
CGU’s Professional Indemnity Insurance policy provides you and your business with comprehensive 
protection against claims for financial loss, bodily / personal injury or property damage arising from 
an act, error or omission in the provision of professional services covered by the policy. 

If such act, error or omission causes a financial loss or injury to your client or any other third party, then they can claim 
damages against you, resulting in you incurring potentially debilitating costs and expenses (including legal costs and 
expenses) and suffering reputational damage. Potentially a significant disruption to your business.

Following are a number of examples of claims, costs and expenses that are covered by the CGU Professional 
Indemnity Insurance policy.

Engineer
EXAMPLE 1

The Insured designed a bulk storage warehouse in 
Queensland, the owner of which used it to store a 
potassium based fertiliser. Three months after the 
construction of the warehouse was completed, the wall 
panels of the warehouse began to bow and crack under 
the weight of the fertiliser. The Insured believed the 
warehouse would only be used for the storage of a 
nitrogen based fertiliser (a lighter substance) and designed 
the warehouse on this basis. The owner produced a design 
brief which did not restrict the intended use to a nitrogen 
based fertiliser. The Insured was found to be at fault and 
liable for rectification costs amounting to $1 million.

EXAMPLE 2

The Insured was found to be at fault due to the defective 
design of suspended concrete slabs, driveways and 
retaining walls for the development of 28 home units of 
a property in NSW. The Body Corporate alleged and the 
Supreme Court agreed that the suspended concrete slabs, 
driveways and retaining walls were not fit for their purpose 
and were not constructed to the proper standards. The 
rectifications costs amounted to approximately $1.5 million.

Architect
EXAMPLE 1

The Insured was engaged to design, document and 
administer the contract for the construction of a large 
resort development in NSW. During the defects liability 
period leaks occurred in some of the units. Despite 
attempts to rectify the problem, the units continued to leak. 
The main problem was found to have been in the Insured’s 
design of the balcony holes or sills in the doorways. 
The Insured was liable for rectification costs amounting 
to approximately $750,000.

EXAMPLE 2

The Insured was found to have provided a negligent 
design of the strength requirements of a first floor slab, 
of a property in Victoria. The view of solicitors appointed 
by CGU was that the Insured would likely be found liable to 
the claimant for the full amount of its losses in respect of 
the first floor slab. In respect to the rectification costs, the 
matter was settled for approximately $600,000 with our 
Insured being liable for approximately $450,000.

Advertising Agent
The Insured was engaged by the claimant to produce 
an advertising campaign for an alcoholic product for the 
summer season that was about to begin. The brief stipulated 
that the Australian alcohol advertising guidelines must be 
complied with. The Insured submitted the advertisement 
to an adjudicator for approval under the alcohol advertising 
guidelines. The adjudicator said that the ads would not be 
approved as they breached the guidelines due to amongst 
other reasons their appeal to children (through the use of 
animation). As the campaign could not be run as planned, 
the claimant cancelled the campaign and demanded 
reimbursement of production costs (approximately 
$100,000) and the cost of the media purchased 
(approximately $300,000). The Insured was found to 
be liable for these costs but was able to mitigate some 
of the loss by on-selling the unused media purchased to 
a third party. 

Loss Assessor
EXAMPLE 1

The Insured was engaged by an insurance company which 
alleged it had suffered loss as a result of poor management 
of a policyholder’s insurance claim by a loss adjuster in the 
Insured’s South Australian office. The insurer alleged that 
due to the Insured’s poor management, it incurred additional 
rectification and/or replacement costs in responding to the 
policyholder’s insurance claim. Liability was strongly 
disputed in relation to this claim on the basis that there 
was evidence that the alleged cost overruns occurred due 
to the poor workmanship on the part of the builder, the 
electrician and its subcontractors appointed by the insurer. 
The matter was settled on the basis that each party walk 
away and bear their own costs. CGU incurred legal costs on 
behalf of the Insured of approximately $20,000 in 
defending this claim.

EXAMPLE 2

The Insured was alleged to have failed in its duty to 
professionally and competently assess the pre-accident 
value (PAV) of a vehicle resulting in the PAV being 
allegedly overstated by $20,000 and used as the basis 
of settlement by the insurer of the vehicle. The assessor 
involved is alleged to have failed to identify the correct 
build year of the vehicle resulting in the inflated valuation. 
On investigation we considered that a proper and correct 
assessment was carried out and we are defended the 
Insured’s position. CGU incurred legal costs on behalf of the 
Insured of approximately $1,000 in defending this claim.
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IT Consultant
EXAMPLE 1

The Insured is a computer consultancy company which 
successfully tendered for a contract for the creation and 
delivery of a document management system for a major 
corporate client. The project was plagued with problems 
and the relationship between the Insured and the client 
gradually deteriorated. The client terminated the contract 
within 12 months of its commencement and alleged that the 
Insured failed to continue or complete development of the 
software in accordance with contract specifications. It 
further alleged that the Insured engaged in misleading and 
deceptive conduct, alleging the Insured misled the client as 
to its ability to comply with the client’s requirements. The 
matter was settled at mediation for approximately 
$80,000.

EXAMPLE 2

The Insured is a software developer which entered into a 
contract with a client to develop a new software program 
for the client’s business. When the program was not 
completed by the agreed completion date, the client 
instructed the Insured to cease work. The Insured says the 
non-completion was in part due to its own staffing issues 
but mainly because of changes made by the client, in the 
scope of the contract. The client’s lawyers made an “ambit 
claim” for damages alleging breach of contract and 
misleading pre-contractual representations made by the 
Insured. CGU’s lawyers engaged a computer expert to 
review the lnsured’s work on this project. The expert 
considered that in all likelihood, the Insured would be found 
liable to the client. The matter was settled at mediation for 
the original cost of the contract.

Nursing Agency
The Insured provided a contract nurse to provide in-home 
care services to a young disabled child. The child died and 
it was alleged the contract nurse was at fault for failing to 
monitor the child. A Coronial Inquest determined that the 
child died of natural causes because of existing chronic 
and debilitating disabilities. CGU’s lawyers assisted the 
Insured in participating in the Coronial Inquest with the 
legal fees covered by the Professional Indemnity policy.

Real Estate
The Insured sold a property on behalf of a vendor to the 
claimant who alleged that the Insured made certain 
representations about the ability to subdivide the property 
in the near future. The claimant alleges it was induced by 
the misrepresentations made by the Insured to purchase 
the property. The claimant issued proceedings against the 
vendor seeking the return of the deposit paid ($90,000) 
and, in the absence of re-payment, rescission of the 
contract of sale ($900,000). The vendor joined the Insured 
as a third party to the proceedings alleging that the Insured 
acted negligently. The allegation by the claimant was 
denied and litigation was strenuously defended with costs 
being incurred of approximately $36,000 in proving the 
Insured was not liable. 

Property Manager
The Insured was appointed as the managing agent (MA) 
under a lease of a large commercial premises in a suburban 
shopping centre. When the lease came up for review, the 
MA failed to issue the notices required by the lease for the 
formal review to occur. The tenant argued that the time for 
review of the lease had passed and that the rent could not 
be reviewed for a further 12 months. Upon investigation, it 
was clear that the MA’s systems were simply at fault and 
that the formal notice had not been issued. The landlord 
missed out on the increased rent for 12 months so it 
pursued the MA for damages. Valuation evidence was 
obtained as to what would have happened under the rent 
review with the matter being resolved by commercial 
negotiation for an amount in excess of $100,000.

Travel Agent
Clients of the Insured made a claim against the Insured 
alleging that the Insured was negligent in failing to advise 
the passengers about the travel conditions of the country 
they were visiting. As a result, the passengers alleged that 
they incurred additional expenses and part of the travel 
arrangements had to be cancelled. The Insured advised 
that the passengers were cautioned about visiting the 
country at that particular time because it was in the middle 
of a religious festival. As a result, certain facilities would not 
be open and they were at risk of not being able to travel on 
a particular tour. As the Insured had documented evidence 
of their advice, on their behalf CGU denied liability to the 
clients as the clients decided to travel in spite of the 
Insured’s warnings. CGU incurred legal costs of 
approximately $1,100 in defending this claim.

ABOUT US
CGU Professional Risks is one of Australia’s longest and 
largest continuous providers of Professional Indemnity 
Insurance.

Currently CGU Professional Risks insurers over 40,000 
Australian businesses or individuals for Professional 
Indemnity and over the past 28 years plus we have:

• Underwritten over $1.6 billion in premiums

• Managed over 42,000 claims for our policy holders 

LOOKING FOR MORE 
INFORMATION?
For further information on CGU’s Professional Indemnity 
Insurance policy, please call your local Professional Risks 
Underwriter or Business Relationship Manager or visit 
www.cgu.com.au/professionalrisks.

The description of the cover provided by this document is 
a summary only. The cover described is subject to specific 
terms, conditions and exclusions specified in the Policy 
and subject to underwriting teams and acceptance criteria. P
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Insurer 
Insurance Australia Limited 
ABN 11 000 016 722 AFSL 227681  
trading as CGU Insurance


