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INSURANCE FOR BUSINESS - A CHECKLIST

Why take out insurance for your business?

Running a business is risky, and often involves putting your own finances at risk. Trying to work out what insurance
you need when starting out or even afterwards is difficult. However, running a business with basic insurance is a
smart way to manage the risks and reduce uncertainty.

I What to insure and for how much? If you’re starting out, working out what to insure against before you’ve even
made a profit is hard. Will you insure for every possible risk, or just the most likely? Which are more likely in your
business? How much cover do you need? If you over-insure you waste money, and if you under-insure and then
make a claim, the insurance company can reduce what they will pay you. This information sheet lists the common
risks you can insure for and suggests how to get the best deal.

Insurance brokers — a source of expert advice

| Use an expert —An insurance broker is a professional insurance expert who will represent your
interests if you have to make a claim. This contrasts with an insurance company or insurance agent
who may act in their own interests or those of the insurance company. The more insurance
companies your broker has access to, the more likely it is they can offer you an effective policy at the
best price

About McKenzie Ross Insurance Brokers:

McKenzie Ross is a respected, CBD based insurance broker specialising in the needs of small to
medium sized businesses throughout Australia. The success of the Company and the relationship
between broker and client is a sign of high service standards set at McKenzie Ross.

Since 1991 the Company has been delivering expert insurance and risk management advice to our clients across a
full range of insurance products including-

Commercial Insurance Packages

Retail Insurance Packages

Building Trades

Management and Directors & Officers Liability
Professional Indemnity & Information Technology Liability

Event & Entertainment Insurance
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l Insurance for business Types of insurance policies
(‘Essential’ and ‘worth-considering’ are just a guide. Make your own assessment in conjunction with
your Insurance Broker based on your needs.)

Compulsory Policies

Cover Against

Worker Compensation
Insurance
(Workcover/Worksafe)

Claims from the death, injury or iliness of employees arising from their
employment. Includes legal costs.

Third Party Insurance
Transport Accident
Commission (TAC)

Third Party Bodily Injury Cover from the operation of your motor
vehicle. Insurance purchased when you register your vehicle.

Essential policies

Cover Against

Fire and perils

Damage to buildings or contents by fire, lightning, explosion, malicious
damage, earthquakes and storm. Most policies don’t cover flood.

Burglary Theft involving violent, forcible entry, loss or damage to stock, and
contents. Does not normally cover theft by employees.

Money Theft of cash and items such as postal orders, cheques and stamps from
business premises or while in transit.

Glass Cover for all internal &/or external breakage of glass — can include
damage to stock, may be compulsory under lease.

Public liability Third parties suing you for personal injury or property damage they

sustain while on your property if you're negligent.

Products liability

Claims of goods causing injury or damage. If you sell, supply or deliver
goods, even if you repair goods or supply them as a service.

Industrial Special Risks (ISR)

Combines fire, burglary, accidental damage and other risks into one
policy. Generally suitable for business with sum insured over $5million.

Commercial/Retail Packages

Suited to SME office/factory/shop risks can combine fire, burglary, glass
and public liability into one policy.

Professional indemnity

If you supply advice you can be sued for financial loss due to errors or
omissions.

Information Technology
Liability

Insurance designed for Information Technology providers, combines
Professional Indemnity and Public Liability covers.

Personal accident, illness or
disability / Income Protection

Your inability to work and loss of income. Unless you are an employee
of a registered company, Workers Compensation won't apply.

Motor insurance

Various covers available including own and third party damage or third
party damage only. Various excesses and policy benefits available.

Worth considering

Cover against

Business interruption
(Loss of Profits)

Provides cash flow based on expenses and expected net profit if
business is interrupted by damage to property by fire or other perils.

Employee dishonesty or
Fidelity guarantee

Loss of money or goods due to the fraudulent or dishonest conduct of
an employee for their own or other persons or organisations.

Directors and Officers Liability
/Management Liability

Cost of civil legal action if directors and officers are sued for negligence
carrying out their duties and responsibilities as directors or officers.

Employment Practices
Liability

Claims and legal costs by employees for employment-related
allegations. Examples: sexual harassment, wrongful dismissal.

Unregistered equipment

Insures unregistered machines such as backhoes, excavators and
diggers for damage as well as theft.
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Worth considering cont/...

Cover against

Electronic equipment
breakdown

Cost to replace computers and data re-entry after an insured event e.g.
afire.

Machinery breakdown /
Engineering equipment

Loss due to fusion (‘burning out’) of electric motors can include
breakdown and explosion.

Perishable food or stock
deterioration

Cost of replacing food or other stock due to refrigeration or power
failure.

Domestic Builders Warranty

Required for all Domestic licensed builders on each property the
build/renovate. Policy set by government legislation.

Commercial Builders
Structural Defects

Necessary for all Commercial builders who hold a current licence.

General property

Loss of tools of trade or profession, stock in trade and office contents,
whether they are at or away from the premises.

Goods in transit

Loss or damage to your property while in transit, either within Australia
or overseas. This can also include laptops used in your business.

Tax audit

If you’re audited by the Australian Tax Office, covers the cost of your
accountant preparing information required to a fixed sum insured.

Trade credit

Losses causes by bad creditors.

Product recall

Cost of recalling a product, except for malicious acts, such as food
tampering.

Weather

Loss of crops, trade or an activity not going ahead because of weather.

Entertainment/Function

Cancellation or abandonment of an event following a specific loss eg,
poor weather, illness/injury to headline act.

Aviation

If you own aircraft provides cover for damage to the craft and bodily
injury to passengers and other third parties.

| Life Insurance & Related Products.

Income protection insurance

Loss of income to the age of 70 by disability. This is an allowable
personal tax deduction. Often confused with Workers Compensation.

Key person insurance

Death or long-term disability of a ‘key person’, usually someone vital to
the continued running or profitability of the business.

Life insurance

Provides a lump sum to your family in the event of death. Commonly
used to repay debt and provide ongoing income.

Total & Permanent Disability
insurance

Lump sum payment if you can never work again due to disability or
illness. Often used to repay debt and provide ongoing income.

Estate Planning

Wills, powers of attorney, trusts. Putting the clients best tax position on
the event of death ensuring ease of management and transfer of assets.

Succession Planning

Ensures the continuity of a business by planning for the exiting of an
owner, voluntarily or involuntarily, can provide funding strategies.

Buy Sell insurance

Death or disability of a partner in the business. Used to fund the
purchase of the deceased partners.

I Investment Advice & Financial Security. The following investment strategies are worth consideration
depending on your individual circumstances.

Superannuation

Retirement investment vehicle. Tax advantageous. Needs specific
attention to investment structure and potential tax deductible
contribution.

Financial Planning

Encompassing all aspects of wealth creation, wealth protection,
retirement planning, estate planning and tax planning.
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Other Insurance Tips

I What insurance do | need by law? If you employ staff, by law your business needs Workers Compensation Injury
Insurance in case they’re injured. If you’re an employee of your own incorporated company, you’ll need Workers
Compensation Insurance to cover yourself. If you're a sole trader or in a partnership, you’re not eligible for Workers
Compensation Injury Insurance. Sole traders and partnerships should consider Income Protection insurance. Even
though not legally required, operating without a Public Liability policy for the business is not recommended.

IYou can tailor a policy to suit your business Insurance policies can be changed to suit your needs. If a policy
doesn’t cover a particular risk in your business, you can ask to have a separate clause added to the policy. To save
money and avoid buying policies you don’t need, consult with an insurance broker or get quotes from several
insurance companies.

I Packaging several policies together is generally cheaper Try to buy your insurance from a company normally
offering business insurance instead of one selling mainly domestic insurance. Combined types of insurance (small
business ‘packs’) are available. Some examples of these are commercial, retail, industrial, office, trades, and business
vehicle insurance

I What is ‘under-insurance’? When you take out a policy for a certain amount of cover, and it’s less than the value
of what’s being insured, the insurance company can (legally) reduce what it pays you for any claim, including small
claims. Insurance companies use different ways to work out how much they’ll reduce a claim by if you’re under-
insured. Check your policy for details.

I "Claims Made’ & ‘Claims Occurrence’ Policies under an Occurrence policy, the policy in force on the date of the
event causing the loss the insurer must respond with both defence and indemnity. Under the Claims Made policy,
the date you become aware and inform the insurer of the claim or potential claim is important and the insurer must
respond with both defence and indemnity.

I Premium Funding Your broker can generally arrange premium payment by instalment using your insurance as
security. This is done with a deposit premium and then 9 (or more or less as suits your requirements) monthly
withdrawals from your nominated account. This can assist in managing your business cash flow.

We trust this information has been of assistance to your business and look forward to discussing
your insurance requirements with you in the future.

Contact McKenzie Ross today:
P: 03 9691 2222

F: 03 9602 4484

E: info@mckenzierioss.com

W: www.mckenzieross.com



