Entitlement

In general terms, the following is the maximum amount payabie under the Scheme. Also refer
to the below document for full details.

Works Not Substantially Complete
Non-completion, Defects, Vandalism aind Theit
e $300,000 if optional additional cover is in place.

e $200,000 for standard cover.

e $100,000 per unit for a Duplex.

NOTE: these amounts include alternative accommodation removal and storage costs.

Fire or Storm

e $300,000 if optional additionat cover is in place.
o $200,000 for standaid cover.

e $100,000 per unit for & Duplex.

NOTE: this is sLibiect to the non-completion claim being accepted by the QBCC.

Works Substantially Complete
Defects and Subsidence

e $300,000 if optional additional cover is in place.
$200,000 for standard cover.

NOTE: these amounts include alternative accommodation removal and storage costs.
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Common Property

Each unit has its own maximum entitlement and all unit owners will generally contribute
equally towards the cost of rectification of common property work.

NOTE: The Community Management Statement should be obtained in order to confirm the lot
interest entitlement is an equal split amongst the units. Where it is not, when it comes to
approving the claim, the entitlement to be taken from the individual units (their associated
Child Policy) must be calculated accordingly for the policy transactions to be corrected. Refer
to the Claims Salesforce Processing Guide for instructions on how to perform these manual
adjustments before the approval can be completed.

It is important that with these types of claims, care is taken to confirm tire remaining
entitlements especially if there have been historical claims with anprovals. This also applies to
individual unit owners.

Note: maximum amounts may also apply to common property claims.

Refer to the Claims Salesforce Processing Guide for instructions on how to perform these
manual adjustments before the approval can be completed.

If required, seek guidance through your escalation pathway.

Alternative Accommodation

e $10,000 if optional additional cover is in piace.
e $5,000 for standard cover.

Note: these amounts are subject to the claim being accepted by the QBCC, and if the home is
not habitable.

3.11 Communicatiiig with the Claimant

It is important the clairnant has comfort in knowing we have received their claim and will
assess it as soon as possible. Our customers are going through a difficult time and the events
surrounding each ciairm whiist unique, can cause a lot of stress for them.

When a claim is assigred, where possible, the Assessment Officer should aim to phone the
claimant to intrcduce themselves, provide their contact details and answer any general
questions they may have about the claim process.

The officer can then also send the Case Assignment — Non-Completion — Claimant letter
as a follow up to the phone conversation. Note: this letter is only required for a Non-
Completion case as a Defects case will have followed on from the Disputes process.

Audio Recording Conversations

In Queensland, it is unlawful to record private conversations you are not a part of;, however it
is lawful to record a private conversation that you are a party to. This is regardless of whether
the other party consents to or has knowledge of the recording.
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It is, however, prohibited to use a device which can “intercept” communications “passing over
a telecommunications system”. This means that a recording device should not be attached to
a phone. It is also an offence to “publish” or “distribute” recorded conversations, even where
an individual was a party to the private conversation, except for where an exemption applies,
e.g. where it is only being provided to someone else who was also a part of the conversation,
where there is consent to publish or distribute by the other parties to the conversation, or
where there is a legal basis to do so, such as for use in legal proceedings (including QCAT).

Therefore, parties are lawfully able to audio record conversations they are involved in (such as
a telephone conversation or meeting with a QBCC staff member), however it would be
reasonable to warn parties that such recordings should not be publiskied or distributed without
the consent of QBCC or outside a legal process, otherwise it may be an offence under the
relevant legislation and they should seek their own legal advice about thic, if needed.

3.12 Body Corporate Claims

For a Defective Work or Subsidence claim where the dispute related to a multiple unit
complex, the following applies in relation to the number of Compiaint Forms required.

e One Complaint Form for the common areas of the ccmpiex or any part of the units or
property deemed to be the responsibility of the Body Corporate.

o A Complaint Form for each unit that has internai defects i.e. defects to what is deemed to
be the owner’s private property.

There may be several variations to the number of complaint forms received and from whom
for complaints involving units and body corporaies, so if unsure how to proceed, follow your
escalation pathway in the first instance.

A copy of the Community Management Statement and Survey Plan are also required. To
identify if a complaint item is the responsibility of the Body Corporate or Lot Owner, you will
first need to find out which pian ¢f subdivision the scheme is registered under and what
regulation module applies tc the scheme.

A Survey Plan defines the ot boundaries and the Community Management Statement is
a document that sets out ihe rulas for living in a Body Corporate under a Community Titles
Scheme (CTS) and outlines tihe following:

the regulation module {defines how the building is managed)

the land and its lois that comprise the body corporate

how the property is structured, the features and characteristics of the lot

the purposes for which the lots are used i.e., common property or private use if the land
will be further developed and the management structure.

The maintenance responsibilities of a Body Corporate vary and can be defined in relation to
the type of survey plan they are registered under.

Below are links to information about Body Corporates and Community Title Schemes, the
types of plans, common property and body corporate responsibilities.
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Body Corporates and Community Title Scheme Guidance

Body Corporate Obligations - Maintenance
in Body Corporate and Community Management

NOTE: The Community Management Statement should be obtained in order to confirm the lot
interest entitlement is an equal split amongst the units. Where it is not, when it comes to
approving the claim, the entitlement to be taken from the individual units (their associated
Child Policy) must be calculated accordingly to make sure the policy iransactions are correct.
Refer to the Claims Salesforce Processing Guide section 9.4.1.

3.13 Duplex Non-Completion Claims

A non-completion claim for a Duplex should be processed as a single case in Salesforce, as it
relates to one contract for the construction of a duplex. Where the contract value apportioned
to each unit differs and/or the stage of constructicn reached of each unit is not the same, the
quoted cost to complete each unit will differ, thereiore the claim approval amount for each unit
must be apportioned accordingly and must not exceed $100,000 for each unit.

This will require the quoting contractors to provide a breakdown of their quote for each unit,
and potentially consideration be given to the cantract value and remaining liability amount and
their apportionment between each unit.

Where the policy is correctly created for a Duplex, Salesforce will recognise it is a Duplex and
will indicate the maximum entitleraent amount of $100,000. If the approval amounts for the
units are not to be apportioned evernly, refer to the Claims Salesforce Processing Guide
section 9.4.1.

3.14 Unapproved Building Work

o Approved plans are required for non-completion claims and in some instances defect
claims.

e In most cases the original contractor is responsible for obtaining the approved plans,
however it can be the consumer, the contract will note who is responsible.

e It wouid be rare to not have approved plans because of the involvement of the certifier but
there are cases where approved plans have not been obtained.

Refer to the below Guidance Statement for such situations.

RES-014 — Unapproved Building Works

Where a Policy Exists

There may be circumstances where the QBCC can assist in providing information regarding
existing unapproved building work. This could be as simple as issuing a copy of the Notice of
Cover (policy) for the work and/or issuing a letter to the consumer to provide to the certifier.
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The letter confirms an insurance policy was in place at the appropriate time of construction
which includes Deemed Policies.

The only requirement that needs to be satisfied is either:
e there is a notice of cover (policy) already in place; or

e if there is no notice of cover in place, requirements of s68H for a policy to be in force are
satisfied and we can create a deemed policy.

Any requests for these letters or copies of the Notice of Cover to be issued, should go to
Danielle Petersen in Insurance Services.

3.15 Where No Policy Exists

There are a number of circumstances under which a pclicy, ar cover under the Queensland
Home Warranty Scheme, is deemed to come intn force, even where a premium was not, or
could not be paid.

Assessment and confirmation of whether a deemed policy should be created should only
occur if the work is residential construction work. The assessment should occur before
assessing a claim.

If cover was not taken out, and the circumstances of the case do not establish that a deemed
policy should be created, the matter should not be referred for assessment of a claim.

If it is already being assessed, the claim must be declined.

If cover was not taken out, and the circumstances of the case do establish that a deemed
cover does apply, a request for a deemed policy to be created should be submitted to
Insurance Services, even if the claim will be declined when assessed against the Terms of
Cover.

The only exception to this is if declining a refund of deposit claim —a deemed policy should
not be created hecause there can be no future claims liability where work has not started.

Refer to Guidance Statement — Deemed Policy including Fraudulent Misrepresentation
for full details on ihe circumstances under which a deemed policy may be created, who has
delegatiori ic make the determination, and the process for having the policy created and
processing the premiuin.

Deemed Policy Request

3.16 Verbal Contracts

If there is no written contract, the Verbal Contract Questionnaire should be sent to all parties
involved. The questionnaire is available in ActiveDocs. Based on the response provided, the
AO will then need to determine whether or not there was a contract in existence.
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3.17 Insured Registered for GST Purposes

If a claim is made in the name of a business, entity, trust, or if an ABN or ACN is listed on the
Complaint Form, the Insured should be asked if they are “registered for GST purposes”.

An Assessment Officer must request information or conduct further investigations (such as an
ASIC search) into the normal business operations of the Insured, if it is suspected they would
be registered for GST purposes.

This means that for any expenses the Insured incurs, they are able tc ciaim that portion of the
expense that is GST as an input tax credit.

The QBCC cannot offer taxation advice to the Insured, and if queried, the Assessment Officer
should advise the Insured to seek their own expert financial advice.

Our assessment of their claim requires us to deduct the GST compceneiit from any claim
approval, as they are able to then claim an input tax credit (GST reduction or credit) for the
GST costs, paid by themselves or the QBCC for the completion or reciification. This requires
the Assessment Officer to manually reduce the Quote to He approved which will then reduce
the claim approved amount.

Refer to Guidance Statement — Insured Registerad for GST Purposes for full details.

3.18 Claim Approval Above Your Delegation and Reinsurer
Brief

In line with the Delegations Manual <fficers can approve claims up to a certain amount.
Anything above that amount will need to be referred up to the person with the appropriate
delegation. The Salesforce Claims case is designed to refer the approval request to the
appropriately delegated person/s wnen the officer submits the claim for approval.

PRIOR to selecting Submit for Apcroval, in all instances where the claim approval amount is
above the officer’s delegaticn, the ofiicer must first seek approval from their direct line
manager (SL/OTL/RM) by sending them an email containing:

e acompleteri Submission for Approval - available in ActiveDocs
e acompleted Claim Assessment Reasons for Decision - available in ActiveDocs

e acopy of the Service Provider's Tender Report and any other relevant documents e.g.
undernricing report, quotes

e any other documentation that is relevant and helpful under the circumstances.
The manager must then:

e complete the Claim Approval Checklist - available in ActiveDocs

e respond via email to the requesting officer advising of the outcome e.g. Submit for
Approval in Salesforce, further information required
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o if the approval is to proceed and the Salesforce approval request exceeds the manager’s
(SL/OTL/RM) delegation and will go to the person/s with the next delegated approval
amount or above, ensure your direct line manager (Director Regional Services/Manager
Resolution Services Strategic or Operations) are cc’d in the email response.

NOTE: There may be instances where it is necessary to reverse a claim approval. Where a
claim approval amount is being adjusted, the claim should not be reversed until you are ready
to reapprove for the correct amount and ideally the transactions should be processed in the
same day. This process should not be done in the last few days of the month if the
transactions cannot be processed in the same day. When we reverse a claim we give money
back to reinsurers, when we approve, we get money from them, and it is imipoitant that
corrections occur within the same month.

Refer to the Claims Salesforce Processing Guide for more information.

Reinsurer Brief

A reinsurer brief is required for all claims exceeding $200,00C e.g. multiple units, Body
Corporates, or other large value losses exceeding $200,000 totai, for example builder
insolvency.

The brief is provided to our reinsurers, via Insurance Services and should include very high-
level information only i.e. a high-level background of the ciaim, how it came to be, where it is
at in the process, anticipated cost, and anticivated approval date.

The below Reinsurer Brief Template is to be fully completed by the Assessment Officer, with
the exception of the Risk Exposure field, which will be completed by Insurance Services.

If assistance is required completing the template, escalate to your supervisor who can then
assist.

The completed template is to be sent o your reporting line manager for initial review, and
upon endorsement is then to be sent via email to the Underwriting Manager, Insurance
Services. Insurance Services will finalise the brief and will then seek monthly updates from the
Assessment Officer.

Reinsurer Brief Template

3.19 . Declininga Claim

It is important the Claim Assessment Reasons for Decision template adequately details the
reasons for declining the claim and references the relevant policy clause and/or legislation.
The decision to decline a claim is reviewable and therefore it is vital the assessment and
reasoning are thorough and clear.

When a claim is to be declined, this decision should be communicated to the claimant via
telephone and also in writing. If the reasons for the decision are clearly communicated to the
claimant they are more likely to understand the reasons for the decision and potentially not
review the decision.
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3.20 Claimant Withdraws the Claim

If for some reason, at any stage of the claim the claimant chooses to withdraw their claim,
written confirmation of such must be obtained from them. Depending on the stage of the claim,
it may be necessary to reverse approvals, rescind the SOW, advise the Service Provider etc.

If the respondent has also been contacted e.g. Notice of Potential Debt letter has been sent, it
is advisable that all parties are advised in writing that the claimant has withdrawn the claim
and the case is closed. This can be via email or a simple letter. If such an instance occurs and
guidance is required on how to action, please discuss with your manager.

3.21 Reviewable Decisions

The decision to disallow a claim wholly or in part, the decision that a contract has been validly
terminated and the decision about the scope of works to e undertaken are all reviewable
decisions under Section 86 of the Queensland Building and Construction Commission Act
1991.

The claimant and contractor have the right to review these decisions via the QBCC’s Internal
Review process or at the Queensland Civil and Administraiive Tribunal. In such instances the
decision maker and their manager will be advised.

Under Section 158 of the Queensland Civii and Adaministrative Tribunal Act 2009, a person
who may apply to the tribunal for a review of a reviewable decision may ask the decision-
maker of the reviewable decision to give the perscii a written statement of the reasons for that
decision.

If this occurs, the QBCC officer (decision-miaker) should submit a Request for Legal Advice,
available in ActiveDocs or on Trevar. A QBCC legal officer will then assist with drafting a
written statement of reasons and enclosiing all relevant documentation.

When completing the Request foi Legai Advice, please ensure it contains links to the
documents you consider reievant to the decision to ensure there are no delays in completing
the request. The written siaterneni of reasons for the decision must be provided within a
reasonable period of nct mcre than 28 days after the request is made.

3.22 'YWhen the Contractor Reviews the Direction

Should the contractor choose to review the Direction to Rectify and the complaint items are
insurable work, a claims case will be created for a claim assessment.

The claim is not to be put on hold pending the review. The claim should be assessed as usual
however should not be approved until the original Direction period has lapsed.

If the review’s decision requires a new direction to be issued, the claim should not be
approved until the new Direction has expired.

If the contractor reviews the Direction and the work is found not to have been defective, i.e.
the Direction should not have been issued, the debt will not be recovered.
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3.23 When a Contractor Reviews the Scope of Works

There may be situations where the QBCC has progressed to approving a claim whilst the
contractor is reviewing the Scope of Works. If the review results in a change to the Scope of
Works or even the claimant’s right to a claim at all, the QBCC can reverse the approval, if a
contract for the work has not yet been signed.

In such instances, the claimant must be advised immediately of the effect of the review
decision, as should the Service Provider so they can instruct the tendering builder not to
provide a contract to the claimant. This also applies for the review of s Variation Scope of
Works.

3.24 Consideration of Further Documents-or information
Provided

It is imperative that all primary decision makers consicei aii evidence both prior and post
decision-making. Once a decision has been reached basezd on evidence to hand, should
further documentation/information be provided by either party this must be reviewed and
determined if it alters or supports the original decision.

If the decision maker believes the informatiorn is credile for a decision (significant or averse to
both parties), the parties must be given the coportunity to answer to that. Where relevant, this
information should also be vetted against the aifecied party to validate or not e.g. issues with
site access.

NOTE: Once an application for review is lodged with IRU or QCAT, you cannot change your
decision.

Where evidence being relied on in the decision-making process was commissioned by the
QBCC e.g. engineer report, QS renart 2ic. both parties can be provided a copy. Where the
evidence has been providea by another party e.g. the Service Provider provides the QBCC
with tender documents, oniy the relevant details can be provided (rather than the entire
document) without the corsent af the party who provided the evidence. Permission to share
the evidence can be sought from the providing party but if they do not consent, the other party
must apply through RTi.

»

3.25 Settiement of Claims including Cash Settlements

Background

The Scheme exists not only to compensate consumers who have suffered a loss, but also to
address broader public concerns regarding the quality of housing. The purpose of the QBCC
is to provide peace of mind, not just to a particular consumer but to Queenslanders.

The Scheme doesn't just exist to compensate particular consumers for their loss, it also has a
broader role in society of ensuring homes are completed and free of defects. This is one of the
reasons why home warranty is mandatory in most jurisdictions.
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The QBCC'’s policy position regarding settlement of claims was endorsed by the Insurance
and Risk Committee on 19 November 2014 and approved by the Board on 21 November
2014. It has also been the subject of numerous briefing notes to the Minister HPW.

How Claims Should Be Settled

The QBCC'’s policy position regarding settlement of claims is that the most appropriate way to
settle claims is to pay an appropriately licensed contractor, appointed by the QBCC following a
tender process, to complete or rectify the works.

Typically, the appointed contractor is the lowest tenderer, and by awarding the warks to that
contractor the QBCC is rewarding the contractor for providing the rmost competitive quote and
promoting competition amongst the panel of tendering contractois

By settling claims by appointment of a contractor, the QBCC is able to ensure, as far as
reasonably possible, that all residential construction work is cormuleted and free of defects.

Most claimants want nothing more than for the QBCC to get a contractor to fix and finish
works. Some however prefer the QBCC to pay them the claim amount, so they can choose
what to do with the claim money.

Experience has shown the QBCC that peace of mind is not achieved by cash settling
claimants. We have seen occasions where claimants have used the money to mask the
defects and sell the property to an unsuspecting purchaser. in others we have had claimants
use the money to do different work and not fix the defects the subject of the claim.

In an extreme case after receiving a cash setilement of the full amount of the claim, the
claimant sold the property assuring the purchaser the defects would be fixed as a claim under
the Queensland Home Warranty Scheme (shiowing them some of the claim paperwork).

Post settlement of the sale the clainzni asked for the work to be done and the QBCC had no
option but to decline the claim under clause 7.2 as the defect was evident at the time of
purchase.

Why QBCC Typically Reguire the Claimant to Use the Appointed Contractor

Tenders are called from a panei of contractors managed by our Service Providers. Where a
panel contractor is appcinted to perform the rectification or completion work the Service
Provider will manage that weik io ensure the scope is carried out to a satisfactory standard.

Panel contractois are required to meet certain requirements for inclusion on the panel,
including:

e has rot been issued with a Direction to Rectify (Directions more than 5 years old not
displayed on the public register are permitted)

e is not, and never has been banned for tier 1 defective work, disqualified for demerit
offences or excluded. Note: this does not apply to a panel member who has been
categorised as a permitted individual for the relevant event

e the number of any complaints to the QBCC regarding the contractor must be less than 5%
of contract notifications for that contractor. This is assessed based on complaints where
the contractor was found responsible, even if no direction was issued, for the previous 5
years.

Either the Service Provider or the QBCC can remove contractors from the panel where the
conduct of the contractor is deemed unsatisfactory.
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This includes unprofessional conduct, poor quality work, excessive prices, and claiming
inappropriate variations e.g. work included in the scope.

Where a panel contractor is used, the Service Provider manages the rectification or
completion works and both the QBCC and the Service Provider hold the successful panel
builder accountable for the work performed. The control which the Service Provider and the
QBCC have over panel members is considered vital to holding contractors accountable.

For this reason, and to promote competition, the general policy is that the lowest tenderer from
the approved panel is awarded the job and is required to be used by the claimant for the
completion or rectification works.

Experience has also shown peace of mind is not achieved by letting claimants decide who
should fix defects. We have had claims where the defect was not fixed ana instead some
other work was done.

When a Cash Settlement is Appropriate

The QBCC recognises that there are some cases where it is appropriate to cash settle the
claim amount directly to the claimant. Such situations include:

where the cost of rectification exceeds the maximurin amount of compensation available

o where the approved amount is not sufficient toc combpiete or rectify the works, and the
claimant is unable or unwilling to fund the iiability amount or provide additional funding
required for completion or rectification

e where the rectification work was compieted and paid for by the claimant with the QBCC'’s
prior written approval

e where the claim is quantified on the basis of loss in value

e for other approved amounts, not directly related to the rectification work e.g. refund of
deposit or compensation for aiternate accommodation and storage costs

e where there are missiiig certificaies impeding the claimant from obtaining a Form 21 and
the claimant’s bank/lender wili not provide a written guarantee that they will release the
final payment in the ahsence of a Form 21. In the interest of safeguarding the panel
builders, we should cash setile these claims

e where there are good reasons for allowing the claimant to use their preferred contractor,
rather than the appointed contractor, for example where:

o tkhe claimant is rermitted to call their own tenders and the lowest tender which is used

to quantity the claim is obtained by them. In such cases the Service Provider will not
be required to manage the completion or rectification works

o where the claimant has obtained their own prices from appropriately licensed
contractors, with or without the QBCC’s permission and there is a shortfall and the
claimant has obtained cheaper tenders than those obtained by the QBCC which allows
them to have more work done for the claim amount. In all cases the claimant will be
required to follow the QBCC approved scope of works for structural defects, and where
there are concerns that they will not, it is appropriate to have these works done by a
panel builder and the balance cash settled. The Service Provider will not be required to
manage the completion or rectification works done by a contractor who is not a
member of the panel

38
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o where the claimant is in a remote location and a local contractor not on the Service
Provider’s panel is used. In such cases the Service Provider will not be required to
manage the completion or rectification works.

Owner Builder

In the rare circumstance an owner proposes to complete or rectify works through an Owner
Builder Permit and cash settlement, it is reasonable given the QBCC'’s policy position to
clearly advise that the QBCC cannot endorse this and to reiterate the palicy position, that the
most appropriate way to settle claims is to pay an appropriately licensed ceniractor, appointed
by the QBCC following a tender process, to complete or rectify the waorks.

Any verbal conversations should be followed up in writing clear!y outlining the QBCC’s
position. It is open to owners to make a written submission reguesting the QECC consider
their proposal and owners should be guided to include detailed reasons for the request in their
proposal. It is reasonable for you to explain to a claimant that they can make a written request
of this nature where they are not accepting of QBCC'’s policy position.

Upon receipt of a written request, you should follow the prccess for requesting a cash
settlement as only delegated persons may exercise discretion to approve or decline cash
settlement of a claim.

Approval of a Cash Settlement

There is discretion under the QBCC Regulation {0 approve cash settlement of a claim and
only the below persons are delegated to do so and may exercise that discretion.

Commissioner

Director Resolution Services arid Strategy
Manager Resolution Services (Sirategic)
Manager Resolution Services (Operaticons)
Director Insurance Services

Underwriting Manager

Insurance Manager

Director Regional Seivices.

Deed of Settlement and Release

In most cases wiere cash settlement is approved it will be subject to the claimant signing a
Deed of Settierment and Release whereby the claimant agrees:

e to use thie rnoney to appoint an appropriately licensed contractor to complete or rectify

e toinform prospective purchasers of the claim for at least the remaining period of cover
under the policy. This is to ensure that any buyers of the property make an informed
choice. Note: prospective purchasers are entitled to obtain an insurance information
statement (insurance search) to tell them about claims under the Queensland Home
Warranty Scheme. The prospective purchaser is entitled to this information, but the Deed
requires the claimant to proactively inform the purchaser

e that the claim is fully settled by the cash payment. The claimant will not be able to make
further claims in respect of the incomplete or defective work including, for example, where
in the course of undertaking rectification work it is discovered the extent of the damage is
greater than originally thought
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e any other terms which are appropriate depending on the circumstances of the claim.

NOTE: Deeds of Settlement and Release templates are available in ActiveDocs. When
creating the document, numerous fields will auto populate from the case, but the Insured
details must be manually entered in the template Wizard. If there is more than one landowner
(can be verified through RP Data) all names must be entered in this field. Further, if the
Insured is a company the ACN or ABN must also be stated.

Deeds are not required for cash settlements related to loss in value, compensation for
alternate accommodation and storage costs.

Other Terms Appropriate for Inclusion in the Deed of Settlement and Release

Where there are defects, a common term added for inclusicn in Section 2 of the Deed (for
Schedule 6 claims) is to require the claimant/s to submit a copy ¢f the sigried contract and
confirmation the QHWS premium has been secured (refer (c) and {d) wording below). This is
not a ‘standard’ deed, and this wording must be manually inserted into the Activedocs
template. If these additional terms are required, the delegated approver will provide
instructions to add them. Settlement of the claim should inot be released to the claimant until
the Insured’s obligations under 2.1 (a), (c) and (d) are fully satisfied by QBCC.

Obligations of the Insured

2.1 The Insured will:

(a) nominate in writing the bank account inic which the Commission will pay the
Approved Amount.

(b) enter into a contract witih one or more appropriately licensed contractors for the
performance of the Works.

(c) provide a copy of the fully exectiizd contract to the Commission.

(d) provide a copy of the O3CC Home Warranty Insurance taken out by the contractor
for the Works to the; Commission.

(e) notify all prospeciive purchasers of the Property of:
(i)  the Clairn; and

(ii)  the contents of this Deed.

2.2 The Commission will pay the Approved Amount to the Insured by way of direct
hark transfer within ten (10) Business Days of receipt of the nomination referred to
in clause 2.1(a), (c) and (d).

Process for Requesting a Cash Settlement

Should it be established that a cash settlement is appropriate, approval must be sought from
the appropriately delegated person. In Resolution Services, this will be the Resolution
Services Manager for your escalation pathway in the first instance, and for the Regions this
will be the Director Regions.
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An email should be sent to your direct line manager to review the cash settlement request who
will check all supporting information and evidence have been provided. In Resolution
Services, your direct line manager is your Senior Lead based on escalation pathways in the
first instance, and for the Regions your direct line manager is your Regional Manager.

Your direct line manager will then forward the request, along with their considered
recommendations, to the delegated approver.

The submission should include the following:

e summary of the reasons why a cash settlement is or is not appropriate
e Claim Assessment Reasons for Decision template

e Service Provider’s tender report and any other relevant reports e.g., under-pricing report,
quotes

e claim approval correspondence to the claimant
¢ written cash settlement request from the claimant (if applicable)

e any other documentation that is relevant and he!niui under the circumstances.

Getting the Deed Signed and Finalisina the Process

The claimant/s will be required to sign the Deed and return a signed copy to the QBCC. This
can be done in person or via post, email or fax.

The QBCC will then sign the Deed. Only those with delegation as stated above (except the
Underwriting Manager and Insurarice Nianager), can sign the Deed of Settlement and it is
required to simultaneously have a Justice of ihe Peace sign as a witness. Ensure the
signature page is stamped with the Commcn Seal, found in the Legal Services area, and that
it is recorded in the “Legal Commor Seal Register” also found in Legal Services.

Once the Deed has been executed, a copy of the executed Deed is provided to the claimant
and any other parties to the Deac. A copy must also be saved to ECM and the original
document is to go to Records.
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3.26 Seeking Advice from Resolution Services

If it is necessary to seek general procedural advice in the course of actioning a case, the
below diagram depicts the process to be followed. Please note that when the request is
coming from a Regional staff member or a Building and Technical Inspectorate staff member,
the relevant Directors and/or Managers should also be included in the request, as per the

diagram.
Yes Can this be solved by
referring to the Procedures <‘
Manuals or Processing
l Guides?
Problem solved \ ¢ STEP1
| No I > Consvit SAO/PRO/OTL | [ Problem solved? ]—>
sal
‘ STEP 2
[Y_}_[ AT solved? Consult SL or relevant [
Manager
>
|{ STEP 3 CC Director Regions and
- ROM or Director B&T
@_—_’ SL .o r Manager to send Inspectorate, where
N email to | " relevant
( Y
STEP 4
CPI review and
respond
Y
STEP 5
Provides growth Builds teams’
for staff Managers to ensure lessons knowledge
learnt shared within Teams

Continuous
Improvement
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3.27 Seeking Complex Case Management Advice or
Complex Case Transfer to Resolution Services

@

Technical

If it is necessary to seek complex case management advice or tc iequest the re-allocation of a
highly complex case in the course of actioning a matter, the process below is to be followed:

1.  Regional Managers, Managers of the Building and Technica! Inspectorate or Senior Leads can
refer a matter to the Managers Service Quality for complex case advice and ongoing
monitoring or for complex case transfer, where needzd, at
resolutionservicescontactpoint@gbcc.qgld.gov.au

Brisbane Approval Process

Managers
AO / SAO Service

Quality

Regional

. Manager
Pream leeic Service
egiona -
Leader Operations Quality

Manager
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Building and Technical Inspectorate Approval Process

. Manager
Building Bomor Building and Vanagers
Inspector g Technical :
Inspector 5\ Quality

@te/

2.  The relevant Regional Manager, Manager of the Building anc Technical Inspectorate or Senior
Lead should email the Managers Service Quality inbex at
resolutionservicescontactpoint@gbcc.qld.gov.au with the following minimal level of information
as a part of the referral.

° Case type, name and number
The nature of the complexity identified / reason icr referral for advice or case transfer (i.e.
behavioural, procedural, technical, legal or other compiexities)

° Whether complex case advice or a case fiansfer is being sought

° A brief summary of the relevant background and any proposed strategies to manage the
complexity and/or progress the case

° Advice about whether the matter is urgent cr any deadlines / timeframes for a response to be
provided; and

° Attach any relevant documents.

Please note that, if needed, there is a Request for Complex Case Management Advice or Complex
Case Referral Form in ActiveDocs ihat can be used to assist with the referral of a relevant matter,
however this form is not mandatory.
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Continue to monitor for complexity

Following this, generally, a Manager Service Quality will then set up a meeting and consult
with the referrer, as well as any reievant case officers to ensure understanding of the referral is
accurate before providing any verbal or written advice / response. This approach is designed
to build the capability of staff in dealing with complex cases, ensure that knowledge is shared
and support growth and development for staff at all levels.

Note: Staff are not to communicate io external customers that their case has been referred for
Complex Case Management imonitoring or transfer, as this is an internal referral only.

Complex Case Advice and Nonitoring

If a case is placed under complex case monitoring, following the provision of advice and support to
the referrer and relevant case officers, the case officer should ensure the Managers Service Quality
and their usual iine rnanagement are kept informed and up to date as the matter progresses.

The Managers Seirvice Quality will monitor the case on a monthly basis (or as required) and
schedule chieck-ins with the case manager and their line management, where necessary, to ensure
that the matter is progressing effectively. The Managers Service Quality will undertake a Quality
Assurance role, but can be available to provide ongoing advice and support when the case officers
line management are unable to assist.

The Managers Service Quality have a number of strategies available that may be used, depending
on the circumstances (noting this is not an exhaustive list):

RTI1P-0000002290

assisting with case escalations

coordinating matters between business units

peer reviewing assessments and/or decisions at relevant points in the case
appointing an individual subject matter expert to provide ongoing advice and support.
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However, responsibility for the case and decision-making will remain with the case officer and their
line management.

Complex Case Transfer

If a case is determined to reach the relevant threshold of high complexity, a Manager Service
Quality will consult with the case officer and their line management to determine if the case
needs to be transferred to a more senior staff member, such as a Senior Assessment Officer,
Principal Resolution Officer or Senior Building Inspector. The Managers Service Quality will
liaise with Resolution Services and/or the Building and Technica! Inspectorate management to
identify an appropriate staff member who has capacity to have the case re-allocated to them
for ongoing case management.

Please note that complex case re-allocations will occur sparingiy, and oniy where appropriate
for highly complex matters, to ensure that all staff across the State have the opportunity to
build their capability and develop their knowledge and skills in relation to complex case
management.

Where a case is categorised as complex and not just listec for monitoring, the Managers
Service Quality will take an active role in co-ordinating management of the case, including
where needed, weekly (or as required) co-ordination meetings with all relevant stakeholders.
As highly complex cases often involve multiple: business urits, such as Senior Leaders, the
Building and Technical Inspectorate, Communications and Executive Services Unit, the
Ethics, Standards and Complaints Unit, Lega! Services or other Regulatory Services Units,
any and all relevant staff will be included in the cngeing coordination meetings, as required.

However, responsibility for the case and decision-making will remain with the case officer and
their line management.

Complex Case Reportingcnd Dashboard

Resolution Services has prepared Complex Case Reports and a Dashboard in Salesforce,
which lists all the current cases identified as highly complex or under monitoring. The
Dashboard will he maintaired and updated by the Managers Service Quality and will include
information about which case officers have carriage of each matter, so supervisors and
managers can also monitor and review relevant cases, as necessary.

The Dashboard can be accessed at this link and staff are able to subscribe if they wish: Res
Services Complex Case Monitoring | Salesforce
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4 Claim Assessment — Refund of
Deposit

4.1 Introduction

A Refund of Deposit claim is only applicable where it is determined the works have not
started. The consumer is only entitled to a claim for a refund of deposit if the ceniract has
been properly terminated.

Key Requirements

¢ A contract for the performance of residential construction work must exist. A “Preliminary
Agreement” is generally not considered a contract to perform residential construction work.

e Evidence must be provided to confirm that no wark has started on the site. This may be
the Complaint Form Declaration by the claimani and/cr dated photographs of the site. If
any doubt exists, an inspection of the site may be required.

e The contract must be properly terminated \n accordance with the policy or legislative
requirements.

4.2 Fixed Price

The residential construction wori muist be for a fixed price.
The following types of contracts are not considered fixed price contracts:

e Construction Managz'nent Coniract
e A Cost Plus Contract.

The below link is to the QBCC website page relating to these contract types.

Warning - cost pius and construction management contracts | Queensland Building and
Construction Comimission (gbcc.gld.gov.au)

4.3 Timeframes
There are two key timeframe requirements that must be satisfied.

e The consumer has properly terminated the contract with the contractor within 2 years from
the contract date.

e The consumer makes their claim before the day that is 3 months after the day the contract
ends.

RTIIP-0000002290 Resolution Services - Claims Procedures Manual i 000047



Resolution Services — Claims Procedures Manual

4.4 Works Started

Generally speaking, works are deemed to have started when:

e construction of the permanent footing system of a building comprising residential
construction work is commenced or

¢ in the case of a contract for residential construction work where no footing system is to be
constructed - when change to the existing structure is physically commenced.

Physically starts, does not include starting any of the following:

the preparation of plans or specifications for the performance of the work
design work

administration services

earthmoving or excavating

site work related to the residential construction work.

4.5 When Work Has Started for a Swimming Pool

For a Fibreglass Pool
The QBCC Regulation states that physically staris does not include starting of excavation.
Based on ‘internal’ advice received in late 2020, the QBCC stance however is that the

installation of a fibreglass swimming pool is consicered to have started once excavation work
has commenced on site.

For a Concrete Pool
¢ Once excavation is compieted the next step is to install reinforcing.

e The installation of the reinforcing is commencement of the footing system for the pool.

Therefore, works will commerice when the reinforcing is installed because this is physically
starting the footing system for the pool.

4.6 Termination

Assessment

The Queensland Building and Construction Commission Regulation 2018 sets out the
requirements for when a contract ends:

‘4  When fixed price residential contract ends

(1) A fixed price residential contract ends if—
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(a) the contract is validly terminated on the default of the licensed
conftractor; or

(b) the licensed contractor dies; or

(c) the licensed contractor is a company and the company no longer
exists; or

(d) both of the following apply—

(i) the licensed contractor is bankrupt or insolvent, or takes
advantage of the laws of bankruptcy as a dehbtor under
the Bankruptcy Act 1966 (Cwlth) or a similar law of a foreign
Jurisdiction;
(i)  the licensed contractor’s licence is cancelied.
(2) In this section—

validly terminated, for a fixed price residential coniract, does not
include mutual abandonment of the contract by the parties to the
contract.”

Termination — Insolvency
In order for the above to apply, the contractor must be insoivent and have a cancelled licence.

In circumstances where the contractor is bankrupt or insolvent and their licence is cancelled,
the contract is deemed to be at an end. The consuriner is not required to issue a termination
notice.

Care should be taken using this clause, as there is a clear definition of insolvent. The QBCC
Regulation states:

‘insolvent includes externa! administration (for example, liquidation, receivership or
compromise entered intc with creditors) under the Corporations Act or similar law of a
foreign jurisdiction.”

Termination — Cornimon Law

This type of termination is more complex and it may be necessary to seek a manager’s
advice. Should this be the case, a Request for Advice form should be completed. The
manager may then decide the termination needs to be looked at by the QBCC’s Legal
Department. Ii so, the rnanager will then complete a Request for Legal Advice. Both of these
documenis are available in ActiveDocs. Legal advice generally takes up to 10 business days
depending cn the urgency.

Termination Decision

The QBCC must communicate the decision about the termination with both parties and ensure
review rights are provided.

If it is determined the consumer has properly terminated the contract, the Termination Valid
Letter is issued to the contractor or liquidator. This letter should summarise the key reasons
for the decision and provide review rights.
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If the claim must be declined due to the consumer not properly terminating the contract, a
Declinature Letter must be sent to the claimant detailing the reasons for the decision and
provide review rights. All letters are available in ActiveDocs.

Communicating with the Contractor
7 Day Termination Letter

Correspondence must be sent to the contractor or liquidator (if insolvent) inviting them to
make submissions or provide documents regarding the contract termiination.

This ensures that the QBCC complies with its procedural fairness abligaticns. This applies to
all contractors, including those who are bankrupt or insolvent.

NOTE: Where the contractor is insolvent and their QBCC licence is cancelled, the 7 day
termination notice is NOT to be sent.

The 7 Day Contract Termination Letter is to be sent as soon as it is established the contract
has been terminated (prior to full termination assessment).

4.7 Amount of Payment

The QBCC Act

The QBCC Act, Schedule 1B provides ior domestic building contracts, and defines “deposit”
for a regulated contract, to include ary payment for domestic building work demanded or
received by the building contractlor prior to Ywork commencing on site — this includes any
insurance premium paid under the Schieme.

Section 33(1) sets out the amouint of deposit a contractor is entitled to claim.

e For a contract below $20,000 — 10%.
e For a contract above $20,600 — 5%.
o Contract where thie value of off-site work is more than 50% of the contract price — 20%.

Section 33(3) defines “off-site work” as work performed at a place that is not the place at which
the domestic builaing work is to be finally installed or constructed under the contract.

The QBCC Regulation

The QBCC Regulation, Terms of cover for the statutory insurance scheme, provides the
following:

‘insurable deposit, for a fixed price residential contract means the least of the
following amounts:

(a) the deposit paid by the consumer to the licensed contractor under the contract;
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(b) ifthe insurable value of the off-site work is more than 50% of the contract
price—20% of the contract price;

(c) if the contract price is less than $20,000—10% of the contract price;

(d) if the contract price is $20,000 or more—5% of the contract price.

deposit, for a fixed price residential contract, includes any payment for residential
construction work received by the licensed contractor prior to work under the contract
starting at the place where the work is to be completed under the contract, including,
for example, any insurance premium paid.

off-site work, for a fixed price residential contract, means vsork under the contract
performed at a place that is not the place where the residential construction work is to
be completed under the contract.”

Off-site Work

Both the QBCC Act and the QBCC Regulation provide for payment of a deposit where more
than 50% of the work is carried out off-site.

Under the QBCC Act and the QBCC Regulation, if more than £0% of the work is performed
away from the actual site, then the contractor may charge a deposit payment which is 20% of
the contract amount.

However, the consumer can still only claim back ihe least of all the amounts listed in the
section. If the deposit under the contract is less than 20% of the contract price, then this lesser
amount is all the QBCC can pay to the consumer. \While the legislation allows the contractor to
require payment of a larger amount as deposit, this does not mean that the claimant will be
compensated for this larger amount.

Check Measure Example

An owner paid $2,680 as a deposit and then paid a further $24,100 as a “check measure”
payment. The check measure payment was listed separately on the progress payments
schedule in the contract.

The total amount paid by the owner under the contract, and prior to works commencing on site
was $26,780.00.

The check meastire payment is included in the definition of deposit in the QBCC Act as itis a
paymerit received by ine contractor prior to work commencing on site.

The QBCC Regulation definition of deposit would also include the check measure amount.
However, the QBCC Regulation makes it clear that the only amount the QBCC can refund is
the least of the amounts listed in the definition of insurable deposit. So even if the check
measure amount forms part of the deposit as defined, if the deposit noted as payable under
the contract is less than this, then it is the lesser amount that is payable by the QBCC.

Insurable Deposit
If the insurable deposit is less than the deposit as defined in the QBCC Act Schedule 1B, then

the amount that must be refunded is the least of the amounts noted in the QBCC Regulation,
despite what Schedule 1B may provide for domestic building contracts.

RTIIP-0000002290 Resolution Services - Claims Procedures Manual >t 000051



Resolution Services — Claims Procedures Manual

Conclusion

e If more than 50% of the work is done offsite, the contractor can charge 20% deposit under
Schedule 1B of the QBCC Act.

o Where a deposit is paid and a separate payment is made for check measure the amount
to be refunded to the consumer under the QBCC Regulation is the deposit payable under
the contract, providing this is the lowest amount on the list. It does not include the check
measure amount where this is listed separately as a payment under the contract.

e Of the amounts listed in the QBCC Regulation, if one of these amounts is less than the
deposit provided for in Schedule 1B, then it is the lesser amourit that must be refunded.

4.8 Documents Required

At a minimum, the following documents are required from e claimant in order to assess their
refund of deposit claim:

e Non-Completion Complaint Form
e no works started statement/evidence
e termination documentation

e poof of payment

copy of the contract including the general conditions.

If the required documents have not been provided, or further information or documents are
required to complete an assessrient, generally 7 days is allowed for the claimant to provide
them.

If at the end of this time, the request has not been fulfilled, contact should again be made e.g.
phone call, email, prior to closing the case on this basis. The appropriate request and closure
letters are available in ActiveDous.

4.9 Entitlement Exhausted

Once the claim nas been approved, the consumer reimbursed, and the case finalised, the
Policy status will automatically be updated to Entitlement Exhausted so it is clear it cannot be
accessed in any subsequent claim relevant to that particular site.
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5 Claim Assessment — Non-
Completion

5.1 Introduction

During the course of a contract, the Queensland Home Warranty Scheme may assist a
consumer if:

e the contractor becomes bankrupt or goes into liquidation

e the contractor fails to complete the contracted works for reasens that are not the
consumer’s fault.

These types of claims are called non-completion claims wiich means:

e where no works have started, the QBCC may reimbtirse the deposit paid under the
contract

e where work has started, the QBCC may cover the difference between the consumer’s
liability amount and the cost of the completion of thie works to a maximum liability of
$200,000.00 or $300,000.00 if additionai cover has been purchased. Note: for a duplex
$100,000 is the maximum per unit

e defects identified prior to practical completion, alternative accommodation and vandalism
and forcible removal are included in the pre-practical completion entitlement.

5.2 Fixed Price

The residential constriiction work rnust be for a fixed price.

The following types of contracts are not considered fixed price contracts:

e  Construction Management Contract

e A Ccst Plus Contract.

The below link is to the QBCC website page relating to these contract types.

Warning - cost plus and construction management contracts | Queensland Building and
Construction Commission (gbcc.qld.gov.au)
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5.3 Time frames

There are two key timeframe requirements that must be satisfied.

e The contract with the contractor within 2 years after the day the work starts under the
contract.

e The consumer makes their claim before the day that is 3 months afier the day the contract
ends.

5.4 Residential Construction Work — Primary Insurable
Work

Section 67WC of the QBCC Act sets out what is primary insurable work and section 67WD
what is associated insurable work.

"67WC Meaning of primary insurable woik

(1) Primary insurable vicrk is any of the following building work if
carried out by a licerised coniractor and the insurable value of the
work is more than the regulated amount—

(a) the erecticn ar construction of a residence or related roofed
building;

(b) building work within the building envelope of a residence or
related roofead building;

(c) building woi for anything attached or connected to a residence
or relateo roofed building that requires building development
approvai under the Building Act 1975 or a permit under
the Plumbing and Drainage Act 2018;

(d) the erection, construction or installation of a swimming pool
within the meaning of the Building Act 1975, schedule 2;

(e) other building work prescribed by regulation.

(2) However, the following is not primary insurable work, but may be
associated insurable work—

(a) fencing;
(b) landscaping;
(c) electrical work under the Electrical Safety Act 2002;

(d) installation, renovation, repair or replacement of any of the
following—

(i) air conditioning,

(ii) driveways or paths;
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(i) units for heating water regardless of the source of energy for
heating, and including units for heating swimming pools;

(iv) refrigeration;

(v) roller shades and shutter screens;

(vi) security doors and grills;

(vii) solar power units and associated elecirical components;

(viii) water tanks that are not part of a primary water supply for a
residence or related roofed building;

(e) other work prescribed by regulatior.
(3) In this section—

building envelope, for a residence or reiated roofed building, means
the outermost sides of the aggregeation of the components of a
building that have the primary functicn of separating the internal part
of the residence or related roofec buiiding from the external
environment.

Example of a building envelope—
the slab and footings system, an external wall and a roof

regulated amount means $3,30C or the higher amount, if any, prescribed
by a regulation.

67WD Meaning of associated insurablz work

(1) Associated insurable work is any additional work that may be
contracted to be ceiried out under a contract for primary insurable
work if-—

(a) for primary insurable work relating to a residence—the work is
carried out on the site of the residence or proposed residence
ana is for residential purposes; or

(b) for primary insurable work relating to a related roofed building—
the work is carried out on the site of the building or proposed
building and is for residential purposes.

(2)  To remove any doubt, it is declared that associated insurable work
may include work that is not building work.

Examples for subsection (2)—
electrical work under the Electrical Safety Act 2002, erecting
scaffolding, or earthmoving and excavation work.”
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5.5 Termination

Assessment

The Queensland Building and Construction Commission Regulation 2018 sets out the
requirements for when a contract ends.

“q When fixed price residential contract ends

(1) A fixed price residential contract ends if—

(a) the contract is validly terminated on the derault of the licensed
conftractor; or

(b) the licensed contractor dies; or

(c) the licensed contractor is a company and itic company no longer
exists; or

(d) both of the following apply—

(i) the licensed contractor is bankrupt or insolvent, or takes
advantage of the iaws of hankrupicy as a debtor under
the Bankruptcy Act 1566 (Cw!th) or a similar law of a foreign
Jurisdiction;
(i)  the licensed contractor’s licence is cancelled.

(2) In this section—

validly terminated, for a fixed price residential contract, does not
include muiuva! abandonmeint of the contract by the parties to the
contract.”

Termination — Insolvency

In order for the above to 2pniy, the contractor must be insolvent and have a cancelled licence.
In circumstances where the contractor is bankrupt or insolvent and their licence is cancelled,
the contract is deemed to be at an end. The consumer is not required to issue a termination
notice.

Do be careful usiiig this clause, as there is a clear definition for insolvent. The definition for
insolvent is set out under the QBCC Regulation:

‘insolvent inciudes external administration (for example, liquidation, receivership or
compromise entered into with creditors) under the Corporations Act or similar law f a
foreign jurisdiction.”

Termination — Common Law

This type of termination is more complex and it may be necessary to seek a manager’s
advice. Should this be the case, a Request for Advice form should be completed. The
manager may then decide the termination needs to be looked at by the QBCC’s Legal
Department. If so, the manager will then complete a Request for Legal Advice. Both of these
documents are available in ActiveDocs.
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Legal advice generally takes up to 20 business days depending on the urgency.

Termination Decision

The QBCC must communicate the decision about the termination with both parties and ensure
review rights are provided.

If it is determined the consumer has properly terminated the contract, the Termination Valid
letter is issued to the contractor or liquidator. This letter should summarise the key reasons for
the decision and provide review rights.

If the claim must be declined due to the consumer not properly terminating the contract, a
Declinature letter must be sent to the claimant detailing the reasons for the decision and
provide review rights. All letters are available in ActiveDocs.

Communicating with the Contractor
7 Day Termination Letter

Correspondence must be sent to the contractor or liquidater (if insolvent) inviting them to
make submissions or provide documents regarding the coniract termination.

This ensures that the QBCC complies with its procedural fairness obligations. This applies to
all contractors, including those who are bankiupt or insolvent.

NOTE: Where the contractor is irsclvent and tixeir QBCC licence is cancelled, the 7 day
termination notice is NOT to be sent.

The 7 Day Contract Terminatici Laiter is io be sent as soon as it is established the contract
has been terminated (prior to full termination assessment).

5.6 Duplex Non-Completion Claims

A non-completicn claim for a Duplex should be processed as a single case in Salesforce, as it
relates to one ccntract for the construction of a duplex. Where the contract value apportioned
to each unit differs andicr the stage of construction reached of each unit is not the same, the
quoted cost to compiete each unit will differ, therefore the claim approval amount for each unit

must be apvortioned accordingly and must not exceed $100,000 for each unit.

This will require the quoting contractors to provide a breakdown of their quote for each unit,
and potentially consideration be given to the contract value and remaining liability amount and
their apportionment between each unit.

Where the policy is correctly created for a Duplex, Salesforce will recognise it is a Duplex and
will indicate the maximum entitlement amount of $100,000.

If the approval amounts for the units are not to be apportioned evenly, refer to the Claims
Salesforce Processing Guide section 9.4.1.
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5.7 Evidence of Payment and Calculating Liability
Amount

Payments made against the original contract payment schedule must be reconciled to
determine the consumer’s liability amount. The Non-Completion — Payment Reconciliation
spreadsheet should be used to calculate the liability amount.

The term liability amount is defined in the QBCC Regulation Schedule 6, Section 2
Definitions as follows:

“liability amount, for a consumer for residential construction woirk—

(a) means the amount of the consumer’s remaining liability under—

(i) if the contract for carrying out the work has ended—the contract
immediately before the contract ended; or

(i) otherwise—the contract for carrying out the work; but

(b) does not include—

(i) any amount for liquidated damages or damages for delay that the
consumer may be entitled to set-off against the remaining liability; or

(ii) an amount for which the licensed contractor who carried out the work
has waived payment for vaiuable consideration, or is liable to the
consumer in relation to the contract.”

Liability amount in relation to a neini-completion claim is therefore the amount of the
consumer’s remaining liability under the contract (the amount the consumer would have been
required to pay to fulfil their obligations in order to bring the contracted work to completion)
immediately before the contract ends.

The liability amount assessrnernit ctitcome should be communicated to the claimant as soon as
possible. It is very importaiit they understand they must contribute this amount towards the
new contract. Refer to the beiow Guidance Statement for further information.

Guidance Statement — Liability Amount

Infrastiucture Chaiges

If the contract includes items such as Council Infrastructure charges, Strata Titling charges or
the like, that have not been paid for and obtained, they should be excluded from the contract
to complete. The relevant amount must therefore be deducted from the consumer’s liability
amount and they should be advised they will have to arrange and satisfy these requirements
with the council etc. directly.
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Key Points
Payments made for invoiced variations are regarded as payments under the contract.

o Any payments made to subcontractors and suppliers may be considered as payments
under the contract if the claimant has paid these on behalf of the contractor and they
formed part of the contract.

o |f the claimant does not agree with the QBCC’s reconciliation, they sihould be allowed the
opportunity to provide further information which may assist in the calculation.

In order to calculate the consumer’s liability amount and entitlement tc a claim, they must
provide sufficient evidence of all payments made under the contract.

The only acceptable forms of evidence are:

copies of receipts from the contractor

e a statement from the contractor detailing the payments made

e a letter from their Bank or Lending Institution detailing the payments made
e copies of presented cheques

e a Tribunal determination.

Cheque butts are not acceptable as they do nat verity payments actually made, or that there
were sufficient funds to honour the cheque. Additionally, bank account statements are
generally unacceptable as they do not verify ali of the necessary details.

5.8 Prepayment

A prepayment is when the consuimier pays money to the contractor before the payment has
become due in accordance with the contract payment schedule.

Any amount of prepayment is to be deducted from the claim approval and the claimant is to be
advised and given review rights for this decision.

Key Points

e The Service Provider should be requested to investigate prepayments for all non-
completion claims.

e The Service Provider will provide information about prepayment in their Non-Completion
Report including the estimated value of the prepayment. This should be noted in the Claim
Assessment Reasons for Decision template.

e Itis important any prepayment advice is communicated to the claimant prior to approval.
This ensures they understand they will be required to contribute an additional amount,
above their liability amount, and it isn’t a last minute surprise at approval stage.

Guidance Statement — Prepayment
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5.9 Underpricing

Underpricing is where the contract price for the residential construction work is understated
and does not reflect the true value of the work to be performed.

Underpricing must be applied in line with the QBCC Regulation, which states:
“7 Assistance for completion of work

5) The assistance mentioned in subsection (1) or (3) the ccnsumer is entitled
to claim in relation to the residential construction work musi he reduced
by—

(c) if the insurable value of the work exceeds the contract price for the
work by more than 30%—the amount by which the insurable value of
the work exceeds the contract price.”

How this is Determined

e Once the Non-Completion Assessment Repoit is received from the Service Provider, it first
needs to be determined if the value to completz is more than 30% higher than the contract
price.

e All the relevant figures are to be entered irito the Underpricing Calculation spreadsheet
ensuring the defects (where relevant) are ol included in the calculation.

If the calculator identifies underpricing neads to e investigated:

e Please escalate to your Senior Lead/Manager for review who may instruct you to request
an Underpricing Report from the Service Provider.

e the Underpricing Report is then used to make a final decision as to whether underpricing
should be applied and the value.

e The ‘Service Provider Cstimate’ figure required for the calculation spreadsheet is
highlighted in the below exampie (extract from a Service Provider Non-Completion
Assessment Report).
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Estimate of Completion & Under-Pricing Assessment

Based on current building costs, | estimate that the current cost of completing the project, with establishment costs
and associated inclusions to be $643,200.00.

The project was quoted by the Builder in 2020, and | note that building costs have significantly increased since that
time. A building cost increase of 12% (based on a recent quantity survey report) would equate to a reconciled cost
of 5645,113.83, to complete the project (original contract price of $575,994.49 + 12%). Therefore, | believe that the
project was appropriately quoted at the time.

Given the extent of incomplete work noted above (99%), the proportionate cost to complete the project is
estimated to be $570,234.55 based on the contracted amount.

Taking into account second Builder set up and mobilisation costs (30% on cost). the cost of completion could be
realistically projected at $741,304.92.

The Owner has a balance of payment due up to the completion stage of $515,977.76. | estimate a shortfall of
approximately $225,327.16 to the Owner to complete the remaining works.

1. All of the above figures include Builder's Margin and GST.

2. The above figures are based on estimated percentages of incompiete works only for reserving purposes;
this is not a Quantity Surveying estimate. If a more precise figure is required we can engage our Quantity
Surveying Department to undertake this task.

Note: The Underpricing Report (QS Report) excerpt below, will always specify a % tolerance
margin (example below of 10%). The Assessmerit Officer should then always deduct this %
from the Adjusted Total Service Provider Cost Assessment amount, taken from the Total
Estimate Summary in the Underpricing Report.

This amount is then to be reduced from the amount payable.
Special Notes & Considerations & Ailowances:

*  Sedgwick Building Consultanzy divisicn estiimate has been developed in a ‘Trade’ format. We note that our
Preliminaries, Overheads. Profit margins are to an industry standard and are considered fair and
reasonable for the type and size of the project.

*  When utilising this estimate as a comparison or negotiating tool, a degree of variance should be taken into
consideration. Sedgwick Buiiding Consultancy division believes a tolerance margin of within +/- 10% would
be acceptable for a project of this type, size and complexity.

*  Thiz estimated cost should be viewed as a total cost only and not necessarily on an individual item/trade

hasis.

*  Provisional sums and variations are as per original contract.

RTIIP-0000002290 Resolution Services - Claims Procedures Manual o 000061



Resolution Services — Claims Procedures Manual

Estimated Cost

Total Estimate Summary:

*  Below is a summary of the total rectification cost, as estimated by Sedgwick Building Consultancy division.
For a full cost breakdown refer to Appendix A.

Original Contract Builders Price .
Builders Contract date - June 2018 - Builders Margins Included $325,000.00
Sedgwick Building Consultancy Saana

Controcted Building Werks (as at September 2013)
$21,792.19

Adjusted Total Sedgwick Cost Assessment

$599,067.81
{as at Contract date - June 2018)
Total Cost Variance
(Difference between Original Contracted Builders Price and the $274,067.81
Adjusted Total Sedgwick Cost Assessment)
Variance % 54.25%

Guidance Statement — Underpricing

5.10 Documents Reguired

At a minimum, the following documents are required to assess the claim:

Non-Completion Complaint Foim
termination documentation
proof of payment

copy of the contract including the general conditions.

The following documenis will also be required for the Service Provider should the claim be
accepted:

contract specitications

approved plans (must be stamped approved plans)
building approval documents (includes Decision Notice)
copies of certificates for works completed to date
engineering plans may also be required

any additional documents referred to in the contract.

This list is not exhaustive. Each claim is to be treated on a case by case basis.

RTI1P-0000002290
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If the required documents have not been provided, or further information or documents are
required to complete an assessment, generally 7 days is allowed for the claimant to provide
them. If at the end of this time, the request has not been fulfilled, contact should again be
made e.g. phone call, email, prior to closing the case on this basis. The appropriate request
and closure letters are available in ActiveDocs.

CLAIM-021 — Prime Cost and Provisional Sum Items

The following article Building approval associated with non-completion—advice for
consumers is available on the QBCC website.

5.11 Alternative Accommodation, Removai aind Storage
Costs

Where a claim is admitted, the consumer may be covered for alternative accommodation,
removal and storage costs subject to the provisicnis of the Terms of cover. This is alternative
accommodation costs incurred by the consumer as a resuit of the non-completion of the
residential construction work.

The QBCC Regulation states:

“Schedule 6 Terms of cover for statuiory insurance scheme

Subdivision 2 Completion of work

9 Assistance for accomriadation, removal and storage costs
(1) This section appiies ifF—

(a) the commission allows a claim for assistance mentioned in section 7(1)
(the completion claim); and

(b) the resideritial construction work the subject of the completion claim is
for a residence that is—

(i) ~occupied by the consumer or, if the residence is unoccupied,
infended to be occupied by the consumer; and

(i) uninhabitable because the work is incomplete.

(2) In addition to the assistance mentioned in section 7(1), the consumer is
entitled to claim assistance for the accommodation, removal and storage
costs incurred by the consumer during all or part of the claim period for the

completion claim.

(3) However, no assistance can be given to the consumer for the
accommodation, removal and storage costs unless the consumer makes
the claim for the costs within 28 days after the day the claim period for the
completion claim ends.

(4) In this section—

accommodation, removal and storage costs, incurred by a consumer,
means the reasonable costs of the following—

63
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(a) alternative accommodation of the consumer;

(b) removal;

(c) storage.

claim period, for the completion claim, means—

(a) the initial claim period for the completion claim; and

(b) the subsequent claim period for the completion c'aim.

initial claim period, for the completion claim, rneans the pericd—
(a) starting on the latest of the following—

(i) the day the contract for the residential cchstruction work the
subject of the completion claim enas;

(i) the day the consumer makes the completion claim;

(iii) if a day for practical complefion of the work is stated in, or is
decided under, the conitract—that day; and

(b) ending on the earliest of the foliowing—
(i) when the residence is habitable;

(ii) the day the cornsumer for thie work contracts with a licensed
contractor to compiete the work the subject of the completion
claim;

(i) 7 days a&fter the day the consumer is given written notice that the
completion claim has been allowed.

subsequent ciaim period, for the completion claim, means the period—

(a) starting on the day the consumer for the residential construction work
the subject of the completion claim contracts with a licensed contractor
to comiplete the work the subject of the completion claim; and

(t) ending when the residence is habitable.”

Key Points

e The maximum entitiement is $5,000.00 or $10,000.00 if additional cover is purchased,
which is included within the entitlement limit. If the QBCC has approved the maximum
entitlement for a non-completion claim, there is no remaining entitlement to pay for
accommodaticn, removal and storage costs.

e |tis only the consumer’s alternative accommodation that is covered, not the alternative
accommodation of the consumer’s tenants.

e Alternative accommodation for pets is included in this entitlement, provided the pet would
normally reside in the dwelling and the alternative accommodation refuses pets.

Guidance Statement — Accommodation Non-Completion
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Reimbursement

In order to reimburse the consumer, where applicable we require:

e a copy of rental/lease agreement
e a copy of the hotel or apartment invoice/s

e evidence of payment e.g. hotel or rental receipts, bank statements,

Accommodation Calculation Spreadsheet

Technology One Creditor Form

A Technology One creditor ID needs to be created to reimburse the claimant for
accommodation costs. This can be done by completing the New Creditor for Technology
One Form and emailing it to the Finance Payments and Receipting team for processing.

5.12 Scope of Works

The Service Provider is responsible for providing a Scope of Works for non-completion claims.
Standard Scope of Works

In the instance where there are suificient contract documents and only a standard Scope of
Works is requested and provided by the Service Provider, the Assessment Officer should
approve the Scope of Works.

Itemised Scope of Works

In cases where the coniract documents are inadequate, we would request that the Service
Provider arranges an itemised Scope of Works.

Itemised Scope ct Works should be reviewed and approved by the Senior Building Inspector,
Manager cr Buiiding Inspector for the relevant area.

The Assessment Officer is responsible for communicating with the Service Provider in relation
to the approvai of the scope.

5.13 Claim $0 Approval

It is possible for a claim to have an approval amount of $0. This can occur when the
consumer’s liability amount exceeds the amount to be approved under the Scheme. For
example, the consumer may still hold $50,000, not paid under the original contract however,
the cost to complete the works is only $25,000. This would mean the consumer would have a
$25,000 benefit and a $0 claim approval scenario would occur.
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As there is no shortfall to the consumer, there is no amount to be paid under the Scheme. If
this scenario arises, you must escalate this with your Senior Lead/Manager to review the claim
and confirm it is a $0 approval.

If your Senior Lead/Manager confirms it is a $0 claim approval, you must contact the
consumer verbally to explain the next steps of the claim and send the relevant letter in
ActiveDocs. It is critical that you do this given that the QBCC will no longer be involved in the
claim. The consumer may sign a contract with the approved rectifying builder from the Service
Provider’s panel or alternatively, seek to engage their own builder.

You must instruct the Service Provider that the claim is a $0 approval and that the claim will
be closed, and they are to issue their final invoice. Also inform thein that the consumer has
been advised and the contact details of the approved builder have also been provided to the
consumer.

5.14 Cost for Certificates

The completing contractor is responsible for providing certification for any work carried out
under the Scheme, however the QBCC will not pay the cost of obtaining certificates in relation
to the work carried out by the original contractor.

The following article Building approval associated with non-completion—advice for
consumers is available on the QBCC website and contains information regarding certificates.

5.15 Variations After Approval

Variations are changes and/or acditions tc the Scope of Works after the claim has been
approved.

Any variations must be submitied ic the QBCC for review. It is important to ensure the
variation works form part of ihe original contract works. It is also important to check the
remaining entitlement to ensure there are enough funds to cover the variation. Any shortfall
must be paid by the consurner.

Variations submitted by the Service Provider should in the first instance be in the form of a
progress report (with phctos) and a Variation Scope of Works sent to the relevant Assessment
Officer for reviaw. Tne Assessment Officer can approve the variation if is in relation to
incompiete works (i.e. forms part of contract).

If the variation relates to unforeseen defects, further work required etc. then it should be sent
to the relevant Senior Building Inspector, Manager or Building Inspector to review and either
Accept or Reject.

There may be instances where the Service Provider needs to consult with the QBCC prior to
submitting a variation for the purpose of seeking clarification. However, for the most part,
variations should only be submitted to the QBCC via a formal report in the first instance.

NOTE: Where the variation relates to defects identified, refer to 5.14 below. Variations are to
be treated like any other claim approval i.e. with a Scope of Work being approved, sent to the
claimant and original contractor, and an approval to all relevant parties.
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Declining a Variation

If the Senior Building Inspector, Manager or Building Inspector declines a variation, they
should provide their reasoning. This will need to be communicated to the claimant and Service
Provider.

The decision to decline the variation must be put in writing to the claimant and should include
a summary of the reason/s it has been declined and provide review rights. The Service
Provider must also be advised of the declinature. Refer to the Claims Salesforce Processing
Guide section 9.6.

5.16 New Item ldentified After Approvai

Where a claim has been approved for non-completion and curing the course of completing the
work latent defects are identified, the Service Provider shiould firstly contact the Assessment
Officer providing details of the defects identified.

The Assessment Officer should then consult with thie Senior Building Inspector, Manager or
Building Inspector to confirm if the item/s are actua'iy defeciive and form part of the original
contract works.

The Building Inspector may choose to perform their awn inspection to confirm the works are
defective and the responsibility of the origina! cocntractor.

Depending on the status of the respondent i.e. Active, Liquidated etc. consideration should be
given to the appropriate steps to be undertaken to ensure procedural fairness is afforded to all
parties e.g. it may be reasonable to issue a direction if the respondent has an
Active/Cancelled licence.

Refer to Section 8 of the Disputes Saiesforce Processing Guide for steps that may be taken
in such an instance.

5.17 Reversing Claim Approvals
There may be instances where it is necessary to reverse a claim approval.

NOTE: Where a claim approval amount is being adjusted, the claim should not be reversed
until you are ready ic reapprove for the correct amount and ideally the transactions should be
processed in the same day. This process should not be done in the last few days of the month
if the transactions cannot be processed in the same day. When we reverse a claim we give
money back to reinsurers, when we approve, we get money from them, and it is important that

corrections occur within the same month.

Refer to the Claims Salesforce Processing Guide for more information.
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5.18 Vandalism, Forcible Removal, Fire, Storm or Tempest

The Legislation

The Queensland Building and Construction Commission Regulation 2018 (QBCC Regulation),
Schedule 6 Terms of cover provides the following in relation to assistance for a defined event.

RTI1P-0000002290

“defined event means—
(a) vandalism or forcible removal of built work; or
(b) fire, storm or tempest.

fire means a fire or explosion other than the following—-
(a) afire or explosion with no flame;

(b)  afire that has not escaped the normal confines of a cocking, heating or
electrical appliance;

(c) afire or explosion caused by—

(i)  spontaneous fermentation cr heating or a process involving the
application of heat; or

(i) earthquake or subterranean fire; or

(i) riot, civil commotion, war, invasicn, act of foreign enemy, a terrorist act,
hostilities (regardless of whether war is declared), civil war, rebellion,
revolution, insurrecticn or miiitary or usurped power; or

(iv) arson, vandalism or forcible removal of built work or another unlawful
act;

(d) an explosion that resuits in built work being damaged from exposure to water or
another liquid, incluciing, for example, petrol or oil but not including water from a
pipe damaged cy tn= explosion or water used to extinguish a fire.

forcible removal, cf built viork—

(a) means the removai by force of built work that is fixed by a person—

(i) acting witnout the consent of the consumer for the residential
coeristruction work; and
(i wihio is not the invitee of the consumer; but

(b)  does not include the removal of the built work as a result of a terrorist act.

storr does not include the following—

(a) heavy or persistent rain by itself;

(b)  water rising up from the ground, including from natural causes;

(c) anincrease in sea level, including a tsunami or other storm surge.

vandalism, of built work—

(@) means vandalism of the work by a person—

(i) acting without the consent of the consumer for the residential
construction work; and
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(i)

who is not the invitee of the consumer; but

(b)  does not include vandalism of built work as a result of a terrorist act.

Part 2

Subdivision 3

Incomplete residential construction work

Vandalism, forcible removal, fire, storm or tempest

10 Assistance for defined event

(1)

(2)

(3)

(4)

(%)

This section applies if—

(a) the built work the subject of an aiiowad completion claim is
damaged or destroyed as a restilt of a defined event; and

(b) the damage to or destruction of the built work happened—
(i) during the claim period for the allowed completion claim; and
(i) as a consequence of the work being incomplete.

The consumer is entitled {o clairn assistance for the reasonable cost
of work (reinstatement work) riacessary to reinstate the built work
to the same state it was in immediately before the defined event.

The assistance mentioned in subsection (2) must be reduced by the
amount, if any, by which the consumer’s liability amount for the
residential constructiori work the subject of the allowed completion
claim exceeds thie reasoiable cost of completing the work.

However, r:0 assistance can be given to the consumer unless the
consumer makes the claim for the reinstatement work within 14
days aiier the day the damage to or destruction of the built work
would have corne to the attention of the consumer if the consumer
was taking reasonable steps to monitor and protect the built work.

in this seciion—

allowed completion claim means a claim for assistance
mentioned in section 7(1) if the commission—

(aj allows the claim; or

(b) disallows the claim only because either or both of the following
apply—

(i) the maximum amount the commission may pay
under part 4 in relation to the claim has been reached;

(i) the consumer’s liability amount for the residential
construction work the subject of the claim exceeds the
reasonable cost of completing the work.

claim period, for an allowed completion claim, means the period—
(a) starting on the day the claim is made; and

(b) ending on the earliest of the following—
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(i) 6 months after the day the contract for the residential
construction work the subject of the claim ends;

(ii) the day the consumer contracts with a licensed contractor to
complete the residential construction work the subject of the
claim;

(iii) 7 days after the day the consumer is given written notice that
the claim has been allowed or disallowed.”

11 No entitlement to assistance for particular loss

The consumer is not entitled to claim assistance rrienitioned in section 10(2)
for—

(a) damage to or destruction of built work caused gradually as a result of
repeated exposure of the work to fire or smoke; or

(b) residential construction work carried cut using goods or materials not
supplied by the licensed contractor, or the licensed contractor’s agent,
under the contract; or

(c) damage to or destruction of property, other than the built work, as a
result of a defined event, including, for example, damage to or
destruction of a building that exists cn the site of the residential
construction work before the worik starts; or

(d) the cost of removing a tree stump, or any part of a tree that has not
fallen or caused damage to ithe built work; or

(e) building wcri services.
12 Threshold for vandalism or forcible removal

For each occurrence cf vandalism or forcible removal of built work, the
consumer is entitied to claim only the reasonable cost of reinstatement work
mentioned in secticn 10(2) that is more than $2,500.

13 Requirernznt to recort vandalism or forcible removal

Before making a claim for assistance mentioned in section 10(2) relating to
vandalism or forcible removal of built work, the consumer must report the
vandaiisim or forcible removal to the Queensland Police Service.

Note—-See section 65(3) for the evidence that must be included in a notice of claim
in relation to vandalism or forcible removal of built work.”

Summary

Ancillary cover commences when the QBCC receives a claim for non-completion. Claims for
ancillary cover must be lodged with the QBCC within 14 days of the event which caused the
loss (the defined event).

For vandalism and forcible removal, the consumer must make a formal complaint to police
about the defined event and must provide evidence of this to the QBCC when making a claim.
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The ancillary cover ceases on the earliest of the following:

e 6 months from the date of contract termination

e the date the consumer enters into a contract to complete the work

e 7 days after the QBCC’s written approval of the related non-completion claim.

All timeframes are fixed. The QBCC does not have discretion to exter:d the timeframes.

Subject to the applicable maximum entitlement limits, a consumer may make muttiple claims
under these sections relating to the period of ancillary cover.

The QBCC is only liable for a claim for ancillary cover where thie consumer has a valid non-
completion claim.

Generally, the QBCC will not be liable for a claim for ancillary cover if either:

e the QBCC is not liable for a non-completion claim

e the consumer is otherwise not entitled to a non-completion claim where the consumer has
failed to lodge a claim within the prescribed tirmeframe.

The main exception to the above arises where the consuier is otherwise entitled to a non-
completion claim but for the fact that the consumer’s liability amount is sufficient to complete
the work. In this case, the consumer remains ¢ligile for ancillary cover.

As ancillary cover is dependent upon a valia nen-completion claim having been made, any
amount held by the consumer, their liability amount, must first be deducted as part of the
assessment of the non-completion claim. in the instance the liability amount exceeds the cost
to complete the work any remaining liability amount is to be deducted as part of the
assessment of any ancillary cover claim.

Ancillary claims will require a separatc Scope of Works and Schedule for processing in
Salesforce and for vandalism and forcible removal, an excess of $2,500 is payable by the
consumer for each defined event for which loss is claimed. This amount will be automatically
deducted from the claim approval amount when approval is processed in Salesforce.

Liability for a claim for vandaiism or forcible removal is included in the existing maximum for
non-completion. That is, a total maximum of $200,000 or $300,000 (where additional cover is
purchased) ic available for all claims for non-completion and loss arising from vandalism and
forcible removal. Note: for a duplex $100,000 is the maximum per unit.

Liability for a claim for fire, storm or tempest is provided by a separate and additional
$200,000 or $300.000 (where additional cover is purchased). Accordingly, a potential
maximum of $400,000 or $600,000 (where additional cover is purchased) is available for all
claims in the aggregate for a non-completion claim and loss arising from fire, storm or
tempest. Note: for a duplex $100,000 is the maximum per unit.

For assessment purposes, the non-completion claim is to be assessed prior to the
assessment of an ancillary cover claim.
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5.19 Payments
Paying the Completing Contractor

The Service Provider will recommend payment when the relevant stage of the contract works
has been reached. Payment can be made directly to the completing contractor upon receipt of
the following documents:

e payment report

e copy of contract to complete

e copy of the QBCC Insurance Confirmation

e valid invoice - including ABN/ACN, invoice number and invoice date

e any relevant certificates and/or reports as required.

Service Provider Fees

The Service Provider will submit an initial invoice fcr the processing of the claim. They will also
submit invoices during the completion process which are for their management fees. Check
these invoices to ensure they appear correct. including agplying financial penalties for missed
KPls, and process accordingly through Salesiorce.

6 Claim Assessment — Non-
Completion with Defects

6.1 Introduction

In addition to a non-completion claim as outlined in Section 5 above, there may be defects
present in the incomplete works, which may also be covered by the Scheme.

6.2 Defect Items

Any defects identified prior to practical completion are included in the maximum entitlement of
$200,000.00 or $300,000 (where additional cover is purchased). Note: for a duplex $100,000
is the maximum per unit.

The claimant should provide a list of defects as part of their complaint so that these can be
investigated by the Service Provider. This must be provided with the claim documents
uploaded to the Files / Notes section in Salesforce for the Service Provider.
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The Service Provider may also identify new defects when they conduct their site visit to
prepare the Scope of Works.

It is important to ensure the defect items are considered insurable under the policy or QBCC
Regulation. Any defect items to be declined must be notified to the claimant in writing and
review rights provided.

The Service Provider will provide 2 separate Scope of Works where there are defect items.

Defect items will have their own Scope of Works and Schedule. \We require a separate
costing for defect items for this reason, example below.

B . Edit Printable View
b"_‘_

Claims Summary Schedules Scope Of Works Cases Claims Summary History

) schedutes (2) || maw
2 items « Updated a few seconds aga

Schedule Num... ~ | Schedule Type ~ | Scope of Work ~ | Rectifying Builde’ ~ | Claim Approv... v  Claim Approv... v  Authorised
1 | Non-Completion 26/11/2021 Approved
2 Non-Completion - Defects ~ ﬁ 26/11/2021 Approved

’ B
Claims Summar L
'% - Edit Printable Viey

\\ N N

Claims Summary Schedules Scope Of Works Cases Claims Sumrmary History

Scope of Works (2) B New Change Owner
2 items + Updated a few seconds ago
Scope of Work ... “ | Record Type “  Estimated C... v J Scope of Wark Type v  Scope Approval Status v | Schedule v
1 $19,999.00 Nan-Completion Approved
2 £19,539.00 Non-Cornletion with Defects Approved

7 Day Letter to Contractor for Defects

If the contractor has an active, suspended or cancelled licence, they should be sent the 7 Day
Defects Notice for Non-Comp letter along with a Defects Report provided by the Service
Provider. The claimant sihould be contacted verbally or via email and advised this is occurring
and the process that wiiii follow.

Discretion should be exercised in relation to progressing the claim after this letter is issued.
Generally, the cointracter should be allowed 7 days to respond before instructing the Service
Provider to go te tender. It the contractor does not respond the Service Provider can arrange
quotes for the defect iterns also.

If the contractor is willing to rectify the defects, a Dispute case should be created and the Sub
Status changec ioc Awaiting Bl Allocation. A task should then be sent to the Senior Building
Inspector, Manager or OTL requesting the Direction be issued and the case be prioritised as it
is associated with a non-completion claim.

The Service Provider should be instructed to go to tender on the non-completion component
so that the claim is not delayed. Should the contractor not rectify the defects, we can request
that the Service Provider arrange for the defect items.
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6.3 When Non-Completion is Declined but there are
Defects

When a claim has been declined for non-completion e.g. invalid termination, works not
incomplete, and the claimant wishes to continue with a defects only complaint, the following
should occur.

e The claim should be declined in full and the case finalised. The claimant should be notified
verbally and in writing.

o The Assessment Officer will then open a Dispute case. The claimant is not required to
complete a Disputes Complaint Form but will need to provide cvidence of written
notification to the contractor of the items and a list of compiaint items in our required
format.

¢ If at the end of the Disputes process, a claim is to follow, a Defective Work claim will be
created.

6.4 Documents Required
At a minimum, the following documents are required tc assess the claim:
e  Complaint Form (including list of defect items)

termination documentation

proof of payment

copy of the contract including the general conditions.

The following documents wili aisc e required for the Service Provider, should the claim be
accepted:

e contract specifications

e approved plans {must be stamped approved plans)

e building approval documents (includes Decision Notice)

e copies cf certiiicates for works completed to date

e engineering plans may also be required

e any other documents referred to in the contract.

This list is not exhaustive. Each case is to be treated on a case by case basis.

The following article Building approval associated with non-completion—advice for
consumers is available on the QBCC website.
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If the required documents have not been provided, or further information or documents are
required to complete an assessment, generally 7 days is allowed for the claimant to provide
them.

If at the end of this time, the request has not been fulfilled, contact should again be made e.g.
phone call, email, prior to closing the case on this basis. The appropriate request and closure
letters are available in ActiveDocs.

6.5 Alternative Accommodation, Removaland Storage
Costs

Where a claim is admitted, the consumer may be covered for alternative accommodation,
removal and storage costs subject to the provisions of the Terms of cover. This is alternative
accommodation costs incurred by the consumer as a result of the rion-completion of the
residential construction work.

The QBCC Regulation states:

“Schedule 6 Terms of cover for statutory insurance scheme

Subdivision 2 Completion of work

9 Assistance for accommodatior:, remova! and storage costs
(1) This section applies if—

(a) the commission allows a claim for assistance mentioned in section 7(1)
(the completion claim); and

(b) the resideniia! construction work the subject of the completion claim is
for a residence that is—

(i) occupiea by the consumer or, if the residence is unoccupied,
inteiided {o be occupied by the consumer; and

(i) uninhakbitable because the work is incomplete.

—

2) In addiition ic the assistance mentioned in section 7(1), the consumer is
erititied to claim assistance for the accommodation, removal and storage
costs incurred by the consumer during all or part of the claim period for the
compnletion claim.

(3) Hoivever, no assistance can be given to the consumer for the
accommodation, removal and storage costs unless the consumer makes
the claim for the costs within 28 days after the day the claim period for the
completion claim ends.

(4) In this section—

accommodation, removal and storage costs, incurred by a consumer,
means the reasonable costs of the following—

(a) alternative accommodation of the consumer;
(b) removal;

(c) storage.

75
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claim period, for the completion claim, means—

(a) the initial claim period for the completion claim; and

(b) the subsequent claim period for the completion claim.

initial claim period, for the completion claim, means the period—
(a) starting on the latest of the following—

(i) the day the contract for the residential consiruction work the
subject of the completion claim ends;

(i) the day the consumer makes the completion claim;

(iii) if a day for practical completion cf the work is stated in, or is
decided under, the contract—that day; and

(b) ending on the earliest of the following—
(i) when the residence is habitable;

(ii) the day the consumer for the work contracts with a licensed
contractor to complete tie work tha subject of the completion
claim;

(iii) 7 days after the day ihe consurner is given written notice that the
completion claim has been allowed.

subsequent claim period, for tire completion claim, means the period—

(a) starting oin the day the consumer for the residential construction work
the subject cf tira completion claim contracts with a licensed contractor
to complete the woik the subject of the completion claim; and

(b) ending when the residence is habitable.”

Key Points

e The maximum entitiement is $5,000.00 or $10,000.00 if additional cover is purchased,
which is included within the entitlement limit. If the QBCC has approved the maximum
entitlement for a non-comipletion claim, there is no remaining entitlement to pay for
accommodaition, removal and storage costs.

e ltis oniy the consurar’s alternative accommodation that is covered, not the alternative
accommodation of the consumer’s tenants.

e Alternative accommodation for pets is included in this entitlement, provided the pet would
normally reside in the dwelling and the alternative accommodation refuses pets.

Guidance Statement — Accommodation Non-Completion
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Reimbursement

In order to reimburse the consumer, where applicable we require:

e a copy of rental/lease agreement
e a copy of the hotel or apartment invoice/s
e evidence of payment e.g. hotel or rental receipts, bank statements.

Accommodation Calculation Spreadsheet

Technology One Creditor Form

A Technology One creditor ID needs to be created to reimburse the claimant for
accommodation costs. This can be done by completing the New Crediior for Technology
One Form and emailing it to the Finance Payments and Receipting team for processing.

6.6 Scope of Works

The Service Provider is responsible for providing a Scope of Works for non-completion with
defects claims. They will provide 2 separate scopes for the incomplete and defect items.

The claimant must be notified of the decision tc deciine any defect items.

Non-Completion Component — Standard Scope of Works

In the instance where there are sufficient contract documents and only a standard Scope of
Works is requested and provided by the Service Provider, the Assessment Officer should
approve the Scope of Works.

Itemised Scope of Works

In cases where the coniract dccuments are inadequate, we would request that the Service
Provider arranges an itemised Scope of Works.

Itemised Scope of Works should be reviewed and approved by the Senior Building Inspector,
Manager cr Buiidirg Inspector for the relevant area.

Defects

Please refer to the above section, 6.2 Defect Items, for the process if the contractor has an
active, suspended or cancelled licence.

The Scope of Works for the defect items should be reviewed and approved by the Senior
Building Inspector, Manager or Building Inspector for the relevant area. Whilst the Assessment
Officer is able to approve the Scope of Works for a standard non-completion scope, the Senior
Building Inspector, Manager or Building Inspector for the relevant area should approve the
defects scope before instructing the Service Provider.

Once the Senior Building Inspector, Manager or Building Inspector for the relevant area has
approved the defects scope, the Assessment Officer is responsible for communicating the
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scope decision to the Service Provider.

6.7 Cost for Certificates

The completing contractor is responsible for providing certification for any work carried out
under the Scheme, however the QBCC will not pay the cost of obtaining certificates in relation
to the work carried out by the original contractor.

The following article Building approval associated with non-compietion—-advice for
consumers is available on the QBCC website and contains inforination about certificates.

6.8 Variations After Approval

Variations are changes and/or additions to the Scope of Werks after the claim has been
approved.

Any variations must be submitted to the QBCC for review. it is important to ensure the
variation works form part of the original contract woiks.

It is also important to check the remaining entitlement to ensure there are enough funds to
cover the variation. Any shortfall must be paid by the cansumer.

Variations submitted by the Service Provider shculd in the first instance be in the form of a
progress report (with photos) and a Variation Scope of Works sent to the relevant Assessment
Officer for review. The Assessment Officer can approve the variation if is in relation to
incomplete works (i.e. forms part of contract).

If the variation relates to unforeseen defecls, further work required etc. then it should be sent
to the relevant Senior Building Inspector, ivianager or Building Inspector to review and either
Accept or Reject.

There may be instances wiiere the Service Provider needs to consult with the QBCC prior to
submitting a variation for tne purcuse of seeking clarification. However, for the most part,
variations should only be suimiitad to the QBCC via a formal report in the first instance.

NOTE: Where the variaticn relates to defects identified, refer to 6.9 below.

Variations are to be treated like any other claim approval i.e. with a Scope of Work being
approved, sent to the claimant and original contractor, and an approval to all relevant parties.

Declining a Variation

If the Senior Building Inspector, Manager or Building Inspector declines a variation, they
should provide their reasoning. This will need to be communicated to the claimant and Service
Provider.

The decision to decline the variation must be put in writing to the claimant and should include
a summary of the reason/s it has been declined and provide review rights. The Service
Provider must also be advised of the declinature. Refer to the Claims Salesforce Processing
Guide section 9.6.
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6.9 New ltem Identified After Approval

Where a claim has been approved for non-completion and during the course of completing the
work latent defects are identified, the Service Provider should firstly contact the Assessment
Officer providing details of the defects identified.

The Assessment Officer should then consult with the Senior Building Inspector, Manager or
Building Inspector to confirm if the item/s are actually defective and form part of the original
contract works.

The Building Inspector may choose to perform their own inspection to confirm the works are
defective and the responsibility of the original contractor.

Depending on the status of the respondent i.e. Active, Liquidated etc. consideration should be
given to the appropriate steps to be undertaken to ensure procedura! fairness is afforded to all
parties e.g. it may be reasonable to issue a direction if the respaondent has an
Active/Cancelled licence.

Refer to Section 8 of the Disputes Salesforce Processing Guide for steps that may be taken
in such an instance.

6.10 Reversing Claim Approvals

There may be instances where it is necessary to reverse a claim approval.

NOTE: Where a claim approval amount is being adjusted, the claim should not be reversed
until you are ready to reapprove for the correci amount and ideally the transactions should be
processed in the same day. This piccess should not be done in the last few days of the month
if the transactions cannot be processed in the same day.

When we reverse a claim we give rnoney back to reinsurers, when we approve, we get money
from them, and it is important that carrections occur within the same month.

Refer to the Claims Salesferce Processing Guide for more information.

6.11 Payments
Paying the Compieting Contractor

The Service Provider will recommend payment when the relevant stage of the contract works
has been reached.

Payment can be made directly to the completing contractor upon receipt of the following
documents:

e payment report
e copy of contract to complete

o copy of the QBCC Insurance Confirmation
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¢ valid invoice - including ABN/ACN, invoice number and invoice date

e any relevant certificates and/or reports as required.

Service Provider Fees

The Service Provider will submit an initial invoice for the processing of the claim. They will also
submit invoices during the completion process which are for their management fees. Check
these invoices to ensure they appear correct, including applying financiai penalties for missed
KPls, and process accordingly through Salesforce.

7 Claim Assessment — Defects

7.1 Introduction

After a property has reached practical completion, we may receive a claim for defective
building work when:

the contractor is bankrupt or deceased
e adirection has not been compliea with

e defects exist and under the dispute process discretion has been applied to not issue a
direction

e where a direction has been issued and the contractor is reviewing the Direction decision
through Internal Review or QCAT.

In the instance where 2 claim has been generated from a dispute case closed prematurely,
e.g. when no direction was issued or further investigation is required, the Assessment Officer
should discuss the miatier with the Building Inspector on the case and action accordingly.

7.2 Residential Construction Work — Primary Insurable
Work

The Scheme only covers defects in residential construction work that is primary insurable
work.

For contracts pre 28 October 2016, the QBCC Insurance Policy Conditions refer to ‘primary
building work’ defined as primary building work as defined in Section 11 of the QBCC
Regulation. The QBCC Regulation it refers to was rescinded and replaced by the Queensland
Building and Construction Commission Regulation 2018. The term ‘primary insurable work’
is used in the QBCC Regulation and must therefore be referenced.
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Section 67WC of the QBCC Act sets out what is primary insurable work and section 67WD
what is associated insurable work.

RTI1P-0000002290

“67WC Meaning of primary insurable work

(1)

(2)

(3)

Primary insurable work is any of the following building work if
carried out by a licensed contractor and the insurable value of the
work is more than the regulated amount—

(a) the erection or construction of a residence cr related roofed
building;

(b) building work within the building envelope oi a residence or
related roofed building;

(c) building work for anything attached or connected to a residence
or related roofed building that requires building development
approval under the Building Act 1975 oi a permit under
the Plumbing and Drainage Act 2018;

(d) the erection, constiuction or instailation of a swimming pool
within the meaning of the Building Act 1975, schedule 2;

(e) other building work prescribed by regulation.

However, the following is nct primary insurable work, but may be
associated insurable work—

(a) fencing;
(b) landscaping;

(c) electrical work under the Electrical Safety Act 2002;

(d) instaliation, ienovation, repair or replacement of any of the
following-—-

(i) air conditioning;
(i) driveways or paths;

(iv) units for heating water regardless of the source of energy for
heating, and including units for heating swimming pools;

(iv) refrigeration;

(v) roller shades and shutter screens;

(vi) security doors and grills;

(vii) solar power units and associated electrical components;

(viij) water tanks that are not part of a primary water supply for a
residence or related roofed building;

(f) other work prescribed by regulation.
In this section—
building envelope, for a residence or related roofed building, means

the outermost sides of the aggregation of the components of a
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building that have the primary function of separating the internal part
of the residence or related roofed building from the external
environment.

Example of a building envelope—
the slab and footings system, an external wall and a roof

regulated amount means $3,300 or the higher amount, if any, prescribed
by a regulation.

67WD Meaning of associated insurable work

(1) Associated insurable work is any additionai werk that may be
contracted to be carried out under a contract for primary insurable
work if—

(a) for primary insurable work relating to a residence—the work is
carried out on the site of the residence or proposed residence
and is for residential purposes; or

(b) for primary insurable work relating to a related roofed building—
the work is carried out on tie site of the building or proposed
building and is for residential purposes.

(2) To remove any doubt, It ic declared that associated insurable work
may include work that is nct buiiding work.

Examples for subseciion (2)—
electrical wcric under tive Electrical Safety Act 2002, erecting
scaffolding, or earthmoving and excavation work.”

7.3 Time Frames
When the Defect Becaime Evident
Pre 28 October 2015

Category 1 defects may be covered where the defect is first evident within 6 years and 6
months from the contract date (or payment of the insurance premium if earlier, or
commenceinent date cf work if no insurance or contract). However, if the work takes more
than 6 months 1o cerinpiete the cover is extended and becomes in effect 6 years from practical
completion.

Category 2 defects may be covered where the defect is first evident within 6 months from
practical completion.

There is no discretion under this part of the policy. If the defect did not become evident within
the prescribed timeframes, it must be declined.
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From 28 October 2016

The QBCC Regulation Schedule 6, section 16 states that a defect must become evident within
the following timeframes:

e Structural defect (more than 6 months to substantially complete the works)
a) Work out the earliest of contract date, premium payment, works commenced.
b) Measure 6 months from (a) — this is the date cover starts.
c) Cover ends 6 years 6 months from the date in (b).

e Structural defect (works substantially complete within 6 months)
a) Work out the earliest of contract date, premium payment, works commenced.
b) Cover ends 6 years 6 months from the date in (a).

¢ Non-structural defect
a) Work out the date the works were substantially cormplete.
b) Cover ends 6 months from the date in (a).

Practical Completion
Pre 28 October 2016

The policy provides the following definition:

“practical completion means when tfie works are complete in accordance with the
contract and all relevant statutory requirements and inspections have been
satisfactorily completed or the works are occupied, whichever is first;”

54\

A Final Inspection Certificate (Forra 21) or Certificate of Classification (Form 11) can be used
as the practical completion date, provided the claimant has not occupied the works sooner.

If the final certificate is not available, further documentation may need to be requested to
determine when the claimant cccubied the property.

If the complaint has been icdged outside of policy timeframes, check to see if the complaint
items were the subject of a previcus complaint. The completion date of the earlier rectification
work may be used as tie new completion date, provided that the current complaint items
directly relate to the previous rectification work.

Guidance Staternent — Recurring Defects and Recurring Subsidence

From 28 October 2016

Substantially Complete
The QBCC Regulation provides the following definition:

“substantially complete, for residential construction work, means at least 1 of the
following applies in relation to the work—

(a)  the final payment under the contract for the work is made;
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(b)  if the residential construction work is for the erection or construction of a
residence—the residence is occupied;

(c)  the built work is able to be used for its intended purpose despite the work not
complying with the contract because of a cosmetic difference.”

Lodgement of a Complaint

Pre 28 October 2016

In the case of a Category 1 defect, the policy requires that the consumer lodge their complaint
within 3 months of the defect becoming evident or within such further time as the QBCC may
allow.

Category 2 defects require the consumer lodge their compiaint within 7 months from practical
completion or within such further time as the QBCC may aiiow.

The QBCC will generally exercise discretion to increase thz time frame for making a claim
where the delay has not resulted in significant prejudice 1o the QBCC.

Guidance Statement — Prejudice toc QB8CC

From 28 October 2016

For a structural defect - the claim must be made within 3 months after the day the consumer
first becomes aware, or ought reascnably tc have become aware, of the defect. There is no
discretion on this.

For a non-structural defect - th claim rnust be made within 7 months from practical
completion. There is no discrstion on this.

NOTE: At the Dispute siage tive claimant may have submitted complaint items in
addition to those on their initial Complaint Form, so ensure when assessing these
timeframes thai vou chzck the date the items were notified to QBCC.

7.4 Liability Amount

If the consumer has a liability (still holds/owes an amount under the contract), the claim must
be reduced by the liability amount. It is important the Service Provider is notified of any liability
amount. This amount will be paid by the consumer to the rectifying builder.

If the consumer has been declined for non-completion and we have accepted a claim for
defects only, their liability amount is still to be considered. Refer to the below Guidance
Statement and section 5.7 for further information.

Guidance Statement — Liability Amount

84
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7.5 Claim $0 Approval

It is possible for a claim to have an approval amount of $0. This can occur when the
consumer’s liability amount exceeds the cost of rectification, therefore the amount to be
approved under the Scheme. For example, the consumer may still hold $20,000, not paid
under the contract however, the cost to rectify the works is only $5,000. This would mean the
consumer would have a $15,000 benefit and a $0 claim approval scenario would occur.

If this scenario arises, you must escalate this with your Senior Lead/Mariager to review the
claim and confirm it is a $0 approval.

If your Senior Lead/Manager confirms it is a $0 claim approval, you must contact the
consumer verbally to explain the next steps of the claim and send the relevant letter in
ActiveDocs. It is critical that you do this given that the QBCC wili nc longer be involved in the
claim. Depending on the situation, e.g. some items accepteri, some declined etc., you may
need to amend one of the standard letter templates to adequately address your decision.

Where the Building Inspector has provided an estimated reciification cost substantially less
than the consumer’s remaining liability amount, you can rely on a Cordell Estimate for the cost
of rectification when calculating the consumer’s entitlernent tc a claim, rather than obtaining
quotes via the standard tender process. This amount wou!d be entered as the quote amount in
Salesforce in order to process the $0 approval, and the Claimant should be entered in the
Builder Details fields.

This option must be discussed with your Senior Lead/Manzager prior to being applied. A copy
of the Codell Estimate should then be includea with the decision letter. Alternatively, the
normal tender process is to be followed and if upon receiving the quotes we confirm the
consumer’s remaining liability exceeds the cost of rectification, a $0 approval is to be
processed.

Where we have engaged a Service Frovider to provide quotes, the consumer may sign a
contract with the approved rectifying builder from the Service Provider’'s panel or alternatively,
seek to engage their own buildei.

Where relevant, you must insirict the Service Provider that the claim is a $0 approval and that
the claim will be closed, and they are to issue their final invoice. Also inform them that the
consumer has been advised and the contact details of the approved builder have also been
provided to the consumer.

7.6 Subsequent’Purchasers

If the claimant is a subsequent purchaser, they must provide a copy of their Contract of Sale,
including the Suecial Conditions and any pre purchase building reports.

Any defect item that is listed in the pre purchase report must be declined where the
Assessment Officer is of the opinion the defect was evident prior to completing the purchase.

7.7 When the Contractor Reviews the Direction

Should the contractor choose to review the Direction decision, a claims case will be created
for an insurance assessment.
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The claim is not to be put on hold pending the review. The claim should be assessed as usual
however should not be approved until the original Direction period has lapsed.

If the review’s decision requires a new direction to be issued, the claim should not be
approved until the new Direction has expired.

If the contractor reviews the Direction and the work is found not to have been defective, i.e.

the

Direction should not have been issued, the debt will not be recovered.

7.8 Documents Required

At a minimum, the following documents are required to assess and poientially allow the claim:

RTI1P-0000002290

Complaint Form
copy of the contract including the general conditions

copy of Contract of Sale including the Special Conditions and pre purchase building
reports (if subsequent purchaser)

proof of payment (where there is a liability amount cr the contract was signed less than 12
months ago)

written notification to the contractor (requirad at the Dispute process)
NOTE: It is necessary to verify the nctice:

e is addressed to the correct recipient

e lists all the complaint items

e s dated

e provides a date/number of days fcr the work to be rectified by.

A notice with the above details will satisfy the requirements under the Queensland Building
and Construction Commission Regulation 2018, Schedule 6 Terms of cover, section 66
Notice of claim to licenscd contractor which states:

“(1)  This section applies If a consumer for residential construction work that is
suksiantiailv compiete decided to make a claim under the statutory insurance
scheme in reiation to the work.

(2)  The consumer must—

(a) serve a notice about the facts and circumstances giving rise to the claim on
the licensed contractor who carried out the work; and

(b) give the licensed contractor a reasonable period stated in the notice to
rectify the work.

(3) However, subsection (2) does not apply if—
(a) the licensed contractor dies; or
(b) the licensed contractor is a company and the company no longer exists; or

(c) both of the following apply—
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(i) the licensed contractor is bankrupt or insolvent, or takes advantage of the
laws of bankruptcy as a debtor under the Bankruptcy Act 1966 (Cwith) or a
similar law of a foreign jurisdiction;

(i) the licensed contractor’s licence is cancelled.

(4) The commission must not decide to allow or disallow the claim until after the
end of the reasonable period stated in the notice given to the licensed
contractor.

(5) This section does not prevent the consumer making the claim under ihe statutory
insurance scheme before the end of the reasonable period stated in tfie notice given
to the licensed contractor.”

Per clause (4) above, before deciding to allow or disallow the claim, the period stated in
the notice must have ended.

Refer to the below Guidance Statement for further information.

CLAIM-034 — Assessing Compliance with Sections 65(1) and 66 in
Defective Work Claims

The following documents may also be required for the Scivice Provider depending on the
nature of repairs, should the claim be acceptad:

e approved plans (must be stamped approved plans)
e building approval documents {includes Decision Notice).
This list is not exhaustive. Each claim is tc be treated on a case by case basis.

In the case of multiple dwelling claims, Body Corporate (common property) and/or individual
unit owner (owner’s responsibility) the following documents are required.

Community Titles Scheme (CTS) has Survey Plans
Community Managenient Staiement

Certificate of Occupancy (efiective >01/10/2020); or
Certificate of Ciassificaticn (Form 11)

If the required documents have not been provided, or further information or documents are
required to complete an assessment, generally 7 days is allowed for the claimant to provide
them.

If at the end o this time, the request has not been fulfilled, contact should again be made e.g.
phone call, email, prior to closing the case on this basis. The appropriate request and closure
letters are available in ActiveDocs.

7.9 Uniform Appearance/Matching Décor

As far as reasonably possible, the QBCC will try to match materials when completing the
remedial rectification work to create a uniform appearance. However, QBCC will not pay to
replace undamaged adjoining work to achieve this.

87
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For example, where several tiles are cracked due to the subsidence and require replacement,
we will only replace the damaged or defective tiles with the closest match possible.

7.10 Alternative Accommodation, Removal and Storage
Costs

Where a claim is admitted, the consumer may be covered for alternative acccmmodation,
removal and storage costs subject to the provisions of the policy.

This is alternative accommodation, removal and storage costs incurred by the consumer as a
result of the need to rectify the defects and because the residential construction work is, in the
opinion of the QBCC, uninhabitable.

Guidance Statement — Accommodation Defects and Subsidence
Key Points

e The maximum entitlement is $5,000.00 or $10,000.00 if additional cover is purchased,
which is included within the policy limit.

e ltis only the consumer’s alternative accommadation that is covered, not the alternative
accommodation of the consumer’s tenants.

e Alternative accommodation for pets is included in this entitlement, provided the pet would
normally reside in the dwelling and the alternative accommodation refuses pets.

Reimbursement
In order to reimburse the consumer, where applicable we require:

o written notification from thc rectifving contractor detailing the dates the consumer must
vacate the property due {6 it being uninhabitable

e a copy of the rental/or ease agreement
e a copy of the hctei or apartment invoice/s

e evidence of payment e.g. hotel receipts, bank statements, rental receipts.

Acconimodation Calculation Spreadsheet

Technology One Creditor Form

A Technology One Creditor ID needs to be created to reimburse the consumer for
accommodation costs. This can be done by completing the New Creditor for Technology
One Form and emailing it to the Finance Payments and Receipting team for processing.
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7.11 Scope of Works

The Building Inspector is responsible for providing a Scope of Works for defective works
claims. The Building Inspector creates the Scope of Work on the Dispute case prior to closing
it and this automatically creates the Scope of Work record on the Claims case. Refer to the
Claims Salesforce Processing Guide for full details.

In reviewing the scope of works make sure the Scope of Work items refiect the complaint
items you are accepting under the claim. It is important that the scope oi work items does not
include complaint items that have been declined and/or associated irnisurable works. If during
your claim assessment you need to query or require amendments to any Scope of Work
Items, contact the Building Inspector to seek advice and/or follow your escalation pathway.

In the case of Body Corporate claims and individual unit owner claims the Scope of Works will
need to be separated to make sure the entitlements are apporticned cerrectly. The
Assessment Officer should advise the Service Provider of any related SW as it will assist them
in the handling of the cases for the same site.

Refer to the Claims Salesforce Processing Guide in relaticn to the Salesforce Scope of
Works process.

7.12 Variations After Approva!

Variations are changes and/or additions to the Scope of Works after the claim has been
approved.

Any variations must be submitted {c the QBCC for review. It is important to ensure the
variation works form part of the original contract works.

It is also important to check thie remaining entittlement under the Policy to ensure there are
enough funds to cover the variation. Any shortfall must be paid by the consumer.

Variations submitted by ttie Service Provider should in the first instance be in the form of a
progress report (with photos) and a Variation Scope of Works sent to the relevant Assessment
Officer for review. The Assessiiient Officer can approve the variation if is in relation to
incomplete works (i €. forims part of contract).

If the variation relates to unforeseen defects, further work required etc. then it should be sent
to the relevant Senicr Building Inspector, Manager or Building Inspector to review and either
Accept or Reject.

There may be instances where the Service Provider needs to consult with the QBCC prior to
submitting a variation for the purpose of seeking clarification. However, for the most part,
variations should only be submitted to the QBCC via a formal report in the first instance.

NOTE: Where the variation relates to defects identified, the Building Inspector may choose to
perform their own inspection to confirm the works are defective and the responsibility of the
original contractor.

Depending on the status of the respondent i.e. Active, Liquidated etc. consideration should be
given to the appropriate steps to be undertaken to ensure procedural fairness is afforded to all
parties e.g. it may be reasonable to issue a direction if the respondent has an
Active/Cancelled licence.
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Refer to Section 8 of the Disputes Salesforce Processing Guide for steps that may be taken
in such an instance.

Variations are to be treated like any other claim approval i.e. with a Scope of Work being
approved, sent to the claimant and original contractor, and an approval to all relevant parties.

Declining a Variation

If the Senior Building Inspector, Manager or Building Inspector does not believe the variation
to be necessary and/or the cost unreasonable, they must provide details of such and give their
recommendation to decline the variation or further action required.

The decision to decline the variation must be put in writing to the claimant and should include
a summary of the reason/s it has been declined and provide review rights.

The Service Provider must also be advised of the declinature. Refer tc the Claims Salesforce
Processing Guide section 9.6.

7.12 New ltem ldentified After Approval

Where a claim has been approved and thie claimant notifies either the Service Provider or
QBCC of a new complaint item thiat is unrelated to the item/s the subject of the current
rectification work, the claimant shouid ibe instructed to lodge a new Complaint Form to QBCC.
Similarly, if a new item is identified by the Service Provider/the rectifying contractor, the
claimant should be informed and instructed o lodge a new complaint.

For example, a claim has been aprroved to rectify cladding along one elevation of the
property, and the claimant now has cciicerns about cladding on a different elevation, this
should not be treated as a variation to the current claim. They should be instructed to submit
a new Complaint Form for investigation. The usual defective work process is then to be
followed to ensure precedurai f2irness prevails.

A QBCC Building Inspecior will then make the determination at a site inspection as to whether
the new item is aciuvally defective work or not, and who the responsible party is. This applies
regardless oi the Respondent being Active, Cancelled or Liquidated etc.

7.13 Reversing Claim Approvals

There may be instances where it is necessary to reverse a claim approval.

NOTE: Where a claim approval amount is being adjusted, the claim should not be reversed
until you are ready to reapprove for the correct amount and ideally the transactions should be
processed in the same day. This process should not be done in the last few days of the month
if the transactions cannot be processed in the same day.
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When we reverse a claim we give money back to reinsurers, when we approve, we get money
from them, and it is important that corrections occur within the same month.

Refer to the Claims Salesforce Processing Guide for more information.

7.14 Payments

Paying the Completing Contractor

The Service Provider will recommend payment when the relevant stage oi the contract works
has been reached.

Payment can be made directly to the completing contractor upon receipt of the following
documents:

e payment report

e copy of contract to complete

o copy of the QBCC Insurance Confirmation

e valid invoice - including ABN/ACN, invoice number and invoice date

e any relevant certificates and/or reports as required.

Service Provider Fees

The Service Provider will submit an initia! invoice for the processing of the claim. They will also
submit invoices during the compietion grocess which are for their management fees.

Check these invoices to ensure they appear correct, including applying financial penalties for
missed KPIs, and process accorcingly through Salesforce.

8 Claim Assessment — Subsidence

8.1 Introduction

The scheme provides protection for subsidence and settlement related defects in residential
construction work.

Subsidence or settlement means movement in the foundations of the residential construction
work which adversely affects the structural adequacy or serviceability, performance or
functional use of that work.
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Contributing Factors by Licensee

Incorrect or non-installation of articulation joints in masonry.

Non articulation of sewer/storm water lines.

Inadequate drainage and falls.

Non-compliance with QBCC Policy.

Contributing Factors by Claimant

e Actions of the claimant’s major contributing factors.

¢ Claimants may be responsible for certain works .g. 2 big iree planted by the claimant or
landscaping done by the claimants.

Directions

e |n subsidence claims where the contractcr has been proven to not be responsible a
direction will not be issued.

¢ When the Building Inspector has determined that the contractor is responsible for the
subsidence, then a Direction wiil be issued to the responsible contractor.

e A Direction will not be issued wtien.
o the contractor is insolveint

o the contractor is ceceased or deregistered
o the contractor is deemed to have fully complied with the subsidence policy.

Engineer’s Report

The following must ke considered when reading the Engineer’s Report:
e cause of the subsidence

e how to rectify of the subsidence

¢ who is responsible for the subsidence.

Subsidence File Summary
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The Subsidence File Summary template is used to document:

the cause and contributing factors of the movement and/or subsidence
e who is responsible

NOTE: where a site classifier or engineer are found to be responsible, the Building
Inspector will advise that should a claim be accepted, the site classifier / engineer is to be
issued the Notice of Potential Debt — Engineer at Fault letter with a copy of the
respondent’s Dispute case closure letter (decision not to direct) and a copy of their
Inspection Report and any other relevant reports.

e the proposed method of rectification

any other information that the Building Inspector may deem relevant.

Determining Liability

For the purposes of determining the consumer’s entitlement to insurance assistance and the
contractor’s liability, the following needs to be established:

who supplied the footing design and soil test

did the contractor build in accordance with this design

is the design defective

have the actions of the consumer contributed to or caused the subsidence.

The Subsidence File Summary shou!d clearly define who is responsible for the cause of the
subsidence, if not the Assessment Oificer should refer to the Building Inspector for further
clarification.

Claim when Engineer at Fauit

If the Subsidence File Summary identifies the site classifier or engineer is responsible, when
accepting the claim the Assessment Officer must issue the entity stipulated in the Subsidence
File Summary the Notice of Potential Debt — Engineer at Fault letter with a copy of the
respondent’s Dispute case closure letter (decision not to direct) with a copy of the Bl’s
Inspection Report aind 2ny other relevant reports advised by the Bl. Upon approval of a claim
the Notice of Debt — Engineer at Fault letter must also be sent.

Rectification
Most subsidence claims will be rectified in 3 stages.

e Stabilisation — including tree removal and/or plumbing rectification, underpinning and cut-
off walls.

e Monitoring — taking of levels at intervals recommended by the engineer.
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¢ Cosmetics — once the site has stabilised, the subsidence related damage can be rectified.

8.2 Residential Construction Work — Primary Insurable
Work

Subsidence defects in associated building work are not covered by the Sciheme.

For contracts pre 28 October 2016, the QBCC Insurance Policy Conditions reier to ‘primary
building work’ defined as primary building work as defined in Section 11 of the QBCC
Regulation. The QBCC Regulation it refers to was rescinded aind replaced by the Queensland
Building and Construction Commission Regulation 2018. The term ‘primary insurable work’
is used in the QBCC Regulation and must therefore be referenced.

Section 67WC of the QBCC Act sets out what is primary insurable work and section 67WD
what is associated insurable work.

"67WC Meaning of primary insurable work

(1) Primary insurable work :s any cf tne following building work if
carried out by a licensed contractor and the insurable value of the
work is more than the requiated amount—

(a) the erection or construction of a residence or related roofed
building;

(b) building wori within the building envelope of a residence or
related roofed building;

(c) building werk for anything attached or connected to a residence
or related roofed building that requires building development
acproval under the Building Act 1975 or a permit under
the Plumbing and Drainage Act 2018;

(d) the erection, construction or installation of a swimming pool
within the meaning of the Building Act 1975, schedule 2;

(e) other building work prescribed by regulation.

(2) However, the following is not primary insurable work, but may be
associated insurable work—

(a) fencing;
(b) landscaping;
(c) electrical work under the Electrical Safety Act 2002;

(d) installation, renovation, repair or replacement of any of the
following—

(i) air conditioning,

(i) driveways or paths;
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(3)

(i)  units for heating water regardless of the source of energy for
heating, and including units for heating swimming pools;

(iv) refrigeration;

(v) roller shades and shutter screens;

(vi) security doors and grills;

(vii) solar power units and associated elecirical components;

(viii) water tanks that are not part of a primary water supply for a
residence or related roofed building;

(e) other work prescribed by regulatior.

In this section—

building envelope, for ¢ resideince or related roofed building, means
the outermost sides of the aggregalion of the components of a
building that have the primary function of separating the internal part
of the residence or related rcofed building from the external
environment.

Example of a building enveione—
the slab and footings system, an external wall and a roof

regulated amouni means $3,300 or the higher amount, if any, prescribed
by a requlation.

67WD Meaning of associatcd insurable work

(1)

(2)

RTI1P-0000002290

Asscciated insurable work is any additional work that may be
contracted to be carried out under a contract for primary insurable
WOrK if—-

(a) ior primary insurable work relating to a residence—the work is
carried out on the site of the residence or proposed residence
and is for residential purposes; or

(b) for primary insurable work relating to a related roofed building—
the work is carried out on the site of the building or proposed
building and is for residential purposes.

To remove any doubt, it is declared that associated insurable work
may include work that is not building work.

Examples for subsection (2)—
electrical work under the Electrical Safety Act 2002, erecting
scaffolding, or earthmoving and excavation work.”
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8.3 Time Frames

When the Subsidence became evident
Pre 28 October 2016

Cover for subsidence or settlement damage runs for subsidence that becomes evident within
6 years and 6 months from the contract date (or payment of the insurance premium if earlier,
or commencement date of work if no insurance or contract).

However, if the work takes more than 6 months to complete the cover is exiended and
becomes in effect 6 years from practical completion or when the work was substantially
complete.

From 28 October 2016

The QBCC Regulation Schedule 6, section 16 staies that a defect must become evident within
the following timeframes:

e Structural defect (more than 6 months to substaritially complete the works)
a) Work out the earliest of contract date, prernium payment, works commenced.
b) Measure 6 months from (a) — this is the date cover starts.
c) Cover ends 6 years 6 months from the daie in (b).

o Structural defect (works subsiantially compigie within 6 months)
a) Work out the earliest of caniract date, premium payment, works commenced.
b) Cover ends 6 years 6 months from the date in (a).

e Non-structural defect
a) Work out the date trie works were substantially complete.
b) Cover ends 6 moriths from ine date in (a).

Lodgement of a Complaint
Pre 28 October 2016

In the case of subsideiice or settlement related defects, the policy requires the consumer
lodge their complaiint within 3 months of the subsidence or settlement related defects first
becoming evident or within such further time as the QBCC may allow.

In most instances the claimant is likely unaware they have subsidence, due to subsidence
related defects becoming worse over time and the need for the involvement of engineers to
diagnose. Discretion should be exercised in these instances and a timeline of events should
be gathered from the claimant.

The QBCC will generally use discretion to increase the time frame for making a claim where
the delay has not resulted in significant prejudice to the QBCC.

Guidance Statement — Prejudice to QBCC
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Guidance Statement — Recurring Defects and Recurring Subsidence

From 28 October 2016

For a structural defect — the claim must be made within 3 months after the day the consumer
first becomes aware, or ought reasonably to have become aware, of the defect. There is no
discretion on this.

For a non-structural defect — the claim must be made within 7 moniths from praciical
completion. There is no discretion on this.

8.4 Subsequent Purchasers

If the claimant is a subsequent purchaser, they must provide a copy of their Contract of Sale
including the Special Conditions and any pre purchase huilding reports.

If there is any indication that the subsidence was evident tc the consumer prior to completing
the Contract of Sale, the claim may be declinea.

8.5 Documents Required

At a minimum, the following documents are r2quired to assess the claim:
e Complaint Form
o copy of the contract iiicludiing the general conditions

e copy of Contract of Sale including the Special Conditions and pre purchase building
reports (if subsequent purchiaser)

e copy of building and engineering plans (must be stamped approved plans)
e  Dbuilding approval documents
e soil test report and drainage plan

e written notification to the contractor (required at the Dispute process)

NOTE: It is necessary to verify the notice:

e is addressed to the correct recipient

e lists all the complaint items

e is dated

e provides a date/number of days for the work to be rectified by.

97
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A notice with the above details will satisfy the requirements under the Queensland Building
and Construction Commission Regulation 2018, Schedule 6 Terms of cover, section 66
Notice of claim to licensed contractor which states:

“(1)  This section applies if a consumer for residential construction work that is
Substantially complete decided to make a claim under the statutory insurance
scheme in relation to the work.

(2) The consumer must—

(a) serve a notice about the facts and circumstances giving rise to the claim on
the licensed contractor who carried out the work; arnd

(b) give the licensed contractor a reasonable pericd siated in thie notice to
rectify the work.

(3) However, subsection (2) does not apply if—
(a) the licensed contractor dies; or
(b) the licensed contractor is a company and th2 company no longer exists; or
(c) both of the following apply—

(i) the licensed contractor is banirupt or insolvent, or takes advantage of the
laws of bankruptcy as a debtor under the Bankruptcy Act 1966 (Cwith) or a
similar law of a foreign jurisdiclion;

(i) the licensed contractor’s licence is cancelled.

(4) The commission must not decia'e ta allow or disallow the claim until after the
end of the reasonable period stateq i the notice given to the licensed
contractor.

(5) This section does not prevent the consumer making the claim under the statutory
insurance scheme before the end of the reasonable period stated in the notice given
to the licensed contractor.”

Per clause (4) above, before deciding to allow or disallow the claim, the period
stated in the notice must have ended.

Refer to the below Guidarce Statement for further information.

CLAIM-034 - Assessing Compliance with Sections 65(1) and 66 in
Defective Work Claims

The above documents will be gathered as part of the Dispute case subsidence investigation.
Ensure zil relevant documents are provided to the Service Provider as they will manage the
claim froim stabilisation through to cosmetic repairs.

In the case of multiple dwelling claims, Body Corporate (common property) and/or individual
unit owner claims (owner’s responsibility) the following documents are required.

Community Titles Scheme (CTS) has Survey Plans
Community Management Statement

Certificate of Occupancy (effective >01/10/2020); or
Certificate of Classification (Form 11).
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8.6 Monitoring

Once the stabilisation rectification works have been completed, all payments have been made
and if cosmetic works are to be performed, the site is to be monitored. If the Engineer's Report
does not provide a specific time period for monitoring, instructions should be sought from the
Building Inspector.

To inform the claimant of this the Subsidence Monitoring Begins letter is to be issued. This
letter advises the site will be monitored for a period of time and that they will be contacted
further for the Service Provider to arrange site meetings for levels tc be taken during this
period.

Each time levels are taken the Continued Monitoring letter shiouid be sent to the claimant
providing them with updated advice and a copy of the Service Provider's monitoring report. If
at the end of the monitoring period and if the Service Provider has provided advice that the
property has stabilised, the cosmetic repairs may be undertaken.

Further Movement

If the Service Provider has identified movement ouiside the parameters, they will seek
instruction from the QBCC on how to proceed. It is likely the same engineer will need to
investigate the matter and provide further advice.

Instructions should be sought from the QBCC Building Inspector which may include re-
engaging the engineer to further investigate, provide a further report and amended rectification
scope or advice of further monitoring etc.

8.7 Cosmetics

Once the property has stabilised, the cosmetic repairs can be carried out. This is the remedial
rectification of any subsiderice related defects e.g. cracked cornices and tiles. It is important to
note that associated insurabie woik is not covered and will not be repaired.

Cosmetic repairs are corisidered resultant damage requiring rectification caused by
subsidence which has already been stabilised and monitored. Application of time frames does
not apply for cosmetic repairs.

8.8 Uniform Appearance/Matching Décor

As far as reasonably possible, the QBCC will try to match materials when completing the
remedial rectification work to create a uniform appearance. However, QBCC will not pay to
replace undamaged adjoining work to achieve this.

For example, where several tiles are cracked due to the subsidence and require replacement,
we will only replace the damaged or defective tiles with the closest match possible.
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8.9 Scope of Works

The Service Provider is responsible for providing a Scope of Works for subsidence claims.

o Stabilisation works
e Cosmetic rectification (following on from a set monitoring period).

In the case of Body Corporate claims and individual unit owner claims the Assessment officer
will need to instruct the Service Provider to separate the Scope of Work documents. The
Assessment Officer should advise the Service Provider of any related SW as it will assist them
in the handling of the cases for the same site.

The Scope of Works provided by the Service Provider, should be reviewed, and referred to the
Building Inspector who will advise if it should be accepted or rejecied.

In reviewing the scope of works make sure the scope of work items refiect the complaint items
you are accepting under the claim. It is important that the scope of work items does not
include complaint items that have been declined and/or associated insturable works.

The Assessment officer is responsible for communicating with the Service Provider in relation
to the approval of the scope.

Refer to the Claims Salesforce Processing Guide in reiaticn (o the Salesforce Scope of
Works process.

8.10 Alternative Accommodation; Removal and Storage
Costs

Where a claim is admitted, the consumer may be covered for alternative accommodation,
removal and storage costs subject to the provisions of the policy.

This is alternative accommodation costs incurred by the consumer as a result of the need to
remedy the subsidence ci setiiement related defects and because the residential construction
work is, in the opinion of the QEBCC, uninhabitable.

Guidance Staternent — Accommodation Defects and Subsidence

Key Poinrts

e The maximum entitlement is $5,000.00 or $10,000.00 if additional cover is purchased,
which is included within the policy limit.

e Itis only the consumer’s alternative accommodation that is covered, not the alternative
accommodation of the consumer’s tenants.

e Alternative accommodation for pets is included in this entitiement, provided the pet would
normally reside in the dwelling and the alternative accommodation refuses pets.
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Reimbursement
In order to reimburse the consumer, where applicable we require:

¢ written notification from the rectifying contractor detailing the dates the consumer must
vacate the property due to it being uninhabitable

e a copy of the rental/ lease agreement
e a copy of the hotel or apartment invoice/s

e evidence of payment e.g. hotel receipts, bank statements, renta! receipts.

Accommodation Calculation Spreadsheet

Technology One Creditor Form

A Technology One Creditor ID needs to be created to reimburse the consumer for
accommodation costs. This can be done by compiciing trie New Creditor for Technology
One Form and emailing it to the Finance Payments and Receipting team for processing.

8.11 Variations After Approvai

Variations are changes and/or additions to the Scope of Works after the claim has been
approved.

Any variations must be submitted to the QBCC for review. It is important to ensure the
variation works form part of the criginal contract works.

It is also important to check the remaining entitliement to ensure there are enough funds to
cover the variation. Any shorifall must be paid by the consumer.

Variations submitted by the Service Provider should in the first instance be in the form of a
progress report {with photos) and a Variation Scope of Works sent to the relevant Assessment
Officer for review.

If the variation reiates to unforeseen defects, further work required etc. then it should be sent
to the relevant Senior Building Inspector, Manager or Building Inspector to review and either
Accept or Reject.

There may be instances where the Service Provider needs to consult with the QBCC prior to
submitting a variation for the purpose of seeking clarification. However, for the most part,
variations should only be submitted to the QBCC via a formal report in the first instance.

NOTE: Where the variation relates to defects identified, the Building Inspector may choose to
perform their own inspection to confirm the works are defective and the responsibility of the
original contractor. Depending on the status of the respondent i.e. Active, Liquidated etc.
consideration should be given to the appropriate steps to be undertaken to ensure procedural
fairness is afforded to all parties e.g. it may be reasonable to issue a direction if the
respondent has an Active/Cancelled licence.

RTIIP-0000002290 Resolution Services - Claims Procedures Manual 1ot 000101



Resolution Services — Claims Procedures Manual

Refer to Section 8 of the Disputes Salesforce Processing Guide for steps that may be taken
in such an instance.

Variations are to be treated like any other claim approval i.e. with a Scope of Work being
approved, sent to the claimant and original contractor, and an approval to all relevant parties.

Declining a Variation

If the Senior Building Inspector, Manager or Building Inspector does riot believe the variation
to be necessary and/or the cost unreasonable, they must provide cetails of sucih and give their
recommendation to decline the variation or further action required.

The decision to decline the variation must be put in writing to the claimant and should include
a summary of the reason/s it has been declined and provide review rights.

The Service Provider must also be advised of the declinature. Refer tc the Claims Salesforce
Processing Guide section 9.6.

8.12 New Item Identified After Approvai

Where a claim has been approved and the claimant nctifies either the Service Provider or
QBCC of a new complaint item that is unrelated to the item/s the subject of the current
rectification work, the claimant should be instructed to lodge a new Complaint Form to QBCC.
Similarly, if a new item is identified by the Service Provider/the rectifying contractor, the
claimant should be informed and instructed to lodge a new complaint.

For example, a claim has been anpraoved to rectify cladding along one elevation of the
property, and the claimant now has coricerns about cladding on a different elevation, this
should not be treated as a variation to the current claim. They should be instructed to submit
a new Complaint Form for investigatior. The usual defective work process is then to be
followed to ensure procedural fairness prevails.

A QBCC Building Inspecter will then make the determination at a site inspection as to whether
the new item is actuaily defective work or not, and who the responsible party is. This applies
regardless of the respondent being Active, Cancelled or Liquidated etc.

8.13 Reversing Claim Approvals

There may be instances where it is necessary to reverse a claim approval.

NOTE: Where a claim approval amount is being adjusted, the claim should not be reversed
until you are ready to reapprove for the correct amount and ideally the transactions should be
processed in the same day. This process should not be done in the last few days of the month
if the transactions cannot be processed in the same day.

When we reverse a claim we give money back to reinsurers, when we approve, we get money
from them, and it is important that corrections occur within the same month.

Refer to the Claims Salesforce Processing Guide for more information.
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8.14 Payments

Paying the Completing Contractor

The Service Provider will recommend payment when the relevant stage of the contract works
has been reached. Payment can be made directly to the completing contractor upon receipt of
the following documents:

e payment report

e copy of contract to complete

o copy of the QBCC Insurance Confirmation

e valid invoice - including ABN/ACN, invoice number and invcice date

e any relevant certificates and/or reports as required.

Service Provider Fees

The Service Provider will submit an initial invoice for the processing of the claim. They will also
submit invoices during the completion process wiich are for their management fees. Check
these invoices to ensure they appear correct, including applying financial penalties for missed
KPls, and process accordingly through Salesforce.

9 General Exclusions

When conducting a claim assessment, any general exclusions that may apply should be
considered, including the foilowing.

9.1 Coimpieticn or Rectification Without Approval

This is wihere the claimant has either finished or rectified the work (in full or part) to which the
claim is subject to. This may have an impact on the QBCC’s ability to quantify the claim and
therefore cause prejudice to the QBCC.

This is also where a consumer seeks the prior written approval of the QBCC to demolish,
reinstate, rectify, or complete the work. Commonly this request is made where a claim under
the QHWS is declined, and the decision is being reviewed externally at QCAT. Each matter is
considered on a case-by-case basis.

These decisions fall under Policy 8 — clause 7.1 or the Terms of Cover — section 64.
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NOTE: The QBCC’s Delegation Manual authorises specific officers to approve
decisions made under either clause 7.1 of Policy 8 or section 64 under the Terms of
Cover. Therefore, any decision to accept or decline a claim (in full or part) should be
reviewed by these delegated decision-makers prior to decisions being released to the
impacted party.

Delegated decision-makers are:

Director, Resolution Services & Strategy
Manager Resolution Services Strategic
Manager Resolution Services Operations
Director Regional Services.

Should you receive a request from a consumer seeking QBCC'’s prior written approval to
demolish, reinstate, rectify, or complete the residential consiruction work, you must seek
delegated approval in the first instance.

Likewise, should you assess a claim and determine it needs to be wholly or partially declined
you must seek delegated approval to wholly or partially decline the claim in the first instance.

The process to escalate these decisions to a delegaied officer is described in detail below.

Also refer to the below Guidance Statement for further information, particularly where a
consumer has partially carried out demolition, rectification or reinstatement of the built work
and there is residual work that may be partiailv accepted for assistance under the QHWS for
other unrelated defective or incomplete woik.

Guidance Statement — Completion or Rectification Without Approval

Policy 8 — Clause 7.1

This exclusion is discretienary under Policy 8, and under certain circumstances, such as
emergency plumbing repsirs. discietion may be applied in the consumer’s favour. Proper
consideration through escalation to the appropriate delegated officer should be obtained
before declining a claim under ihis condition. If unsure, seek your manager’s advice where
assistance is needead.

Sectiorn 64 = Terms of Cover

For contractis from 28 October 2016, the corresponding provision in Schedule 6 of the QBCC
Regulation does not provide the QBCC with discretion as it relates to the Terms of Cover
under parts 2 and 3 for defect or non-completion claims.

“64 Demolition, rectification or reinstatement without approval

(1) A consumer for residential construction work is not entitled to claim
assistance in relation to the work if the consumer does any of the
following without the prior written approval of the commission—

(a) demolishes the built work;
(b) rectifies the work;

(c) reinstates the built work.
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Note—
See section 67(2).
(2) In this section—
approval does not include the following—

(a) a decision of the commission about the scope of works to be
carried out to rectify residential construction work or reinstate
built work;

(b) a decision of the commission to grant ar application for an
owner-builder permit.”

Administrative process to seek delegated approval

Refer the matter through your established local escalation pathways to the relevant delegated
officer to review the request/recommended decision. The foilowing information and documents
are required:

e claim background and a succinct information suimmary advising:
o case status / decisions
internal or external reviews in progress
respondent licence search
advice whether the respondent has been nctified of the defect/completed work

o O O O

why the consumer wants pre-approval or why the consumer progressed without
QBCC prior approval

e evidence such as a contract ana invoices/payment receipts
e competitive quotes

e Salesforce HWI policy sezrches of the site,

e expert reports

e photographs

e (QBCC or Service Provider technical recommendations.

Engaging the Service Provider

After a decision under either of these provisions are made, and where Service Provider’s
services are engaged for ongoing claim management, it is vital that the Service Provider are
provided sufficient instruction and explanation to assist them in providing any of their future
services. Particularly, this is crucial to ensure the Service Provider does not include any
excluded work declined under either of these provisions in any Scope of Works that are
developed to quantify the loss of the claim.

Guidance Statement — Completion or Rectification Without Approval
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9.2 Subsequent Purchasers

The following documents are to be provided by a claimant who has purchased a residence
previously built.
Contract of Sale

A full copy of the Contract of Sale including the Special Conditions is required to be
provided. The Contract of Sale confirms the complainant purchased the house.

The Special Conditions also need to be checked to determine whether any of the complaint
items were apparent at the time of the sale and whether the claimant was compensated for
the apparent defects.

The Special Conditions will also identify whether the contract was subject to the purchaser
obtaining a pre purchase inspection report.

Copies of any pre purchase inspection reports are to be provided to QBCC as these may also
identify whether the complaint items were evident at the time of purchase.

The Contract of Sale must be dated and signed and the puichaser (hame on the contract)
must be the same person as the claimant listed on the Complaint Form.

Pre Purchase Inspection Reports

e Consider the date of the pre purchase inspection report to determine whether the
complaint items were apparent piicr to entering or completing the contract.

e Consider whether the compiaint iierns listed in the Complaint Form are listed in the pre
purchase inspection report.

9.3 Alterations and Additions

Where the claim relates tc anr extension and/or renovation to an existing property, any defects
in the original building wark are not covered by the policy.

9.4 Insured as a Contractor or an Associate of the
Contractor

There are specific exclusions if the consumer is the contractor or the consumer is an
associate of the contractor.

In the case of the contractor being a company an associate may be:

o an officer of the company

e aperson who is in position to control or influence
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o the spouse or child of an officer of the company

e a trustee or trust

e another company with a majority voting interest.

In the case of the contractor being an individual the following persons are not entitled to a
claim under the Scheme:

the spouse including a de facto spouse or child of the individual

e a trustee of the trust to which the contractor is a beneficiary

e acompany whose majority voting interest is held by the individual

e acompany in which the individual, individual spouse including a de facto spouse or child is
in a position to substantially influence the conduct of the company.

9.5 Entitlements Subject to the 3BCC Act

Section 68(2) of the Queensland Building and Construciionn Commission Act 1991 states:

“Persons not entitled to assistance unaer statutory insurance scheme

(1)

(2)

(3)

(4)

(5)

RTI1P-0000002290

A licensed contractor who cairies cut speculative residential construction work
is not entitled to assictance undei the statutory insurance scheme for the work.

Note— See section 68A (Licensed contractor pays insurance premium on behalf of
consumer)

If a person enters into 1 or more building contracts, in force at the same time, to
construct 3 or mere iiving units, the person is not entitled to assistance under
the statutory insurance scheme for the work carried out under the contracts.
For subsection (2)—

(a) a single detached dwelling is taken to be 1 living unit; and

(h) a residential unit is taken to be 1 living unit; and

(¢) a duplex is taken to be 2 living units.

A regulation may prescribe other circumstances under which a person is not
eniitled to assistance under the statutory insurance scheme.

Nothing in section (1), (2) or (4) affects the right of a subsequent owner of
residential construction work mentioned in this section to make a claim for
assistance under the statutory insurance scheme.”
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10 Sending Correspondence

10.1 Overview

The below Quick Guide - Issuing Correspondence is a summary of the detailed instructions
provided in this section. The Insolvency: a glossary of terms document is from the ASIC
website and helps to explain the different terminology.

Quick Guide — Issuing Correspondence

Insolvency: a glossary of terms

The detailed instructions below should be followed when issuing required correspondence.

Note: letters may also be emailed but only in additior: ic the posted correspondence,
not in lieu of.

10.2 Issuing Correspondence to Individuals

Before issuing any correspondence to the contracter, it is essential to check the current
licence and solvency status of the licenses.

Active or Inappropriate Licence

*Inappropriate Licence = Suspended, Cancelled or Inappropriate Class.

All standard correspondence should be issued. The correspondence should be posted to all
known addresses on the customer record.

Bankrupt Coniractor

Even thoughi an individual is bankrupt, they may still hold a licence, such as a Site Supervisor
or Fire Qccupetional Licence. Alternatively, they could be in the process of becoming an
excluded individuai ©r in rare cases may be a permitted individual and therefore still hold an
active licence.

In any instance, all standard correspondence should still be issued to all known addresses of
the bankrupt individual or their Trustee (if applicable).

NOTE: On 14 June 2022, the following instruction was given.

Until further notice, please cease sending correspondence to the trustee of the bankrupt
individual Responsible Builder/Respondent on the case. Correspondence is only to be sent to
the bankrupt individual contractor (Responsible Builder/Respondent).
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Deceased Contractor

If the contractor is deceased a direction will not be issued. In this instance contact the Debt
Recovery Manager who will determine if any correspondence is required. Generally, no
correspondence will be issued at all.

The Debt Recovery Manager will confirm and update the address as “Deceased — No
Correspondence Required — Refer Debt Recovery Manager”. The Debt Recovery Manager
will provide advice on what correspondence is to be issued if any.

10.3 Issuing Correspondence to Companies

Active or Inappropriate Licence

*Inappropriate Licence = Suspended, Cancelled or Iagprapriate Class.

All standard correspondence should be issued. The corresperndence should be posted to all
known addresses on the customer record.

External Administration

External Administration is a term which covers ail types of insolvency arrangements. An
external administrator is a genera! term for an exiernal person formally appointed to a
company or its property and includes a provisional liquidator, liquidator, voluntary
administrator, deed administrator, controiler, receiver and receiver and manager. An external
administrator is sometimes also referred to as an insolvency practitioner.

An ASIC company search may show a status of External Administration. This can include:

Voluntary Administraticn

Deed of Company Arrangement
Receiver/Controller Acpointed
Provisional Liguiaation.

Voluntary Adiministration

Voluntary aaministration is a process under the Corporations Act, where a caretaker (the
voluntary adminisirator) takes control of the affairs of a company while it is given a chance to
propose a resolution of its financial problems to its creditors.

The period of voluntary administration runs for about 4 to 6 weeks and results in a meeting of
the company's creditors who decide on the future of the company.

Follow instructions for Active or Inappropriate Licence and also send a copy of all
correspondence to all known addresses of the Administrator.
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Receiver/Controller Appointed

Receivership is when a receiver is appointed by a secured creditor because the company has
defaulted on a loan repayment.

A secured creditor is someone to whom the company has given a "charge", such as a
mortgage, over all or part of its assets in return for loan funds.

The court does not need to approve of the appointment of a receiver, the procedure is simple
and the appointment is usually done quickly. Receivers usually known as “receivers and
managers” can carry on the business, or close it down, or sell it off.

Their principal task is to release sufficient funds to repay the secured crediior and they are not
there to deal with claims from creditors.

A Receiver/Controller acts for a single secured creditor of the company to sell property over
which that creditor holds security such as a mortgage over real estate.

As it does not affect the complaint process, the appointment of a Receiver/Controller is
ignored for the purpose of determining whether a direction is required and where
correspondence should be sent.

ollow instructions for Active or Inappropriate l.icence.
Foll truct for Act Inappropriate |

Provisional Liquidation

The process of Liquidation was commenced by either the Directors or Shareholders of the
company through the appointment of a Liquidator directly or by the order of a Court.

Follow instructions for Active, Cancelied or Suspended Licence and also send a copy
of all correspondence to al! kincwn addresses of the Liquidator.

Liquidation

Liquidation is a process for the winding up of a company's financial affairs in order to provide
for an orderly dismantling cf the company's structure, the undertaking of appropriate
investigations anad a fair distribution of the company's assets to creditors.

This occurs either ibecaluse the company can't pay all of its debts (i.e. it is insolvent), or its
members warnt to end the company's existence.

All correspondeirce is sent to all known addresses of the Liquidator.

Deregistered Company

Deregistered effectively means that the company no longer exists, there is no Director and
nothing to hold responsible for the works under taken by that company. It is effectively dead.

In this instance no correspondence should be issued.
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10.4 Return through Post

Any correspondence returned to sender will be notified to the issuing officer (generally the
Case Owner) in the first instance, via an ECM Workflow (task). If the issuing officer was a
Building Inspector, the task should be forwarded to the appropriate CSO/AQ (as per process
established in your office/team) for actioning.

If the correspondence is returned through the post marked “unknown at address”, “left
address” or any other reason that suggests that the intended recipient may not be at the
address provided, the officer should make all reasonable enquiries to locate an alternative
address for delivery of the correspondence.

Such enquiries should include:

e reviewing all documents in the Case records

e conducting a Salesforce Customer Record search (in case there has been a change
of address)

¢ making a telephone call to the intended recipient asking them to confirm their
address.*see section below Verifying Customer Details

¢ sending an email to the intended recipient’s email address on their record, if available
e conduct an RP Data search (if not done already)

e conducting a search of the White Pages, Google etc.

conducting a CITEC, ASIC or business narnes search (if not done already). If a cost
is to be incurred, first check with your manager.

If you are unable to find an alternative adadrass, you can also contact Debt Recovery who may
be able to assist with finding an aiiernative address.

Verifying Customer Details and Updating Customer Records

When first contacting the pariies of the complaint, it is important to verify their details and
ensure you are discussing the case with the appropriate person/s.

o The claimant deteils can be verified against their Customer record in Salesforce and the
information provided on the Complaint Form. If any details require updating, this can be
donre in Salesforce by the AO/BI etc. with the verbal notice of such documented in the
CAFN cr Case Comment.

¢ If you make contact with the respondent, it is essential that you verify their identity. If they
then advise you of an alternative address, contact number etc. their verbal notification of
this change of details is sufficient to provide to Licensing who are then able to update their
Customer Record.

Verification is to be completed against the caller’s individual profile within Salesforce. For a
company, we can only discuss the matter and take alternative contact details from a Director.
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Verify the following:

e Full Name - including middle name
e Date of birth
e Email address - including domain name

If one of the above components are missing from the profile, or the email is incorrect,
the following can be asked instead:

e Phone number - mobile, business or home
e Address - postal, business or residential

Any such information should be recorded in the Case Comments in Salesiorce and a New
Note added to the Notes & Attachments section in Customer’s Record in Salesforce.

Notes & Attachments New Note| | Attach File

Mo records to display

An email with this information should then be sent to Licensing who are able to update
the Customer’s Record.

10.5 Communicating with the Claimant

Sending Letters

ActiveDocs includes template letters for formal correspondence sent throughout the Claims
process. The letters can then be sent via post and also email. Any letters issued must be
saved to ECM.

Refer to the Claims Salesforce Processing Guide for a full list of letters.

Telephone

Contacting claimaits and contractors by telephone is also a valid form of communication.
When usina this method, it is important to create comments and/or notes to record these
interactions on the case.
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11 Service Provider Engagement

11.1 Introduction
The QBCC uses an external Service Provider to provide the following functions:

o Non-Completion claims — to report on the state of works, provide a scope of works for the
incomplete and any defective works, and arrange tenders. Additionally, thie Service
Provider oversees the completion of the works.

o Defects claims — to arrange tenders and oversee the rectification works.

e Subsidence claims — to provide a scope of works for the stabilisation works, monitor,
provide a scope of works for the cosmetic works and to arrange tenders throughout this
process.

11.2 Referring Claims

Claims should be referred to the Service Provider through the Scope of Works record (SW
screen) in Salesforce using the Assign Service Frovider button, ensuring that as a minimum
the following documents are uploaded to the SW screen:

¢ Non-Completion claims — compiaint form (including list of defects where relevant), building
contract and conditions, variations, specifications/inclusions list, building approval/decision
notice, development approval (if applicavie), stamped approved plans, certificates for work
completed date (e.g. Form 15s, i6s and 61), soil test report, proof of payments, the QBCC
retention calculation, engineering assign for footing and slab, structural steel details,
plumbing/hydraulic plans.

o Defects claims — complairit farivi, Building Inspector’s report, Scope of Work.

e Subsidence ciaims — compiaint form, Building Inspector’s report, engineer’s report, original
approved plans aind engineering plans.

** Documenis such as the Claim Assessment Reasons for Decision, letters to the parties,
termination correspcndence between the parties and any documentation not relevant to the
tender proceass, chould not be shared with the Service Provider or tendering builders.

All documents must be individually and appropriately named and should be in a zipped
folder, rather than uploaded individually. Similar documents e.g. variations, certificates
for work completed and proof of payments can be grouped into one document and
appropriately named rather than individually extracted. Merging of all supporting
documents into one and bookmarking them is not appropriate.

Documents uploaded must also be checked in the Claim Attachments section of the
Claims Summary.

When the Scope of Work is assigned, Salesforce will automatically email the Service Provider
general queue with a link to the Scope of Work and a Task to action.
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NOTE: When assigning a Scope of Work to a Service Provider be mindful of indicating in the
Comments section of the Task that it is a Priority Customer. By specifying that the Claimant
is a Priority Customer, you are instructing the Service Provider to follow their Priority
Customer process. This process involves fortnightly inspections by the Service Provider
consultant to manage the claimants on an ongoing basis. Consideration should be given as to
whether a case warrants this additional on-site management. Before selecting Priority
Customer you must first seek approval from your manager i.e. Senior
Lead/OTL/Regional Manager/MSQ/Director.

If you are advising the Claimant is a Priority Customer, please provide deiails to the Service
Provider as to why you consider it necessary for the claim to follow their Priority Customer
process.

Correspondence to and from the Service Provider sent via email must be saved to ECM.

Below is a link to the current performance requirements for Sedgwick Building Consultancy
Division. Due to contract changes that come into effect from 1 August 2023, there have been
changes to Sedgwick’s service performance requirements ielated to calling tenders and
making recommendations for defect claims less than $20K, defect claims between $20-$100K
and non-completion claims.

Please familiarise yourself with the link provided for these agreed timeframes for Sedgwick’s
services and the extension of time processes where the timeframes for Sedgwick’s services
are not met.

Sedgwick Building Consultancy Divisicn Performance Requirements

Requesting updates from the Service Provider

Once a claim has been referred to the Service Provider, it will progress through various stages
until the claim is finalised. There may be times where things are not progressing as the case
owner expects and a request for an update from the Service Provider is necessary. The
following are points in the process where it is reasonable to request an update:

contract signed

at the time works are expected to be completed

where a variation has been approved and documents not received

if completion of work is delayed, request an update each month

at more regular intervals where the case is complex — case by case basis as guided by
escalation pathway or MSQ.

If it is necessary to reauest an update, the following escalation pathway should be followed:

e the Case Owner calls the Service Provider and follows up with an email

e if there is no response within 3 business days, raise the matter with your Senior Lead or
Regional Manager who can escalate the matter by email to
QBCCEscalations@sedgwick.com

e where the Senior Lead or Regional Manager has not received a response or no other
action has been taken, the Senior Lead or Regional Manager should raise the matter with
the Manager Rectification Delivery or email dl-rectificationdelivery@gbcc.ald.gov.au
identifying the issue and steps taken.

¢ the Rectification Delivery team will follow the matter up with the Service Provider.
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11.3 Claim Performance Targets

Under QBCC’s Service Provider Contract with Sedgwick Building Consultancy Division some
of the agreed Key Performance Indicators (KPIs) have been updated. The new KPlIs are
reflected in the 85 Sedgwick Building Consultancy Performance Requirements document
available in the above section 11.2.

As a part of these performance requirements, where the agreed KPIs are not met (and/or an
Extension of Time (EOT) to the KPI has not been accepted or is not received) a 10%
monetary penalty is to be applied to Sedgwick’s interim or final Service Provider fees, as
appropriate.

Additionally, it should be noted that when EOT requests from Sedgwick are received, AOs
should be responding within 2 business days. In most cases an EOT will need to be approved
or declined by Senior Leads (SL) or Operations Team Leaders {O7L), ana therefore, it is
important these requests are escalated to a SL or OTL as a priority. Detailed guidance about
the various scenarios, process and timeframe responses suirounding extensions of time and
exceptions to extensions of time is available in the WE] Sedawick Building Consultancy
Performance Requirements document available in the above section 11.2.

11.4 Sedgwick Rectification Panei Register

In September 2019, a process was developed tc support the QBCC taking responsive action
against Sedgwick’s panel contractors where it is found they fail to meet the QBCC’s
performance expectations.

Process documents have been deve!oped to ensure procedural fairness is afforded to all the
panel contractors and a Register has beeri developed to track issues and to record identified
breaches as they occur. A review team will regularly evaluate any logged incidents and
recommend appropriate actions in response.

Prior to the implementation of this nrocess, Sedgwick communicated to all of their panel
contractors, providing claiiiication of the performance expectations.

The below Sedgwick Rectificaticn Panel Service Agreement outlines the criteria and
disciplinary action apclicabie when working on Sedgwick’s Rectification Panel for the QHWS.

Sedgwick Reciification Panel Service Agreement

A breach of any of the following criteria will prompt the QBCC to consider action against the
relevant panei contractor.

o Excessively priced tenders.

e Variations - excessively priced, unnecessary or completing variations without the QBCC
approval.

e Inappropriate conduct on site and/or behavioral concerns.
o Direction to Rectify issued to the panel contractor to rectify defects.

o Termination of rectification contracts due to the default of the rectification panel
contractor.
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Notification of Incidents

All staff across the state performing the Resolution Services functions are to firstly notify their
direct supervisor through a discussion and completion of the Sedgwick Rectification Panel
Incident Template.

Sedgwick Rectification Panel Incident Template

Managers then need to evaluate the breached criteria and if satisfied it warrants review, email
the completed form to the DL-Sedgwick Rectification Panel Register inbcx.

Sedgwick Rectification Panel Register

The details of each incident submitted will be logged and tracked in the Register.

Sedgwick Rectification Panel Review Team

e Areview team will convene each month to evaluate the logged incidents.

e Any responsive or disciplinary action will be guided by & process document developed
specifically for the QBCC action against painei coniractors performing work under the
QHWS.

The above documents are also available on Resoiutions Services Team site in the Sedgwick
Rectification Panel Register folder.

11.5 Clarity Conriect Communication

Clarity Connect allows QBCC Buiiding Inspectors (Bls) to view unforeseen issues remotely by
using an on-site representative’s tablet or smart phone and the Bl's smart phone.

Clarity Connect creates & secure video link enabling real time visibility of on-site matters
identified during the rectification or at Tender. The link will allow the Bl to direct the on-site
representative tc provide vision of the rectifying builders concerns and allow the Bl to gain a
clear understariding of the site related issues in real time.

It is expected that the introduction of this technology will assist the parties in:

o the assessment of variations

e resolution of Scopes of Work issues during tendering

e progress and final stage claims.

Clarity Connect is compatible with the Commission’s smart phones and there is no training
required to use the software. The app does, however, use a significant amount of battery
power, Bls must ensure a minimum of 40% charge prior to utilising the function.

Bls will be contacted prior to the proposed site inspection for an agreed time to carry out the
Clarity Connect inspection.
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The BI will receive a text message just prior to the Clarity Connect inspection containing a link
to the inspection conference call which will allow the live feed to display on their phone. Audio
is maintained throughout the link allowing discussions to continue during the session.

If there is sufficient information provided at the Clarity Connect meeting, Bls are able to
determine a decision which will be recorded on the Clarity Connect recording.

At the conclusion of the meeting, the Bl is to request a copy of the recording.
All video and voice recording captured by the software is to be saved to the Claims case in
ECM.

The Clarity Connect Point of Contact Escalation Chart below outlines the contact points
within the QBCC inspectorate.

The use of Clarity Connect can assist Bls in considering issues raised at a Tender meeting or
variations to the rectification works contract, however there wiil still be circumstances where
the Bl will be required to attend site to satisfy themselves that the additional rectification works
are required and not a new complaint item.

In instances where the Clarity Connect call proceeds without the involvement of the QBCC,
the Service Provider will upload the video to the Claims case in Salesforce and send a Task to
the Bl. The Bl must then save the video to ECM and comrnunicaie with the Assessment
Officer accordingly.

Clarity Connect Point of Contact Escalatiori Chart

This information is also available in the Disputes Prccedures Manual Section 7.

11.6 Service Provider Fees

The Service Provider will invoice their fzes for services at varying intervals, dependent on the
type of claim. Assessment Oficers shiould familiarise themselves with the current fee table.
Service Provider invoices shculd be paid through the case details screen of the relevant
Salesforce case.

At times, it may be necessary for the Service Provider to engage a technical specialist such as
engineer or plumber tc investigate and report in order for the Service Provider to adequately
undertake their duties. The Financial section of the Delegations Manual sets out who is
delegated io authorise these requests.

Below is a copy of the Sedgwick Building Consultancy Division fees applicable for instructions
sent on or after 1 August 2018.

Sedgwick Building Consultancy Division Fees
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12 Legal

12.1 The Role of the Legal Services Branch

. To provide advice to managers and staff on all legal issues including legislation relevant
to the QBCC, contract law, corporations law and litigation.

. To represent the QBCC in the Tribunal and the Magistrates and Districts Court in
litigation involving the QBCC - including administrative reviews, disciplinary proceedings,
prosecutions, debt recovery proceedings, insolvency proceedings and appeals.

o To represent the QBCC in mediations.

The QBCC's Legal Branch operates effectively as an in-house iegai praciice in discharging its
duties.

The role of individual Legal Officers includes:

o providing accurate and timely advice to QBCC Officers

o conducting litigation in the appropriate courts and tribunals on behalf of the QBCC,
including acting as an advocate and instructing Ccouinsel in more complex matters

o drafting originating applications, statements of reasons and statements of evidence for
filing in the appropriate courts and tribunals

o interviewing witnesses for the purposes of drafting statements of evidence for use in
litigation before the appropriaie courts ana tribunals

. representing the QBCC in mediations

o drafting and interpreting contiacts aind other documents of a legal nature.

12.2 Requests for Legal Advice

All requests for leyal advice must be made through your manager. The requests are then to
be submitted to Legai on 2 Request for Legal Advice template, available in ActiveDocs or on
Trevor. This form should be completed by your Manager.

The form provides the legal staff with an understanding of precisely what advice is required
and the docunients that are relevant to the request.

Requests for legal advice are to be forwarded by email to legal@gbcc.qgld.gov.au which is
constantly monitored, logged and allocated for action.

NOTE: When a Request for Legal Advice is sent to Legal, managers need to update the
Salesforce Status and Sub Status on behalf of their staff:

o the case Status should be changed to Awaiting Information and Sub Status to Referred
to Legal
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¢ when the advice is received from Legal, the case Status is changed back to Assessment
I Investigation and the Sub Status to Assessment.

CPI

12.3 Process for Legal Advice Requests

Once the request for advice is received by Legal, it is loaged into the system for the purposes
of reporting and monitoring of workloads. The requests arz then reviewed by the Team
Leaders once a week (every Monday) and allocated to a Legal Officer for action. Legal
Officers will strive to action the request within two (2) weeks from the date of allocation.

12.4 Subpoenas and Summonses

In the course of conducting hearings. Courts and Tribunals have powers to compel people to
attend and testify about the issues in the hearing. Although there are some grounds to object
to testifying (for example, because testifying might incriminate the witness in some illegal
activity) these are rarely applicabie i maiters involving the QBCC.

As the QBCC is both a moael litigant arid an independent regulatory body, testimony from
QBCC witnesses — especiaily technical experts — is highly regarded by Courts and Tribunals,
and the QBCC generally does riot cobject to having its staff appear in Courts and Tribunals to
assist the person hearing the matier.

Naturally, in matters in which the QBCC is involved as a party (such as reviews or
prosecutions) GBCC witriesses always attend to support the QBCC's position.

It should be noted that whilst QBCC witnesses will appear (if properly directed) in matters
which do not invoive the QBCC, QBCC officers do not give affidavits or statements in such
proceedings, as being the independent regulator the QBCC cannot be seen to be assisting
one private party against another.

There are various ways in which a QBCC officer may be directed to attend a Court or Tribunal,
and each way is dealt with in turn below.
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12.5 Queensland Civil and Administrative Tribunal (QCAT)

The QCAT has the power to direct QBCC officers to attend hearings and give evidence, or to
produce a particular document or piece of evidence, either at the direction of the Tribunal or
the request of a party to a matter. Those powers are outlined in the Queensland Civil and
Administrative Tribunal Act 2009.

Under Section 158 of the Queensland Civil and Administrative Tribunal Act 2009, a person
who may apply to the tribunal for a review of a reviewable decision may ask the decision-
maker of the reviewable decision to give the person a written statement of the reasons for that
decision.

If this occurs, the QBCC officer (decision-maker) should submit a Request fcr Legal Advice,
available in ActiveDocs or on Trevor. A QBCC legal officer will then assist wiin drafting a
written statement of reasons and enclosing all relevant documentation.

When completing the Request for Legal Advice, please ensure it contains links to the
documents you consider relevant to the decision to ensure there are no delays in completing
the request. The written statement of reasons for the decisicn must be provided within a
reasonable period of not more than 28 days after the request is made.

Withess at QCAT

Witnesses who appear at a hearing are generailv entitled to withess expenses, currently in the
sum of $66.00. Those expenses are paid subsequent to the giving of evidence, and for QBCC
officers the expenses are paid directly tc the QBRCC; individual officers are not entitled to
collect the sum personally.

However, prior to attending witnesses must be paid conduct money, which is an amount
sufficient to meet the reasonable expenses of complying with the attendance notice. This
includes the expense of travelling to the iccation of the hearing, and accommodation if
necessary. Conduct money must be paid either at the time the witness receives the notice, or
within a reasonable time prior to the dgate on which the witness is to attend.

In most cases, conduct money wil! be delivered to the withess at the same time the notice is
served on the witness.

If conduct money is not served on the witness named in the attendance notice, there is no
obligation on the witness to attend the hearing. However, prior to taking that course of action,
witnesses should consult their manager as to how to proceed.

On receiving a rictice of attendance, officers should immediately ensure that they are free to
attend on tihe day and book time in the diary.

Officers should bear in mind that the Tribunal will not accept prior appointments, work
pressures and the like as a reasonable excuse not to attend.

If an officer is unable to attend a hearing, the officer should contact the legal services manager
to discuss their options and determine whether or not the reason for the unavailability will be
accepted by the Tribunal.
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It is vital that this consultation occur, as the Tribunal has the power to fine witnesses up to
$10,000.00 for failing to attend as required by an attendance notice.

Example Notice to Appear from the Tribunal

On receipt of an attendance notice in a Tribunal matter, officers should follow the following
process. Ensure that they are able to attend on the given date, and enter the appointment in
their personal diary, Microsoft Scheduler and team calendar on portal.

Inform their manager of the fact that they have received the notice and will be required to
attend on the given date and at the particular time.

Contact the law firm or party responsible for having the notice issued and confirm the exact
date and time they will be required to give evidence. This is pariicularly important in multiple
day hearings, as the Tribunal does not expect witnesses to be available for the entire length of
the hearing, and the party requiring the witness’s attendance sihould provide further detail in
this regard.

If conduct money has not been provided with the notice, contact the person requiring the
officer’s attendance and advise that the QBCC generelly reguires conduct money 14 days
prior to the date of attendance.

If the officer has had some prior involvement in the disputg, the officer should ensure that prior
to the hearing, they have familiarised themselves with tihe details of the case.

If the officer believes that there is some reascn, thev should not be providing evidence in
relation to the hearing, the officer should immediateiy raise their concerns with their manager
and the legal services manager.

12.6 QCAT Attendance

From 1 March 2019, pursuant 1o the decision of the SLT on 9 November 2018, in relation to
the Ebsworth recommenaations for ithe Internal Review Unit, a meeting has been held with
relevant Directors and Managers o discuss appropriate officers to attend QCAT.

The following general principies were agreed:

o Where an interrai review decision is the subject of an external review before QCAT, the
Internai Review decision-maker is, subject to the below, the best person to instruct the
legal officer with carriage of the QCAT matter and attend a compulsory conference.

e There is nc requirement for the internal review decision maker to be an AO7 level or above
to attend a compulsory conference or appear at a QCAT hearing. The decision-maker
with the most knowledge of the reasons for making the decision is the best person to
attend. However, where mentoring / training considerations suggest a more senior officer
should attend with the decision-maker, this should occur.

e Where the internal review decision is a ‘deemed decision’ — i.e. not decided within the
statutory period and automatically decided on the same basis as the original decision — the
original decision-maker is the best person to instruct the legal officer with carriage of the
matter and attend a compulsory conference.
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o Where the internal review decision is not a deemed decision, but the same as the original
decision for the same reasons, on the same evidence including the original inspection
report, the IRU decision-maker is still the first point of contact for the legal officer with
carriage of the QCAT matter.

e However, where it becomes apparent that the original decision-maker should also have
involvement, or should have primary involvement, this is to be negotiated. Where
agreement cannot be reached, the matter is to be escalated to the Chief Legal Officer to
discuss with the appropriate Manager/Director/SLT member.

e Where the internal review decision varies or overturns the originai decision, or an
inspection or technical advice is provided during internal review, the IRU decision-maker,
with IRU technical support as required, is the best person to instruct thie legal officer and
attend a compulsory conference.

e Where the compulsory conference is at a location different to the office of the decision-
maker required to attend, application will be made by the legai officer for attendance by
telephone for that person, unless travel arrangements are agreed to be made. (Note
attendance by telephone cannot be guaranteed).

e The legal officer with carriage of the QCAT matier will determine who should attend a
QCAT hearing as a witness and/or to give instructions and advice for the hearing.

e Statements of reasons are to be prepared by Lega! Services on instruction from the
decision-maker with the most knowledge of the matiei, as per the above. SORs are to be
signed for and on behalf of the QBCC, hy the decision-maker where practicable, and
where that person is not available, by the leqai officer or other appropriate officer.

e Documents required for SOR/QCAT — Leqal Sarvices to discuss with Res Services (at
Bl/Legal officer level) to determine appropriaie wording for the request. IRU are
commencing links to documenis read and relied on when making decisions.

12.7 Magistrates Court

Magistrates Courts can issie summonses, both in relation to a defendant charged with an
offence and to witriesses who may be required to prove that offence. It is highly unlikely
QBCC officers will receive a summons from a Magistrates Court in relation to a QBCC matter
— QBCC officers wil! most likely attend a Magistrates Court in relation to a QBCC prosecution
and are required by the terms of their employment to attend and give evidence, so the QBCC
would not be likely to issue summons against its own staff.

In the event ani officer does receive a summons from a Magistrates Court (or, for that matter, a
subpoena from a higher Court) the officer should — if the matter relates to the officer’s
discharge of his/her duties during the course of their employment at the QBCC — immediately
contact the legal services manager to establish a course of action. Should an officer receive a
summons from a Magistrates Court unrelated to their employment with the QBCC, it would be
advisable for the officer to seek independent legal advice.
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13 Delegations

The Delegations Manual contains administrative, legislative, financial and human resource
delegations for powers and functions delegated by the Commissioner. The manual defines the
levels of expenditure limits and legislative powers applicable for all employees.

Delegations Manual

14 Salesforce Processing

Claims Salesforce Processing Guide

15 Accessing Documenis and Record
Keeping

Dispute case related documents that are needed as part of the Claims case are contained in
and accessed from ECM.

Only the contract documents required to be provided to the Service Provider at the time of
engagement are to be uploaded to Saiesforce.

When physical documents such as mail or facsimiles are received, these will be declared by
Records and an ECM Acticn sert to the relevant officer.

The button to access ActiveDocs is located at the top of the relevant screen. Once created
these letters can be deciarad into ECM. All other documentation received or sent during the
processing of a case must be saved to ECM at the time.
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16 Guidance Statements, Checklists,

Example Assessments

16.1 Claims Guidance Statements

T T I I I [ [ I [ T [

RTIIP-0000002290

CLAIM-001 — Accommodation Non-Completion

CLAIM-002 — Accommodation Defects and Subsidence

CLAIM-004 — Reviewable Decisions and Closure Letters

CLAIM-005 — Completion or Rectification Without Approval

RES-002 - Practical Completion and Defects Documents

RES-003 — Recurring Defects and Subsidence

CLAIM-007 — Deemed Pdalicies including Fraudulent Misrepresentation

CLAIM-008 — Insurancez and Owner Builders

CLAIM-009 - Insured Registered for GST Purposes

CLAIM-01i90 - Matching Decor

CLAIM-012 — Multiple Contracts Exclusion

CLAIiN-014 — Non-Completion — Securing the Site

CLAIM-015 — Non-Completion - Variations

CLAIM-016 — Non-Completion — Work Started

CLAIM-018 — Owner Taking Early Possession and Securing the Site

. . . 124
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CLAIM-019 — Prejudice to QBCC

CLAIM-020 — Prepayment

CLAIM-021 — Prime Cost and Provisional Sum Items

CLAIM-022 — QCAT Awarded Compensation

CLAIM-024 — Subsequent Purchaser Entitlemeni for Active Insurance
Claim

CLAIM-026 — Treatment of Painting Complaints as insurance Claims

CLAIM-027 — Underpricing

CLAIM-028 — Unlicensed Contractors

CLAIM-029 - Valid Invoice for Payiment by QBCC

CLAIM-030 — Holiday Accommodation Exclusion from Cover

CLAIM-031 — Non-Cgcinpleticin Frame Deterioration

CLAIM-032 — Retaining Walls — Primary or Associated Insurable Work

CLAIM-033 -- Liabiiity Amount

CLAIM-034 — Assessing Compliance with Sections 65(1) and 66 in
Defective Work Claims

RES-014 — Unapproved Building Works

RES-010 — Resultant Damage

RES-022 — Complaints Received Within the Contractual Maintenance

Period
Body Corporates and Community Title Scheme Guidance
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16.2 Legal Guidance Statements and Fact Sheets

How to Protect Legal Professional Privilege

Contract Termination
QCAT Review of QBCC ‘Reviewable Decisions’

KN
(=2)

.3 Termination Checklists

HIA New Homes Construction Contract
MBA Residential Building Contract

QBCC New Homes Construction Contract

i oy [ o

SPASA Contract

16.4 Assessment Checklists
The below checklists have been cesigned io assist AOs in ensuring the necessary general

steps are completed when processing a case. The checklists may not be exhaustive of all
steps and/or actions required depending on the individual case.

AO Defective Work Clzaim Checklist
AO Subsidence Ciaim Checklist

AO Refund of Deposiit Claim Checklist

i ) [ o)

AO Non-Coimipietion Claim Checklist

16.5 Exampie Assessments

The below documents are examples only and each case must be assessed on its own merits
and the CARD completed accordingly.

Example Assessment — Defects — Schedule 6
Example Assessment — Defects — Edition 8
Example Assessment — Subsidence — Schedule 6

Example Assessment — Subsidence — Edition 8
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