
In         the        current          climate      of            increased          litigation, defence         costs         continue       to        spiral      out           of          control.

Defence costs can run into hundreds of thousands of dollars and includes such things as legal fees and expenses incurred in 
drafting defences, preparing advices, undertaking discovery, taking witness statements, co-ordinating preparations and 
attendance at hearings. Litigation may also require the use of specialists, such as forensic accountants and expert engineers. 

With all of these potential costs to consider, brokers and policyholders need to decide whether the limit of indemnity of the 
current policy is sufficient. 

Are you familiar with the concepts of Costs-Exclusive Limit and a Costs-Exclusive Retention?

A Costs-Exclusive Limit means the defence costs are indemnified by the Insurer in addition to the Limit of Indemnity of the 
policy. 

A Costs-Exclusive Retention means the retention applies to the settlement of the claim, but not to the defence and investigation 
costs of the claim. This is advantageous to insureds compared to a costs inclusive retention, where defence costs will be 
payable by the insured from the ground up until retention is exhausted. 

In order to provide policyholders with a more comprehensive Professional Indemnity cover, AIG now includes a Costs-
Exclusive Limit and Costs-Exclusive Retention across a number of our new ProfessionalEdge policy wordings. 

Easily quote and bind ProfessionalEdge policies online via Sunrise or the AIG Transact Business Portal.

Are you familiar with the concept of a Cost- 
Exclusive Limit and a Cost-Exclusive Retention? 

ProfessionalEdge Winning Tips

Winning Tip No. 5
Many factors need to be considered when 
deciding on a Limit of Indemnity under a 
Professional Indemnity policy including the 
occupation, type of clientele, industry in which the 
Policyholder operates, size of contract and potential 
exposure. 

In addition, defence costs can be quite expensive in the 
current litigation environment. Brokers and policyholders 
need to consider whether the limit of indemnity will be 
sufficient to not only cover damages, but also the often 
significant costs  associated with defending claims.

For more information and sales tools: 
www.aig.com.au/ProfessionalEdge

American International Group, Inc. (AIG) is a leading global insurance organisation. Building on 100 years of experience, today AIG member companies provide a wide range of property casualty insurance, life insurance, retirement products, 
and other financial services to customers in more than 80 countries and jurisdictions. These diverse offerings include products and services that help businesses and individuals protect their assets, manage risks and provide for retirement security. 
AIG common stock is listed on the New York Stock Exchange. Additional information about AIG can be found at www.aig.com and www.aig.com/strategyupdate | YouTube: www.youtube.com/aig | Twitter: @AIGinsurance | LinkedIn: 
www.linkedin.com/company/aig. AIG is the marketing name for the worldwide property-casualty, life and retirement, and general insurance operations of American International Group, Inc. For additional information, please visit our website 
at www.aig.com. All products and services are written or provided by subsidiaries or affiliates of American International Group, Inc. In Australia, insurance products are issued by AIG Australia Limited ABN 93 004 727 753, AFSL 381686. 
Products or services may not be available in all countries, and coverage is subject to actual policy language. This document provides a general overview of the subject matter and should not be taken as providing any specific advice, legal or 
otherwise. The content is a guide to coverage benefits and should not relied upon to determine policy coverage. The precise scope and breadth of policy coverage is subject to the specific terms and conditions of each policy wording. Non-
insurance products and services may be provided by independent third parties. 
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