
Traditional insurance vs. Discretionary Mutual Fund

TRADITIONAL INSURANCE

Property Building Machinery Cyber Crop ManagementLiabilityVehicle
Select your insurance:
The business' risk is
transferred to the insurance
company when the policy
agreement is signed and paid.

Travel

Insurance
companies
invest for profit,
which isn't shared
with, or returned
to, policy owners.

To ensure coverage, this
is paid annually. If a claim
is made the premium will
increase the following year. Insurance Company

If no claim is made,
the premium may
still increase.

DISCRETIONARY MUTUAL FUND (DMF)
A DMF is set up to benefit all members. It is a self-insurance structure that provides an opportunity to control
and manage an industry's collective risk, helping industry to directly profit from risk management improvements
such as industry training and development, or even reduced premiums. 

A DMF is not insurance, however, it offers 'discretionary cover' in the form of an insurance-like product.

Success of a DMF comes down to scale, the more members involved in sharing the risk, the more successful
the outcomes will be. The geographical spread of the Australian apple and pear industry is favourable as it’s
unlikely a severe weather event, for example, will hit each region at the same time.

A DMF is a company limited
by guarantee with a board of
directors who are majority
members: owned and run
by members, for members.

Members contribute
funds on an annual basis to
create an aggregate. This
amount will be similar to

current insurance
premiums.

Member
contributions An aggregate is created by annual

member contributions and is the 
total amount of money available
for the payment of claims and

operating expenses
in any one year. 

Aggregate

Members’ Retention
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Basic Aggregate

 StructureSurplus

Group
buying
power

Incentivise risk
   management 
and training
   programs

Learning
   and
      development

Reduce
  losses and
     increase future
            surpluses

Used for other financial security,
key projects, investments

and improvements

Other risks and
insurances,
e.g. Workers
Compensation

Reduce members’
   contributions
       in future years

An insurance policy promises an indemnity; in contrast a DMF risk product
promises a claim for loss will be considered.

DMF

Excess of Loss 
(XOL) provides 

catastrophic loss 
protection which means 

the mutual is still covered 
by an underwriter. The 
money is used to cap 
members' liability at 

the aggregate.
A surplus occurs when total
annual claims are less than

the aggregate. This adds
up over time and can be

used to benefit
industry in various

ways.


