You Need
Professional
Indemnity
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What is professional
indemnity insurance,
and do you need it?
If part of your job is offering advice as a service,
you need professional indemnity insurance.

Professional indemnity insurance protects
you and your business from unintentional
negative consequences based on advice you
provided as part of your service to a client.

To determine if you need professional
indemnity insurance, ask yourself
these three questions:
Is your work skilled and do you charge
a fee for service?
Did you receive formal training or hold
qualifications for this skill?
Are you a member of an organisation
that regulates or sets standards within
a respected industry?
Could you be liable for the actions of
third party consultants that you subcontract?
If you answered yes to any of these,
then you will need professional
indemnity insurance.
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Why Do You Need It?
Professional indemnity insurance offers cover for your
defence costs from when you receive a claim through
to the end of a court trial. Did you know that the legal
expense of defending a claim could amount to more
than $100,000 and, in some exceptional (but not
uncommon) circumstances, millions of dollars?
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If a claim is made against you and
you do not have professional
indemnity insurance, you might
have to pay your own legal costs,
the costs of settling the claim or an
award of damages made against
you by a court, and even the
claimant's legal costs. Failing to
manage claims quickly and
appropriately can damage your
client relationships.

By having professional
indemnity insurance,
this will give you
confidence to do what
you do best without the
financial stress.

When your service is your
livelihood, don’t take the
risk. Professional indemnity
insurance is relatively costeffective when compared
to the possible outcome of
not being covered.
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"When your service
is your livelihood,
don't take the risk"
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How Much Does It Cost?
Insurance that you take out for your business shouldn’t be off the shelf.
For professional indemnity insurance, there are many things that an
insurance company will assess when proposing a cost, such as:

The nature
and scope
of your
business
advice

Larger companies tend to face more complex risks and
financial consequences are usually more significant. If
you have just a handful of people you employ, your
insurance may cost less than someone who runs a
multinational corporation with hundreds of employees.

The
turnover
and size of
your
business

Businesses with a high turnover will likely pay more for
their insurance than those that generate a smaller
income as their financial risk is greater due to the
volume and complexity of work.

Your
industry

The insurer will assess your business’ industry, your role,
and the levels of risks involved. They will also take into
account the value of the estimated claims that could
be made against you.
Certain industries may already have a benchmark that
determines the level of cover that’s suitable (and in
some cases, this is mandatory).

Your claims
history

The insurance provider will also consider the number
and value of claims your business has made in the past.
Basically, if you have a history of claims, your premium
may increase.
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We know you are all looking for the
actual dollar amount, but truth be told,
the spectrum could be anywhere
between X and X. If a broker or insurer
is pedalling a cookie-cutter cover for
your business, be wary.
The bright side is that there is a way to
make your business look like a
preferable risk to insurance companies.
This means insurers are likely to offer
you a more competitive price (or in
some cases, accept your risk at all).
We always recommend partnering with
an experienced broker to not only find
appropriate cover but also to best
represent you to insurers (there is an art
to this that not all brokers practice).
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The Market Cycle Explained
You don’t
pick your
insurance,
the insurer
picks you.

You read that right. Professional indemnity
insurance is currently a highly competitive space
for clients. Insurers are in a position to pick and
choose who they cover, giving them the power
to increase prices and tighten their cover criteria.

The insurance market is cyclical, moving through hard and soft markets. The
current hard market situation means that costs of premiums are increasing,
capacity is decreasing, and underwriting criteria is becoming more stringent.
Underwriters now require more information than just your loss history and
financial records. Before offering cover, they need to be convinced that
underwriting your business will be a risk worth taking. So, how you and your
business are presented to insurers makes all the difference. Not only with the
price you are offered, but if you are approved for cover at all.
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The Market Cycle

A Seller's market

Strong Profits
Capital flows
into market

Rates rise strongly
Risk selection
rejects some
activities and
industries
Market capacity
eroded

Hard Market
(Expensive)

Insurance Cycle

More large
events and poor
investment
returns
Rates start
to rise

Soft Market
(Cheap)

Insurer realisation of
losses

Rates start
to fall
Insurers chase
market share
Rates go
into freefall
Big storms, poor
investments returns
claims inflation
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The Role Of
The Broker
Aside from giving you a seamless
experience and ensuring you are
appropriately covered, the broker
also acts as your representative in
the insurance world.
In a hard market where insurers
have the upper hand, a broker is
your intermediary and advocates
for you in areas where you can’t.

A broker will also:
Work on your behalf to best
present your application to
the insurer. A good broker
will know how to present
your business so that you
are seen as a favourable risk
over your competitors.

Provide you with the tools and
thorough information to make
informed decisions.

Negotiate a more affordable
coverage for you and your
business.

Ensure you have the correct cover
to continue your operations with
confidence and remove the
complexity and overwhelm that
may come with trying to
understand insurance jargon.

Keep you updated on the
changes in rates, policies and
the market before they happen.
Help problem-solve to see
what actions can be taken to
minimise the cost impact on
your business.

Review your policies periodically
to ensure your insurance keeps up
with your circumstance.

Manage your claims effectively
and take the pressure and
uncertainty away from the
process.
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"East West Insurance Brokers
have helped thousands of
businesses around Australia
find a fitting level of
insurance cover for business
owners like you."
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Failed Design
John is an engineer and runs his own engineering
firm of under ten employees. He purchases a
general business insurance under the impression
that it is sufficient to provide cover for his small
company.
Fast forward a few years and John’s company has
completed their biggest project yet. They have been
working on a five-storey apartment building in the
heart of Brisbane CBD. Upon completion of the
apartment block, it turns out that while the result
was aesthetically pleasing, defects began to appear
throughout the building. Both the architect and the
builder said that John's engineering infrastructure
caused the defects. The building had to reopen for
construction, much to the developer’s dismay. This
issue caused the developer hundreds of thousands
of dollars' worth of damages and they held John’s
firm liable.
John had purchased a business insurance package
directly from an insurer but this only included a
general public liability policy and not professional
indemnity insurance. He believed he would be
covered, but when it came to claim he was left
without the cover that was critical to his work.
John’s business is now facing detrimental financial
repercussions and will need to pay off the claim and
other legal fees out of his own pocket, not to
mention the irreversible reputational damage if he
is found liable and potential clients hear about this.
Had he gone through a broker, he would have been
advised on the most suitable insurance plan for his
business. The broker would have tailored a
comprehensive package for John’s business that
covers the risks in the event of a claim. The broker
would have also been there to provide advice and
guidance through the claims process, removing
some of the stress and uncertainty.
Page 13

Well Covered
Risk
Assessment.

X Group is a company that is involved with the
design, manufacture, and installation of facades to
large and multi-storey buildings.
When meeting with them, X Group made it clear
that they needed to be confident that we
understood the risks they are involved in, and that
our company and network had the capabilities and
experience to help their business.
X Group noted that they approached us because
they had experienced an increase in their
professional indemnity renewal premium by
several hundreds of thousands of dollars, which
was completely unacceptable to them and put
significant pressure on cashflow.
They were also facing pressure from various
principals to show that X Group was appropriately
insured, and EWIB was asked to find alternative
cover within a short timeframe.
EWIB immediately took the initiative to
understand exactly what the company does and
which risks required mitigating. We presented the
company in a favourable light with insurers, thus
ensured premiums were commercial and policies
met contractual expectations.
Through this process we were able to negotiate a
better excess structure and a considerable
reduction in premiums compared to their initial
renewal premium. The client was ecstatic and
EWIB has been working with them ever since.
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Summary
Don’t be caught out trying to play the insurance game.
Working with a broker takes an enormous amount of pressure off your back. We
speak from experience when we say how important it is to select a good broker.
Not only one who understands insurance, but someone who can speak your
language, is friendly, and who has your back.
At East West Insurance Brokers, we offer obligation free risk assessments so that
we can offer our advice for free. It is up to you from that point what you do with
that advice, but of course we would love to be a part of our journey.
If you have any questions at all about professional indemnity insurance, or any
insurance for that matter, we can partner you with a great broker to help.

We understand it can be complex and
sometimes overwhelming, and many of
you will not have time to properly learn
about the types of insurance you need, let
alone read and understand the potential
policies and advice given to you.
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You can reach us via:
Email: hello@ewib.com.au
Phone: 1800 809 132
Website: www.ewib.com.au
LinkedIn: /east-west-insurance-brokers-pty-ltd

