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Purpose 
This document provides an introduction to contractual indemnities and highlights some of the key concerns to 
be aware of when considering them. 

It is general guidance designed to assist UQ staff and does not constitute legal advice. 

What are contractual indemnities ? 
Indemnities are risk allocation mechanisms.  They alter what a party would otherwise be liable for under the 
general law, by increasing or reducing a party’s liability or shifting its liability to the other party. 

Indemnities are usually intended to protect a party from suffering loss due to particular acts or omissions or 
eventualities.  For example, loss suffered by the recipient of the indemnity due to things done or not done by 
the other party or a third party engaged by the other party (e.g. subcontractors). 

UQ policy
Granting an indemnity may expose UQ to significant liability beyond that under the general law, particularly if 
its scope and application are not properly defined.  Contracts containing inappropriate or unfair indemnities 
should not be entered into by UQ. 

Key concerns arising from indemnities 
The following are key risks and matters to be mindful of when considering indemnities: 

Scope  
The scope of an indemnity should be limited to matters that are appropriate in the context and that are 
necessary to achieve UQ’s desired objectives in the particular contractual arrangement. 

If UQ grants an indemnity that is too broad, this may have the effect of contractually assuming liability for 
matters that UQ would not ordinarily be liable for under general legal principles, or for which it is not insured.   

If UQ is granted an indemnity that is drafted too narrowly, or that limits the other party’s liability, this may 
prevent UQ from recovering from the other party for events or losses the indemnity was intended to protect 
against. 

Ambiguity  
If ambiguous or unclear, an indemnity will be read down against the party seeking to benefit from it, and it will 
be strictly interpreted to extend to only those liabilities that are reasonably incurred.  If too vague or uncertain, 
it may be difficult to enforce at all. 

Control
Any indemnity given by UQ should generally not cover the actions of a third party that UQ has no control over. 
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Insurance considerations 
Insurance policies often exclude cover for contractually assumed liability, including under an indemnity. This 
may adversely impact on a party’s budget or ability to meet its financial obligations, including under the 
indemnity clause, if a claim that arises due to contractual assumed liability that falls outside the scope of the 
party’s insurance cover.  

Clauses that require UQ to provide copies of its insurance policies to the other contracting party should not be 
accepted, due to their confidential nature. However, there are Certificates of Currency from UQ’s insurer to 
certify a current policy for particular cover is in place, which can be provided externally. 

Please consult with UQ’s Insurance division if you have any concerns or queries relating to insurance. 

Risk assessments and due diligence 
Where it is considered appropriate for UQ to grant a broad indemnity, consideration should be given to 
undertaking a risk assessment prior to entry into the agreement. 

Please contact UQ’s Enterprise Risk Unit for assistance with respect to risk assessments. 

It is prudent to ensure the other party to a contract has sufficient financial resources and/or insurance to meet 
its contractual obligations, including under any indemnity granted in favour UQ. 

Granting an indemnity – some tips 
UQ should not agree to grant an indemnity because it’s reciprocal in operation.  This is often not as attractive 
as it sounds.  Whether it is will depend on the nature of the arrangement and the events being indemnified 
against. 

Where it is considered appropriate for UQ to grant an indemnity, the terms of it should: 

• be limiting rather than expansive, in the sense that they should only cover the direct losses of the other 
party and be subject to the exclusion of consequential or indirect losses to the extent permitted at law; 

• cover only loss or damage that would ordinarily be recoverable by the other party under usual legal 
principles, for example negligent acts or omissions, and not acts or omissions where UQ is not at fault; 

• include a reduction for the other party’s contributing acts or omissions; 

• be limited where possible, for example, by providing a financial limit and/or by imposing a time limit on 
claims; and 

• not include undertaking to defend the indemnified party or to hold them harmless. 

More information 
If you have any questions or require more information please contact Legal Services: 

P: 3365 2078 
E: legalservices@uq.edu.au 
W:   https://legalservices.app.uq.edu.au/ 
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