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Preface

These guidelines were prepared by the Joint Standards Australia/
Standards New Zealand Committee on Risk Management as an
Australian guideline.

Applying a generic standard such as the Australian/New Zealand
Standard AS/NZS 4360:2004 often requires additional guidance. These
guidelines are intended to provide that guidance in a practical form to
those people who are charged with arranging risk financing for their
organisation, regardless of the size or nature of the organisation. Specific
comment is included, where appropriate, on the application of the
guidelines to smaller organisations.

Whilst the guidelines concentrate on the risk financing process itself,
they follow the steps in the risk management process outlined in AS/
NZS 4360:2004 because all the steps are interrelated. They particularly
amplify section 3, risk management process. It has been assumed that

readers will have already read AS/NZS 4360:2004, and will be familiar

with the risk management process itself.

Risk may be financed in many different ways, each of which may be used
singularly or in combination. For example, by way of the retention or use
of reserves, transfer, credit or insurance.

A case study of an organisation’s approach to its risk financing strategy is

provided in Appendix C of these guidelines by way of illustration.

Copyright iii



This page has been left blank

*3uI|UO UOISIBA [|n} Yl SS999Y ajdwes abed g aaly e si Siyl



This is a free 6 page sample. Access the full version online.

Risk financing guidelines

HB 141—2004
1 Communication and consultation 1
2 Establish the context 2
2.1 Strategic objectives 2
2.2 Financial position 2
2.3 Management appetite for risk 3
2.4 Person charged with implementing risk financing 3
2.5 Setting criteria 3
3 Risk identification 5
4 Risk analysis 6
5 Risk evaluation 8
6 Risk treatment 9
7 The funding process 10
7.1 Insurance 10
7.2 Self insurance or internal funding 11
7.3 Risk financing considerations 12
8 Other issues 14
8.1 Errors and omissions (E & O) 14
8.2 Intermediaries 14
8.3 Cost allocation 15
9 Monitoring and review 17
10 Documentation 19
Appendices

A Risk factors and controls 21

B Example of allocating a $10 million premium for
a third party cover 22

C Case study:
A large engineering design and construction company 23
Glossary 25
Copyright \'



	Risk financing guidelines
	HB 141-2004 RISK FINANCING GUIDELINES
	Preface
	Contents
	1 Communication and consultation
	2 Establish the context
	2.1 Strategic objectives
	2.2 Financial position
	2.3 Management appetite for risk
	2.4 Person charged with implementing risk financing
	2.5 Setting criteria

	3 Risk identification
	4 Risk analysis
	5 Risk evaluation
	6 Risk treatment
	7 The funding process
	7.1 Insurance
	7.2 Self insurance or internal funding
	7.3 Risk financing considerations

	8 Other issues
	8.1 Errors and omissions (E & O)
	8.2 Intermediaries
	8.2.1 Insurance broker
	8.2.2 Insurance agent
	8.2.3 Reinsurance broker

	8.3 Cost allocation

	9 Monitoring and review
	10 Documentation
	APPENDIX A - Risk factors and controls
	APPENDIX B - Example of allocating a $10 million premium for a third party cover
	APPENDIX C - Case study: A large engineering design and construction company
	Glossary





