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BUSINESS FRAUD ON  
THE RISE SAYS SURVEY
One in three companies around the world have reported at least 
one incidence of fraud in the last 12 months, with Australia 
ranking among countries with high levels of economic crime, 
according to an international survey.

The PriceWaterhouseCoopers (PWC) annual Global Economic 
Crime Survey found insurance, financial services and 
communications companies reported the highest levels of fraud. 
The majority of fraudulent acts in all three sectors were 
perpetrated by people external to the company.

In sectors such as hospitality, manufacturing, retail and 
professional services, employees were mostly responsible for the 
criminal acts.

Almost half of respondents believed the incidence and cost of 
fraud were higher compared to the previous year.

But the survey found that the Global Financial Crisis did not 
have a particular impact, with companies which were largely 
unscathed by the financial downturn reporting similar levels of 
crime. However, companies which were hit by recession  
reported notably higher levels of one type of economic crime – 
accounting fraud.

“Hence, we conclude that economic crime remains a pervasive 
business risk, which does not discriminate among its victims 
based on the relative degree of their financial performance,” the 
report said.

Australia was in the top bracket of countries affected by fraud. 
While 40% of Australian companies which responded to the 
survey reported fraud, they were behind Russia (71%), South 
Africa (62%) Canada (56%) and UK (43%).

The three most common types of crimes were asset 
misappropriation, accounting fraud and bribery and corruption. 
Accounting manipulations were most common within listed 
organisations and least common in family-owned businesses.

The report warned that fraud risk assessments are essential for 
identifying potential fraud threats and weaknesses in controls 
that create opportunities for fraud. Most frauds (17%) were 
detected by internal audit.

“In the light of the apparent increase in the level of economic 
crime reported by respondents, it is alarming to see that, in the 
last 12 months, 28% of respondents did not perform a fraud risk 
assessment and another 31% performed this task just once,” 
PWC said.

National Insurance Brokers Association CEO, Noel Pettersen, 
said the PWC report was a timely reminder to businesses to not 
only review their internal controls, but also to check with their 
broker to ensure they were covered for any loss arising from a 
fraudulent act.
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NEW REPORT WARNS OF HIGHER 
CLIMATE CHANGE RISK
The latest report from the Federal Department of Climate 
Change has warned that a rise in sea level could see more than 
240,000 residential buildings along Australia’s coastline under 
threat of inundation by the end of this century.

The report says that there could be a rise in sea level of as much 
as 1.1 metres by 2100, threatening between 157,000 and 247,600 
buildings with a replacement value of up to $63 billion.

This does not include infrastructure such as ports, airports, 
power stations, industrial zones and community service 
facilities like hospitals and police stations.

According to the report, NSW has the most to lose, with up to 
62,000 residential buildings worth $18 billion, followed by 
Queensland (57,000 buildings), Victoria (45,000), South 
Australia (43,000), Western Australia (29,000), and Tasmania 
(12,000).

“There is an increasing recognition that a sea-level rise of up to a 
metre or more this century is plausible, and possibly of several 
metres within the next few centuries,” the report says.

The report predicted that extreme weather events were also 
likely to become more intense with climate change, with larger 
and more damaging storm surge and the possible extension  
of cyclones further south along both the east and west coasts  
of Australia.

Even a mid-range sea level rise of 0.5 metres could mean a 
1-in-100 year event could occur several times a year. The 
1-in-100 year event is used in current planning guidelines and 
by insurers as a benchmark for assessing extreme risk.

As an example, the report cites the intense storms and flooding 
in the Newcastle and Hunter Region of NSW in 2007 in which 
more than 200,000 homes lost power, thousands of people were 
forced to evacuate their properties and insured losses were more 
than $1.3 billion.

Flood insurance has often been difficult to obtain for Australian 
policyholders because insurers have argued that there is 
inadequate flood mapping, competition law has prevented the 
use of a uniform definition of flood, and that the premium to 
cover many risks would be unaffordable.

However, a number of insurers have now introduced flood cover, 
with 46% of policyholders in the eastern States now given 
automatic cover while more could get the cover if their present 
insurer does not offer it. A number of insurers now offer flood 
cover as an optional extra or with an “opt out” clause for people 
who do not want to pay for it.

The National Insurance Brokers Association (NIBA) would  
like to see flood insurance more widely available. It will continue 
to urge governments to put more resources into flood mapping 
and encourage local councils to prevent development in flood-
prone areas.  

Most NIBA members will have considered the need to provide 
some direction to their clients on how to manage the risk of 
adverse weather as it affects the client’s business.  Some valuable 
information has been collated by the Policy, Risk and Disaster 
Planning Directorate of the Insurance Council, and appears  
on the Council’s website under “Resilience to Extreme Weather 
for Business”. 

Individual businesses cannot do anything to prevent extreme 
weather events but they can be properly prepared for a natural 
disaster. They should make sure a senior company officer is 
responsible for risk management and continuity planning. 

Businesses need to identify critical functions that must be 
maintained in the event of a disaster, what assets, supplies and 
resources are critical to these functions and how long they could 
survive without them.

They should consider what hazards they are most vulnerable to 
eg fire, cyclone, flood, and identify if their assets have sufficient 
protection. There may be supplies and assets beyond their 
control that are critical to their business.

Finally, make sure the business is properly insured.
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VEHICLE THEFTS CONTINUE TO DROP

Motor vehicle thefts in Australia continue to fall, with the 
National Motor Vehicle Theft Reduction Council (NMVTRC) 
reporting a 10% drop in the 12 months to September to just over 
50,500 vehicles valued at $108 million.

It was the seventh consecutive quarterly fall, although the 
proportion of passenger and light commercial vehicles recovered 
remains steady at 76%. 

In the September quarter, Western Australia led the way with a 
fall of 24%, there was a 4% drop in South Australia while NSW 
recorded a small increase, and larger increases were recorded in 
Victoria (14%) and Tasmania (22%).

Insurers received claims totalling $65 million for the quarter. 
The most popular targets for thieves were late model Holden 
Commodores and Ford Falcons. Motorcycle thefts were also 
down, dropping 3.5% for the 12 month period, but the recovery 
rate remained low at 35%.

The NMVTRC has an interesting theory about the 
disappearance of older vehicles being linked to the price of scrap 
metal. Vehicles valued at less than $5,000 made up two-thirds of 
non-recoveries.

It has noted that one of the major contributors to the rising 
proportion of unrecovered vehicles in this category has been the 
significant increase in scrap metal prices, leading to many older 
vehicles being stolen and shredded for cash.

“If the scrap metal price theory is correct, we might expect to see 
an improvement in stolen, not recovered numbers during a 
period of declining steel prices,” the NMVTRC said in its latest 
Theft Watch Bulletin.

NIBA’s most recent Market Survey of brokers found that for 
commercial motor, 66% of respondents reported premium 
increases of up to 9%, while 14% reported increases of between 
10 and 30%.

To put this in context, it is worth noting that, as well as there 
being a hardening insurance market, the average claim cost 
according to the NMVTRC is slightly higher than the September 
quarter last year, at $9,989. Theft also accounts for only about 
10-15% of overall motor vehicle claims costs while the cost of 
claims associated with accidents accounts for the rest.

The NMVTRC provides this advice for minimising the risk of 
car theft:

Protect your keys

•	 	Never	leave	your	car	unattended	with	the	keys	in	the	
ignition. Many cars are stolen when the owner has left the 
car only for a minute.

•	 	Don’t	leave	keys	lying	around.	If	a	thief	can	see	your	
unattended keys, it is likely that he or she can figure out how 
to get hold of them.

•	 	Never	hide	a	second	set	of	keys	anywhere	on	your	car.	
Thieves know where to look.

•	 	If	the	car	is	at	home	but	you	are	out,	make	sure	ALL	the	keys	
are with you.

Park wisely

•	 	If	you	have	off-street	parking,	use	it.	Even	better,	park	behind	
lockable gates or in a locked garage. Parking on the street 
considerably increases the risk of theft.

•	 	At	night,	park	in	a	well-lit	area.	Opportunists	often	look	 
for unsecured cars to get them around or home from a  
night out.

•	 Use	secure	parking	facilities	where	they	are	available.

•	 	In	car	parks	where	you	must	leave	the	keys,	ask	the	operator	
how the keys will be secured.

Remove temptation

•	 	When	leaving	your	vehicle	unattended,	fully	close	the	
windows, lock all the doors and take the keys with you.

•	 	Theft	from	cars	is	very	common.	Never	leave	items	such	as	
mobile phones, bags, CDs or other valuables in sight in your 
unattended vehicle. 
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The latest statistics from the Australian Prudential Regulation 
Authority (APRA) show that public liability premiums have 
continued to fall over the last five years and that cover has 
become more available.

The liability crisis arose in 2002 in response to a number of 
factors, including the collapse of HIH, which had a large public 
liability portfolio, reducing capacity in the market, and a jump 
in the number of claims as well as the level of damages being 
awarded by the courts.

Insurers, faced with mounting claims costs and underwriting 
losses, increased premiums, tightened underwriting criteria and 
in some cases withdrew from the market. 

This led to cover becoming expensive or even unaffordable for a 
wide range of business and recreational activities. The 
organisers of fundraising events, and the operators of adventure 
travel were among those affected. 

In consultation with the insurance industry, Federal, State and 
Territory Governments reacted by introducing tort law reforms 
which tightened procedures for establishing liability and 
calculating damages.

To monitor the impact of these reforms on the cost and 
availability of public liability cover, APRA established the 
National Claims and Policy Database, which has now been 
collecting data for five years to the end of 2008.

The latest statistics confirm that the reforms have had the 
desired impact.

Across all States and Territories, average public liability 
premiums have fallen from an average $1,032 in 2003 to $752 in 
2008, a drop of 27 per cent. NSW and ACT recorded the biggest 
drops over the five year period.

Tasmania has the lowest average premium of $530, followed by 
the ACT ($657) and Victoria ($693). Highest average premiums 
are in the Northern Territory ($875), WA ($871) and NSW 
($782).

The availability of cover has also improved significantly, with 
the number of policies written increasing by 21% since 2003.

National Insurance Brokers Association CEO, Noel Pettersen, 
said the outcome was the result of Governments and the 
insurance industry working cooperativley on the reform of 
liability laws to ensure that community groups, sporting events, 
tourism and all types and sizes of businesses could operate 
without having their activities limited by onerous liability 
premiums while at the same time providing fair compensation 
to those injured by a negligent act.

“This was one of those occasions where politicians from 
different governments all agreed that something had to be done 
for the benefit of the Australian community. The statistics show 
the reforms have been effective and this was the right course of 
action,” he said.  

PUBLIC LIABILITY COVER CHEAPER 
AND MORE AVAILABLE

DISCLAIMER: The information in this publication 
is of general nature as a service to clients and 
other interested parties. The articles included 
herein are not intended to provide a complete 
discussion of each subject and should not be 
taken as advice. While the information is believed 
to be correct, no responsibility is accepted for any 
statements of opinion or any error or omission.

A PROFESSIONAL MEMBER: Our company is 
a member of the National Insurance Brokers 
Association of Australia, the organisation that 
represents professional insurance brokers 
in Australia. Membership is based on our 
professional standing in the insurance industry 
including our experience and expertise and our 
ability to meet the stringent requirements of NIBA.

AIS Insurance Brokers Pty Ltd

Melbourne
137 Moray Street
South Melbourne 3205

PO Box 7660 Melbourne 3004

Telephone: 03 8699 8888
Facsimile:      03 8699 8899

e-mail inquiries: insure@aisinsurance.com.au
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