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What typically does a reinsurance policy not cover?
As a reinsurance policy is designed to cover an insurer’s insurance policy there should be no omissions 
or differences between the two, so the reinsurance policy should not have any areas that will not pay--
out in the event of the insurer needing to payout themselves. If there are discrepancies then the insur--
ance company can get into real trouble as they may not be able to claim monies they need to sa sfy 
the claims they are receiving.

Addi onal insurance products that policy holders might need in this area
Reinsurance is a situa on of insuring the insurer. Each insurance class can be covered by reinsurance 
but there is no reason to have extra insurance from the reinsurance company. As reinsurance rates can 
be quite high, no addi onal insurance products are necessary.

Additional coverage for this type of policy
Addi onal coverage doesn’t really apply to reinsurance as each policy has set criteria that must be met 
for the reinsurance policy to be fulfilled. This is a form of niche, wholesale insurance that has no prec--
edents and all polices have to be redesigned specifically for each eventuality. 

What will reinsurance typically cost?
You can’t put a price on reinsurance because it is purely up to the reinsurance company how much they 
want to cover the risks. Reinsurance companies basically dictate the prices of the insurance business as 
a whole by their reinsurance demands. Ul mately, this cost is passed onto the consumer and their retail 
policies. Each reinsurance agreement is tailored specifically to the insurers needs. Every insurance class 
conceivable can be covered by reinsurance.

Insurance And KnowledgeSummer  2009  Issue 3 
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Reinsurance 
Insurance Explained

Have you ever wondered who insures the insurance companies? This 
is the job of the reinsurance company. If an insurance company does not wish to bear 
the full risk of their poten al liabili es they can get insurance themselves from a re--
insurer. Re-- insurance companies only deal with wholesale policies in this way 
and never sell retail policies to the public. The insurance company pays the 
reinsurer a premium for bearing this extra risk. Reinsurance is designed as 
a way of genera ng easy capital for the reinsurance company as claims 
a r e rarely made by the insurer unless a large event or incident oc--
curs.

Who needs reinsurance? 
Reinsurance is designed specifically for insurance 
companies. Reinsurance is necessary to spread 
risk in areas where the insurance company has a 
chance of making significant losses in the event 
of a significant incident like a major terrorist at--
tack. Even in less significant of circumstances 
insurance companies s ll look to offset some of 
their risk so they are confident they can always 
pay out claims without any danger of insolvency.

What typically does a reinsurance 
policy cover?
Everything that the insurer covers in a standard 
insurance policy, this is covered by reinsurance. 
Reinsurance policies have to be iden cal to the in--
surer’s policy for reinsurance to work effec vely. 
As an example, if a home insurer does not insure 
pensioners, the reinsurer has to insure them also. 
This is because the insurance company needs to 

be able to make a claim in the event they have to 
payout a claim to their clients.
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This same issue also arises if you switch insurers. If 
you switch insurers and someone makes a claim 
against you from a me you were with your 
old insurance company, your new insurance 
company will not protect you. You old in--
surance company will also not protect 
you as your insurance will have 
expired. Be 
mindful of 
this when 
switching in--
surance compa--
nies and ask 
your new in--
surer what 
provis ions 
they have 
in the 
e v e n t 
of this 
occur--
ring.

Addi onal insurance products that policy holders 
might need in this area
Business insurance is an extra safety net that you 
can u lize in the event of a claim as it will provide 
extra legal cover. Public liability insurance will also 
cover you in the event of an injury to a member of 
the public at your place of business resul ng from 
negligence. This is very useful if you have a great 
number of employees or numerous work premis--
es you cannot specifically monitor on a day-to-day 
basis.

Addi onal coverage for a pro--
fessional indemnity insurance 
policy
As men oned earlier, profes--
sional indemnity insurance may 
only come into play many years 
a er an incident has occurred. 
Because of this ensure you are 
s ll covered for liability even af--
ter you re re as you want to be 
covered in the event of any legal 
ac on.

What will professional indem--
nity insurance typically cost?
Professional indemnity insur--
ance is usually determined by a 
percentage of your company’s 
total legal spend. The size of the 
percentage is wholly dependent 
on your industry and the likeli--
hood your company will be tak--
en to court and the insurer you 
choose to go with. Professional 
indemnity insurance rates range 
from 0.5% of your total cover to 
1%.
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At your place of 
business you want 
everything to go 
smoothly. You want 
to your clients to 
get the most out of 
your company and 
in return you want 
their return cus--
tom. Occasionally 
there are situa ons 
that arise where a 
client of yours may 
hold you liable for 
a piece of advice 
you have given 
that have caused 
them financial 
loss. Professional 
indemnity insur--
ance protects you 
and your company 
against instances 
like that.

Professional Indemnity
InsuranceExplained

Who needs professional indemnity insurance? 

Financial professionals rely on professional indemnity insurance to 
be able to operate their business. Accountants, financial planners, 
private bankers, all legally require professional indemnity insurance 
to ensure that they are protected and are not bankrupted by any 
legal ac on caused by their advice.

As professional indemnity claims may arise from any situa on 
where a client loses money as a result of a professional mistake, 
professional indemnity insurance is also recommended to a whole 
number of other industries. Architects, engineers, graphic design--
ers or anyone that takes a fee for service and de--
livers a product that a client relies upon is a 
candidate for professional indemnity insur--
ance.

What typically does a professional in--
demnity insurance policy cover?

Professional indemnity insurance basically 
insures you against your skill. Some clients may 
have made a financial loss from you services to them. Professional 
indemnity insurance covers you for any legal costs that may arise 
from the client filing a lawsuit against you. You are also covered for 
any poten al compensa on in the event of losing the lawsuit. 

What typically does a professional indemnity insurance policy not 
cover?

Many professional indemnity claims come some me (many years 
even) a er you have provided the service to your client. As profes--
sional indemnity policies expire when they are cancelled you may 
not be covered if the claim is made a er you cancel the policy even 
though you may have re red already. You may have to keep you 
professional indemnity insurance current for several years a er 
you re re.
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       What typically does a life insurance policy not cover?

Term life insurance is a contract with the insurer based on a specific me frame. If you die soon a er 
the expira on of the contract your beneficiaries receive nothing. Life insurance companies normally 
won’t issue a policy if you have a pre-exis ng condi on so once you have a policy a claim is more or 
less guaranteed in the event of death. 

Addi onal insurance products that policy holders might need in this area
Life insurance only covers you in the event of death. There are some other ben--
efits that can be realized when you are s ll alive but those are minimal. To truly 
ensure that your beneficiaries are catered for in the event of an issue you will 
want to be fully up-to-date with your medical insurance and your disability in--
surance.

Addi onal coverage for a life insurance policy
The amount you pay as a pre-- mium dictates the guaranteed amount received 
in death. Addi onal coverage is only determined by addi onal premiums giving 
you addi onal funds in the event of a payout. Your life insurance cover should 
reflect how much you need to secure your beneficiaries financial future. This 
sum may change when you buy a house, or have a child, so review the amount 
of cover you need on an annual basis to ensure you have adequate coverage at 
all mes.

What will life insurance typi-- cally cost?

Life insurance varies from insur-- er to insurer and also varies depending on the 
style of policy you opt for. Term life insurance is generally cheaper than per--
manent life insurance but the number of benefits to you is lower. Permanent 
life insurance actually works out to be cheaper over the course of many years 
as you actually receive cash value a er a certain me, and that cash value 
can offset your premiums. Life insurance is cheap when you are young so start 
young and you will reap the rewards of cheaper insurance as you get older.

LIFE Insurance
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LIFEInsurance
For those who feel responsible for their partners, or have dependents that they wish to keep financially 
secure, life insurance offers the opportunity to give something to loved ones a er passing away. Life in--
surance is a financial vehicle that can act as investment, savings account and as a security all at once.

Who needs life insurance? 

Life insurance is not mandatory but most people choose to have life insurance as it offers a way of se--
curing the financial future of your dependants a er you have passed away. When a person passes away, 
if they have le  a will their assets are passed on to their beneficiaries. What many people don’t realize 
is that liabili es are also passed on in the same way. Some money lenders may waive debts in the event 
of death but some pursue the beneficiaries of the deceased estate. Life insurance normally can pay out 
outstanding mortgages, any outstanding business debts and even outstanding school fees.

See the most common questions answered about life insurance.

What typically does a life insurance policy cover?

Life insurance comes in a number of forms but 
broadly there are two types, permanent life in--
surance and term life insurance. Permanent life 
insurance give you guaranteed death benefits 
even if you become ill shortly a er applying for 

your policy. A permanent life insurance policy also 
has cash value so you can draw down from that 

sum if you wish, however, this does affect 
your payout on death.

Term life insurance also has a guaranteed 
death benefit for your beneficiaries but has 

no life me cash value. You are also only 
covered for the specific term of the policy.

Once you have begun paying premiums, and 
as long as you con nue paying them, you are 
fully covered in the event of death.
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Flood Insurance: Flood insurance is a specific type 
of insurance that provides coverage for flood dam--
age. It is provided through insurance companies 
that par cipate in the Na onal Flood Insurance 
Program (NFIP), a partnership between the Fed--
eral Emergency Management Agency (FEMA) and 
the private insurance industry. It offers protec on 
from the home and personal belonging related to 
flood damage. Most people purchase this type of 
insurance because they live in a flood hazard area 
or want protec on that basic homeowner policies 
do not offer. 

Hazardous Sports Policy: This policy provides 
coverage for medical expenses from engaging in 
poten ally hazardous ac vi es like scuba diving, 
bungee jumping, rock climbing, etc. 

Homeowner’s Insurance/Policy: A homeowner’s 
policy combines hazard insurance with personal li--
ability insurance (due to negligence) and provides 
a legal defense in the amount of the purchased 
policy. There are several types of basic policies in--
cluding H0-1, H0-2, H0-3, H0-4, H0-5 and H0-6. 

H0-1 is basic homeowner’s policy which covers 
your house and possessions against 11 different 
perils). 
H0-2 (broad homeowner’s policy which covers 
your house and possessions against 17 different 
perils. 

H0-3 (special homeowner’s policy, covers all perils 
except those specifically excluded by your policy, 
H0-4 (renter’s policy which covers 17 perils and 
includes liability coverage. It doesn’t insure the 
home itself. 
H0-5 is an extensive homeowner’s policy which 
covers damage from everything except earth--
quakes, floods and wars. 
H0-6 provides personal property coverage, liabil--
ity and specific coverage of improvements to the 
owner’s unit. 
Life Insurance: Insurance that provides coverage 
for an individual’s life and is paid to a beneficiary 
at the me of the insured’s death. There are vari--
ous types of life insurance including whole life, 
variable.

Accidental death provides coverage that is equal 
to the face value of the policy upon your acciden--
tal death. 
Whole life insurance provides coverage for a per--
son’s whole life instead of for a specific me. 
Variable life insurance provides payments based 
on the insured’s investments’ performance. 
Liability Insurance: This insurance provides com--
pensa on to others for damage to their property 
or their person a er it is found that you’re legally 
responsibility for such damage.

Travel Insurance:  Specific insurance that provides 
coverage for emergencies while traveling includ--
ing illness, baggage loss, and accidental death/
dismemberment. It may also include trip cancel--
la on refunds. 

In conclusion, there are several types of insur--
ance available to consumers. Each one provides 
different types of protec on. Before choosing 
your next policy, evaluate you and your family’s 
needs and make a sophis cated policy decision 
that takes these needs into account.
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Additional coverage for 
a construction insurance 
policy

In construc on, there are nu--
merous contractors that will en--
ter your construc on site. How 
do you know how many are on 
your site at any me and are 
they the same contractors work--
ing from day to day? A standard 
policy may only cover your im--
mediate workforce and specific 
contractors. Ensure your policy 
covers all the people who po--
ten al enter your construc on 
site.

Insurance
Types Defined

If you’re like most people, you probably own all types of insur--
ance. Health, car, life, travel and even home insurance (only to 
men on a few). Although you may own them, you might not 
understand what each one entails. Don’t fret because we’re 
here to help. In this brief ar cle, we will provide you with a 
comprehensive descrip on of various types of insurance and 
discuss some very important terminology associated with each 
type. A er reading this ar cle, you’ll have a be er understand--
ing of the insurance industry and your policy. So, get comfort--
able and get ready to learn!

Car/Automobile Insurance: Car/
Automobile is basically insur--
ance that combines both physi--
cal damage coverage and liabil--
ity insurance for claims arising 
out of owning or u lizing a ve--
hicle. There are various types of 
automobile insurance including 
collision insurance, bodily inju--
ry, comprehensive, medical pay--
ments (no fault), and uninsured 
motorist. 

Collision insurance protects in--
sured against physical damage 
to their vehicle caused by over--
turning it or hi ng another ve--
hicle or object.

Bodily injury provides protec--
on if you injure or kill someone 

while driving or opera ng your 
car.

Comprehensive coverage pro--
tects against physical damage to 
your vehicle caused from non-
collision or overturn damage 
(the , fire, vandalism, etc). 

Medical payments or no fault 
pays the medical expenses of 
the injured driver and passen--
gers and also if you’re an injured 
pedestrian.

Uninsured motorist coverage 
protects you and your passen--
gers against damage caused by 
motorist that would be legally 
obligated to pay but have no in--
surance.

Earthquake Insurance: Insurance 
that specifically protects your 
home and possessions against 
earthquakes.

   What will construction 
insurance typically cost?

Construc on insurance is usually 
a percentage of your total con--
struc on budget. The size of the 
percentage is wholly depend--
ent to the scope of the project 
at hand. You may find that a 
small house may be around 1% 
of your total cover whereas a 
high rise block may be over 5%. 
The exact percentages are then 
determined by the level of cov--
erage required and the insurer 
you choose to go with.
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Construc on insurance 
also covers materials and ma--
chinery on the construc on site 
in the event of an accident, fire 
or the . Due to the high cost of 
building materials in the current 
economic climate, the the  of 
building materials is ge ng 
more commonplace and gives 
a good reason why you should 
opt for construc on insurance.

Construc on insurance is an es--
sen al purchase for any builder, 
contractor, and construc on 
company or construc on man--
ager. Considering the fickle 
nature of the construc--

on industry, in--
surance can be 
comprehensive 

Who needs 
construction insurance?

and cover a mul tude of possi--
ble problems. The cost of solv--
ing these problems is normally 
many mes the cost of the in--
surance premium. This is why 
construc on insurance is an 
essen al part of a construc on 
budget.

Even on a very basic level, con--
struc on insurance covers all 
construc on equipment and 
property in the case of acciden--
tal damage, the  and weather. 
For the workers on the con--
struc on site, full liability cover--
ing medical and legal costs and 
subsequent workers compensa--

on is also 

What typically does a 
construction insurance 
policy cover?

covered. Regardless of the size 
of your project and the number 
of people on your team, you 
can have peace of mind by have 
a complete construc on insur--
ance package.

The transporta on of build--
ing materials from warehouse 
to building site is not normally 
covered but some of the be er 
insurers are now covering this 
as stand-- ard. Construc on 
i n s u r -- ance does not 

cover any extra 
costs incurred 
due to delayed 

comple on of the 
project regardless of 

the reason for delay.

Additional insurance 
products that policy 

holders might need in 
this area
Construc on insurance 
insures the property un--
l it is built but does not 

cover subsequent problems the 
building may experience due to 
errors in workmanship. If you 
want total security surrounding 
any construc on you are liable 
for, then you should take out 
professional indemnity insur--
ance in the event you need to 
fix the property or the problems 
with the property have caused 
any injuries.

What typically does a 
construction insurance 
policy not cover?
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Additional coverage for a business in--
surance policy
In business some of the most valuable items 
are not pieces of equipment or property but 
paper that contains valuable informa on. 
You can get extra coverage to ensure that in 
the event of damage or loss you can easily 
replace all your documents. Other coverage 
that may come in useful is incorpora ng any 
intellectual property you have in with your 
business insurance. This will ensure that you 
will suffer only minimal technical or intelli--
gence losses to your business.

What will business insurance typically 
cost?

Business insurance is usually a percentage 
of your total insured cover. The size of the 
percentage is wholly dependent the indus--
try you are in and the risk factors the insur--
ance company believes to be true for your 
business. You may find that a smaller white 
collar business have a percentage around 1% 
of your total cover whereas large businesses 
who many staff members and a ‘dangerous’ 
industry may see premium at 4-5%. The ex--
act percentages are then determined by the 
level of coverage required and the insurer 
you choose to go with

CONSTRUCTION 
Insurance 
Explained

Construc on sites are inherently danger--
ous places. This is why construc on insur--
ance is an important policy to have if you 
own, run or manage a construc on site. Also 
known as Builders Risk Insurance, construc--

on insurance provides safeguards for you 
as an employer against your construc on 
workers being injured on site. Construc on 
insurance does not exempt you from main--
tain a safe workplace. Usually, construc on 
insurance policies only pay out if a strict 
set of health and safety guidelines are fol--
lowed.
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Business insurance is absolutely necessary for any 
business owner who wants to have protec on for 
their business from legal ac on and from damage 
or the  of their business property. Many small to 
medium enterprises are vastly underinsured in this 
area as they try as save money. Usually, these same 
businesses fail as they have insufficient funds to de--
fend themselves in a court ac on, or can’t afford to 
replace all the equipment they had stolen. 

Business insurance is absolutely necessary 
for peace of mind.
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Who needs business insur--
ance?

What typically does a business insurance 
policy cover?

Business insurance has a broad set of inclusions as 
standard. You should be covered for accidental dam--
age, loss or the  of property from your business. 
You should also be covered for liability from your 
employees, contractors or business partners and all 
legal, medical and compensa on costs will be also 
be covered. 

What typically does a business insurance 
policy not cover?

A typical insurance policy will give you a fair amount 
of cover in areas where you will need it but each 
industry is different and each business is different. 
Find out if your par cular business will be covered 
by basic business insurance policies. You will find 
that if you are in a primary industry like farming 
and fishing you will need specialized cover. If 
you are in high risk industries like avia on, 
engineering, construc on or the military 
then you will invariably not be covered by 
a basic policy.

Depending on your par cular type of busi--
ness, you may need professional indemnity 
insurance and public liability insurance. Pro--
fessional indemnity insurance will protect 
you from mistakes you make in the course 
of your business that cause a financial loss 
to another individual or company. Public li--
ability insurance covers you against injury 
caused to any member of the public at any 
of the premises of your businesses.

Additional insurance products that 
policy holders might need in this 
area

For
a better
life

Insurance



Page  80

Additional insurance products that policy 
holders might need in this area
No addi onal coverage would be needed as cov--
erage is complete and comprehensive. Some 
airports and aircra  may also have an addi onal 
avia on policy to supplement their cover but of--
ten it is not necessary.

Additional coverage for an aerospace 
insurance policy
Aerospace insurance is a niche policy that is tai--
lored precisely to cover all eventuali es that may 
arise in the aeronau cs industry. Specialized in--
surance companies have devoted many hours 
ensuring that the ghtest defini ons covered the 
policy. No addi onal coverage would be needed.

What will aerospace insurance typically 
cost?
Aerospace insurance is usually a percentage of 
the total insured aerospace cover. The size of the 
percentage is wholly determined by the level of 
coverage required and the insurer chosen. Aer--
onau cs is a difficult industry to gauge the risk 
of. It is generally perceived to be risky because 
of the uncharted territory many projects seem to 
go into. However, this risk is balanced by a solid 
basis of science, mathema cs and rigorous test--
ing. It can be argued that aeronau cs is one of 
the most risk adverse industries because of this. 
Typically an aerospace insurance premium will be 
around 2% of the total cover. There are not many 
insurers offering aerospace insurance so premi--
ums tend to stay fairly rigid.
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Business 
Insurance 
Explained

Business insurance as the name suggests pro--
tects your business from any loss as a result 
of accidental damage, fire, the  or vandalism. 
Business insurance is necessary as all the items 
you own that relate to your business have to be 
covered by a business insurance policy before 
they can be claimed. Regardless of the type of 
business you own you will need a business in--
surance policy to be able to survive without be--
ing ravaged by civil lawsuits.

A great mistake people make is that have a home 
based business and they assume that their of--
fice equipment is covered by the basic home 
contents insurance policy. This is incorrect. If 
you have a home based business you need both 
a home contents insurance policy and business 
insurance.
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Aerospace 
Insurance
Aerospace insurance is 
a specialist form of insur--
ance specifically built for 
the aerospace industry and 
doesn’t concern the general 
public. Aerospace insurance 
is a broader form of avia on 
insurance. Avia on insur--
ance covers airplanes and 
helicopters in the event of damage and liability. 
Aerospace insurance is a niche form of insurance 
that also covers all other aerospace related risks 
involving spacecra , satellites, space launch ve--
hicles and any other equipment associated with 
aeronau cs and space launch.

Who needs aerospace insurance?
Aerospace insurance is necessary for all par es 
that have significant holdings in the aeronau cs 
industry. This can include owners and managers 
of aircra , airports, airport services, industrial 
and cargo aircra , satellite and space opera ons 
and engineers and architects of aerospace prod--
ucts. This industry is broad in scope and aero--
space insurance providers have created packages 
that serve most professionals.

Who needs aerospace insurance?
Aerospace insurance typically covers accidental 
damage, or technical faults to equipment and 
land-based property. The same property and 
equipment is also covered in the event of vandal--
ism, the  and extreme weather.
Aerospace insurance also covers liability, legal, 
medical and compensa on costs to any persons 
injured in the event of an aerospace injury.

Who needs aerospace 
insurance?

Untested missions, for in--
stance, uncharted or ex--
ploratory, space travel are 
not covered. The main 
reason for this is that the 
risks are perceived to be 
too great so the insurance 

is not deemed to be cost-
effec ve. Aerospace insur--

ance also doesn’t cover intellectual property in--
fringements between aerospace companies. As 
an example, a new piece of equipment will only 
be insurable by the patent owner. Other compa--
nies pilo ng new equipment of a similar nature 
cannot make a claim if they find their piece of 
equipment to be faulty as they would not have 
followed the patented, ‘safe’ model.
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