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G
oing into business is exciting. Yet in the early 

days –
 w

hen optim
ism

 is high and m
oney  

is tight –
 it’s tem

pting to take shortcuts  
and skim

p on insurance.
But you don’t w

ant to be uninsured w
hen the unexpected happens. Exam

ples 
include food contam

ination, G]FIV�VMWOW��TVSTIVX]�HEQ
EKI, product recalls�

CPF�#WUVTCNKCŨU�GXGT�RTGUGPV�TKUMU�QH�HKTG��
flood and extrem

e w
eather. 

2Y
%�JCU�KFGPVKƒGF�six key risk-m

anagem
ent priorities for 

businesses; addressing each w
ill help protect your business: 

•
Crisis m

anagem
ent and  response

•
W

orkforce

•
O

perations and supply chain

•
Finance and liquidity

•
Tax, trade and regulatory

•
Strategy and brand

Australia is a great place to do business. But the risks are real.

Australia is a great place to do 
business. But the risks are real.
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3ULFH�YHUVXV�FRYHUDJH
W

hen it com
es to insurance, there 

is ‘w
hat you need’ and ‘w

hat you  
can afford’.
Businesses operate in a com

plex regulatory and legal environm
ent 

designed to secure the health, integrity and safety of businesses, 
their em

ployees, custom
ers and the w

ider com
m

unity. From
 tim

e  
to tim

e, things go w
ron.ong

That is w
here insurance offers a safety net. 

W
hen budgets are tight it’s helpful to speak to an insurance broker�

EHZMWSV w
ho is experienced in the unique issues facing your industry,  

as they can help save you tim
e and m

oney, ensuring you have  
the right cover at the right price. 

For exam
ple, there m

ay be a need to trade off betw
een the prem

ium
 

and excess. Low
er your upfront prem

ium
 and take the risk that you 

m
ay pay a higher excess later should you need to m

ake a claim
; or 

pay a high upfront prem
ium

 now
 and low

er your excess w
here your 

business m
ay be exposed to a greater likelihood of an event causing 

a claim
.
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&DOFXODWLQJ�D�SUHP
LXP

W
hen it com

es to insurance, there is  
‘w

hat you need’ and ‘w
hat you can afford’.

At its m
ost basic level, the prem

ium
 is the guaranteed price you 

pay for insurance in return for the insurer agreeing to assum
e 

the possibility of future risks to your business. In other w
ords, 

insurance rem
oves som

e of the uncertainty of risks to your 
business, so you can get a good night’s sleep

This calculation is part of the process of underw
riting. Prem

ium
s 

are calculated on a range of factors w
ith reference to the industry 

and the underw
riting criteria, including: 

•
)UHTXHQF\: U

nderw
riters analyse how

 likely an event
is to happen.

•
6HYHULW\: U

nderw
riters analyse the likely cost of an event.

•
<RXU�FRP

SDQ\˹V�ULVN: The type of business, its processes and
its location, its exposure to potential risk and previous history�of
claim

s is evaluated.

•
<RXU�FRP

SDQ\˹V�SHRSOH: The insurer w
ill look at the directors,

VJGKT�HKPCPEKCN�O
CPCIGO

GPV�CPF�VJG�UCHGV[�TGEQTF�QH�GO
RNQ[GGU�

•
,QVSHFWLRQ: The insurer w

ill explore the business’s property,
policies and processes to determ

ine how
 w

ell the com
pany has

m
itigated against hazards and risks to the business.

•
4EVX�SJ�XLI�PSGEP�
�KPSFEP�GSQ

Q
YRMX]��MRWYVIVW�EVI�TEVX�SJ�E

KPSFEP�RIX[
SVO�[

LMGL�LIPTW�XS�WTVIEH�XLI�VMWO�XLIVIJSVI
GEXEWXVSTLMG�IZIRXW�FSXL�MR�%YWXVEPME�ERH�SZIVWIEW�[

MPP�EPWS
MQ

TEGX�XLI�TVIQ
MYQ

�]SY�EVI�GLEVKIH�
U

nderw
riting is an analytical process designed to identify and price 

risk. But there are w
ays to low

er your prem
ium

s, such as proactive 
risk m

anagem
ent, closing areas of exposure or opting for a higher 

excess in the event of a claim
. 

%XW�KRZ
�GR�LQVXUHUV�DUULYH�

DW�WKH�SUHP
LXP

�Z
KHQ�QR�WZ

R�
EXVLQHVVHV�DUH�H[DFWO\�WKH�VDP

H��
DQG�WKHLU�ULVNV�DQG�QHHGV�DUH�VR�
YDULHG"�
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Joe has been cutting his regulars’ hair for 45 years 
from

 his suburban salon, w
hich features a large glass-

panel w
indow

. The area has recently experienced som
e 

vandalism
 and the glass has been sm

ashed three tim
es 

KP�VJG�RCUV�ƒXG�[GCTU��

At $800 per claim
, the excess is steep for Joe’s m

odest 
business incom

e. So he is taking another look at his 
insurance. For a higher prem

ium
, Joe can take out glass 

insurance w
ith a low

er excess of $400. It’s a sim
ple 

calculation w
ith an unknow

n variable: how
 m

any tim
es 

does he think his w
indow

 w
ill need to be replaced? 

Joe’s dilem
m

a is one faced by businesses across  
the country as he w

eighs up the costs and likelihood 
of further dam

age to his shop. Insurance can help  
Joe by replacing this uncertainty w

ith certainty 
m

easured by the cost of his prem
ium

 and excess.

5

([FHVV
Insurance com

panies charge an excess 
so that your business takes on som

e 
of the risk in the event of a claim

, and 
to rem

ove sm
all losses that w

ould 
otherw

ise increase the prem
ium

 cost.

Excess can be used by a business in one of tw
o w

ays. Pay  
a  higher prem

ium
 for a low

er excess. O
r pay a low

er prem
ium

 
in return for a higher excess. 

In the search for savings, taking a higher excess at the beginning 
of the policy could get you the prem

ium
 you can afford balanced 

against the cover you need. Choosing the level of excess for each 
of your business policies w

ill depend on how
 likely you believe  

an event w
ill occur.
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Essentially, business ow
ners need to go through the sam

e sort 
of risk assessm

ent as insurers, considering an incident’s:

•
/LNHOLKRRG: Are w

e considering sm
all frequent incidents that

could easily be absorbed as a business expense or less likely
DWV�O

QTG�FCO
CIKPI�GXGPVU��NKMG�ƒTG�CPF�HNQQF!

•
&RVW: W

hat are the likely costs of repairs or restitution? Could
the business cover those expenses, or w

ould external funds
be needed?

•
6HYHULW\: W

hat w
ould be the other im

pacts on the business?
W

ould you be able to keep trading? W
ould your reputation

or ability to attract clients be harm
ed?

•
&RQWUDFWXDO�REOLJDWLRQV: Keep in m

ind that you m
ay need

to purchase insurance to satisfy contractual obligations
w

ith landlords, suppliers and custom
ers.

The best advice is to do your research on risks and insurance 
policies and to contact an insurance broker�EHZMWSV. They w

ill be 
able  to suggest policies, help you estim

ate risks and suggest a 
package VCKNQTGF�VQ�[QWT�PGGFU��HKPCPEGU�CPF�CRRGVKVG�HQT�TKUM�

6

3ULFH�YV�FRYHU
U

ltim
ately, every business ow

ner m
ust 

m
ake a call about how

 m
uch they’re 

w
illing to pay for insurance versus how

 
m

uch they’re w
illing to cover. There’s 

considerable peace of m
ind from

 
know

ing your business is fully insured 
against every eventuality –

 but also, 
potentially, considerable cost.

But com
pared to the cost of an incident occurring against a risk 

you decided not to cover? That’s a decision every ow
ner has  

to m
ake for them

selves.
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7KH�FODLP
V�SURFHVV

Suffering a loss is stressful. W
hether it is the theft  

of a com
puter w

ith sensitive com
pany inform

ation  
in a foreign country, inundation of flood w

aters  
or dealing w

ith a product recall, you just w
ant to get 

back to business as quickly as possible w
ith m

inim
al 

interruption.

To m
ake the claim

s process less frustrating, it is helpful to understand 
a little bit about how

 you and your insurer can w
ork together to ensure 

a good outcom
e. W

hatever happens, both policyholder and insurer are 
w

orking to get your FYWMRIWW back on track. 
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<RX�DQG�\RXU�FODLP
 

•
Stay safe.

•
Do w

hatever is necessary to prevent further loss
or dam

age –
 w

hile taking care to stay safe and
keep out of harm

’s w
ay.

•
Report loss or theft to police and get relevant report
num

bers

•
'SRXEGX�]SYV�FVSOIV�EHZMWSV as soon as possible.

•
Carefully check your policy for inclusions and exclusions.

•
Collect all relevant inform

ation (including proof
of purchases) for a speedy claim

.

7KH�LQVXUDQFH�FRP
SDQ\�DQG�\RXU�FODLP

•
6JG�KPUWTGT�QRGPU�C�ENCKO

�HKNG�

•
They begin the process of assessm

ent based on the
inform

ation you have supplied and have an assessor
estim

ate dam
ages.

•
1
SWX�MRWYVIVW�EVI�FSYRH by a G

eneral Insurance Code
of Practice to m

anage claim
s in an honest, fair,

transparent and tim
ely m

anner.

•
Your insurer m

ay appoint experts to conduct ‘m
ake-safe

repairs’, assess the quantum
 of dam

age and arrange for
TGRCKT�CPF�TGEVKHKECVKQP��+P�VJG�ECUG�QH�C�NKCDKNKV[�ENCKO

�VJG[
m

ay appoint solicitors to act on your behalf.
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$VVHVVLQJ�DQG� 
SD\LQJ�RXW�FODLP

V
O

nce a claim
 has been lodged, 

there are tw
o further steps  

in the process: 

1.
Assessing a claim

.

2.
Paying out a claim

.

$66(660
(1

7�

The insurer needs to m
ake a decision about each claim

:  
repair, rebuild, replace or, in certain circum

stances, offer a cash 
settlem

ent. If the claim
 is com

plex, it is likely that the insurance 
com

pany w
ill appoint a specialist assessor to decide the extent 

of the claim
. It is their job to ensure the claim

 is paid out under 
the term

s of the policy and determ
ine the scope of the w

ork. 

Insurance com
panies w

ill often have a list of tradespeople 
or other professionals to carry out any w

ork to m
eet building 

industry standards and act in a professional m
anner. 

0
QVCDN[��KH�[QW�CTG�KP�ƒPCPEKCN�FKTG�UVTCKVU�VJGP�KPUWTGTU�CTG�

required to fast-track your claim
. 

3$<,1
*
�2
8
7�&/$,0

6 

O
nce the extent of the loss is determ

ined, the insurer pays out 
the claim

. U
rgent funds m

ay be advanced before this to cover 
im

m
ediate and necessary repairs such as the need to stop 

w
ater com

ing into the business prem
ises. 

To ensure your claim
 proceeds sm

oothly you should retain all 
business receipts and proof of asset purchases in a safe and 
secure place.
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%URNHUV�Z
RUN�IRU�WKHLU�FOLHQWV��

1
27�IRU�LQVXUDQFH�FRP

SDQLHV

There are various industry safeguards to ensure insurance 
brokers ICKP�VJG�SWCNKHKECVKQPU needed to offer high-quality 
advice to our clients. 'SQ

Q
MWWMSRW�WLSYPH�FI�XVERWTEVIRX�

ERH�JYPP]�HMWGPSWIH�

•
The N

ational Insurance Brokers Association of Australia
has a strong &RGH�RI�3UDFWLFH that governs its m

em
bers’

conduct.

•
In Australia, insurance brokers are required to operate
w

ithin an Australian Financial Services (AFS) licence.
This im

poses OHJDO�REOLJDWLRQV�WR�DFW�H̪
FLHQWO\��KRQHVWO\

DQG�IDLUO\� and sets out certain requirem
ents w

hen
providing advice.

•
+PUWTCPEG�DTQMGTU�Y

JQ�RTQXKFG�ƒPCPEKCN�RTQFWEV�CFXKEG
to individuals and sm

all business m
ust m

eet P
LQLP

XP
P
DQGDWRU\�WUDLQLQJ�UHTXLUHP

HQWV�

•
Brokers should KROG�UHOHYDQW�TXDOL̨FDWLRQV such
CU�C�3

WCNKƒGF�2TCEVKUKPI�+PUWTCPEG�$TQMGT�
3
2+$�

QT�%GTVKƒGF�+PUWTCPEG�2TQHGUUKQPCN�
%+2�

•
The industry is RYHUVHHQ�E\�WKH�$XVWUDOLDQ�6HFXULWLHV
DQG�,QYHVWP

HQWV�&RP
P
LVVLRQ (ASIC).

10

%XVLQHVV�LQVXUDQFH�
EURNHU�DGYLFH
W

hen getting involved in a new
 

business, the risks and exposures 
are often clouded by optim

ism
  or 

inexperience. After all, you  don’t 
know

 w
hat you don’t know

.

8LEX�MW�[
LIVI�ER�MRWYVERGI�FVSOIV�EHZMWSV�MW�MRZEPYEFPI��

As insurance brokers, EHZMWSVW�w
e can use our experience in 

assessing risk to provide advice on the best cover  for our 
clients. O

ur responsibility is to understand our clients’ 
businesses and identify the pitfalls unique  to their industry, 
then provide a range of policy options. 
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1
HZ

�ULVNV�RQ�WKH�KRUL]RQ
-RWYVERGI�FVSOIVW�EHZMWSVW�[

MPP advise you on the appropriate 
insurance cover for your business such as w

orkers com
pensation, 

professional indem
nity, public liability or building insurance.

But increasingly, businesses are having to factor in extrem
e w

eather events or the changing technological landscape. 

•
&\EHUFULP

H�is rising and m
any businesses underestim

ate the disruption and costs involved in being a victim
�of

online crim
e. Consider your data protection m

easures and the reputational risk of a m
ajor hacking event.

Businesses need to get serious about cybercrim
e and brokers�EHZMWSVW can help you understand the risks.

•
([WUHP

H�Z
HDWKHU�HYHQWV are occuring m

ore often, regularly leading the new
s bulletins. A broker�EHZMWSV w

ill
analyse your�business’s exposure and ensure you have adequate insurance to m

eet your needs.

•
,QGXVWU\�WUHQGV�DQG�ULVNV m

ust be carefully w
atched and risks anticipated. W

hile you are responsible for your
business decisions, an experienced insurance broker�EHZMWSV can help you evaluate the risks m

ore clearly.

•
6XSSO\�FKDLQ�ULVNV�CTG�DGEQO

KPI�UKIPKHKECPV��CPF�VJG[ŨTG�PQV�NKO
KVGF�VQ�UJKRRKPI�CPF�CXCKNCDKNKV[��5WRRNKGTU�ECP

present reputational risk if their practices are unsafe or unethical.

•
7KH�&2

9,'����SDQGHP
LF�has m

ade us all aw
are of health, reputational and business continuity risks. Every

busines needs plans to cover such eventualities; w
hile they are unlikely to be needed, the current clim

ate show
s

how
 im

portant they are for any businesses’ survival
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&DVH�VWXG\�  
U

nderinsurance in rural 
Australia
%YWXVEPMEƅW�����Ɓ�����FYWLJMVI�WIEWSR�[

EW�FVYXEP�ERH�HIWXVYGXMZI��-XW�
EJXIVQ

EXL�[
EW�Q

SVI�XLER�PMZIW�PSWX�ERH�LSQ
IW�HIWXVS]IH��MX�EPWS�VIZIEPIH�E�

ƄREXMSREP�GVMWMW�SJ�YRHIVMRWYVERGIƅ�XLEX�LEW�TVSPSRKIH�XLI�VIGSZIV]�ERH�GEYWIH�
EHHMXMSREP�WXVIWW�and suffering.

It has em
erged that nearly tw

o-thirds (65 per cent) of the households affected 
w

ere uninsured. The picture for businesses is sim
ilarly grim

. An N
AB survey 

show
ed PGCTN[�VY

Q�VJKTFU�QH�HKTO
U�Y

GTG�CHHGEVGF�D[�VJG�DWUJHKTGU��/
QTG�VJCP� 

60 per cent said the im
pacts w

ould continue into 2021. 

It’s im
portant to note that these shortfalls aren’t sim

ply a result of negligence 
or unw

ise risk-taking. 8LI�GSWXW�XS�KIX�E�FYWMRIWW�FEGO�SR�MXW�JIIX�JSPPS[
MRK�E�

PSWW�EVI�GSQ
TPI\�ERH�MQ

TEGXIH�F]�Q
ER]�JEGXSVW�XLEX�EVI�SJXIR�RSX�GSRWMHIVIH�

F]�E�71
(�S[

RIV� 

Building codes have becom
e m

ore stringent and construction costs can 
increase after a disaster thanks to the surge in dem

and for builders  
and m

aterials. 

%�REXMSREP�HMWEWXIV�VIGSZIV]�TSPMG]�MW�RIIHIH��&YX�MR�XLI�Q
IERXMQ

I��GLIGO�[
MXL�

]SYV�MRWYVERGI�FVSOIV�EHZMWSV��XS�KIX�E�VIEPMWXMG�TVMGI�JSV�HMWEWXIV�VIGSZIV]��
ERH�GSRWMHIV�MRGVIEWMRK�]SYV�MRWYVERGI�XS�GSZIV�MX�
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Choosing the right insurance cover 
to protect your business is vital.
In an age of clim

ate change, technological advance and increased 
corporate regulations, understanding and assessing the risks and 
exposures facing your business can m

ake you feel like you have  
to be across a gam

ut of issues. 

But it’s a decision you don’t need to m
ake on your ow

n; contact 
your insurance broker�EHZMWSV for the advice and assistance you 
need. 
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