
 

 

 

 

 
 
11 November 2020 
 
Mr Ian Laughlin  
Taskforce Chair 
Actuaries Institute 
 
 
By email:  ianlaughlin1@gmail.com 

 
Dear Mr Laughlin, 
 
Joint AFA and FPA Submission to Actuaries Institute on Provisional Findings and Recommended 
Actions for Individual Disability Income Insurance 
 
Thank you for the opportunity to make a submission with respect to the Report released by the 
Actuaries Institute as part of the Review by the Disability Insurance Taskforce.  We have also 
provided feedback with respect to the Sustainability Guide and the Reference Product. 
 
We recognise that this is an important time for the life insurance industry as the problems of recent 
years, including cumulative losses in the Income Protection market, have placed substantial pressure 
on the future viability of the market.  It is necessary for the life insurance industry to make changes, 
however, now we seemingly have competing agendas from both APRA and the Actuaries Institute.  
 
Financial Advisers are struggling to come to terms with the level of turmoil in the life insurance 
sector, which is impacting their ability to provide long term solutions for clients.  Financial advisers 
are tremendous advocates for life insurance clients, having experience at all points of the life cycle.  
They genuinely understand what clients are looking for in insurance and what they experience at the 
time of claim.  We are concerned that this proposal is excessively focused upon the issue of the 
sustainability of the life insurers and has not given sufficient thoughts to the needs of consumers. 
 
The financial advice profession recognises the need for change, however we fear that the level of 
change that is proposed throughout this report, and the Reference Product, will cause more 
disruption than benefit, and will substantially reduce consumer interest in the IDII product.  We also 
have major concerns about the impact this will have on the competitive dynamic between the retail 
advised product and the Group Super product.  This has not been addressed in the report, however it 
is a very important consideration for the financial advice sector. 
 
We are sceptical of what seems to be an underlying assumption that a significant number of people 
choose not to return to work when they can, simply because they are better off whilst on claim.  
What evidence does the Actuaries Institute have to justify this assertion?  This is an important point, 
as the proposals in this report are very harsh and seem to have sought to position a significantly 
lower offer to consumers on the grounds that this must be done to avoid the assumed problem of 
dis-incentivising people from returning to work.   
 
What this proposed new framework for IDII will mean is the transfer of uncertainty from the 
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actuaries and the life insurers to the consumers of IDII life insurance products.  Whilst we certainly 
appreciate the importance of sustainability, it is troubling for us to envisage this potential 
transformation of the life insurance market in a way that will materially disadvantage consumers. 
 

3.  Customer and Community Interests 
 

Recommendation 
3.1 Improve Participant understanding of insurance pooling concept 
Insurers, the FSC and the Actuaries Institute should proactively take opportunities to discuss and 
explain the insurance pooling concept with regulators, politicians, consumer advocates, media and 
customers. 
In addition, the FSC and the Actuaries Institute should produce a public statement about 
fairness in life insurance as a reference. 

 
We support this recommendation, as it is evident that the level of community and key stakeholder 
understanding of life insurance is limited.  This is evident from some of the recent statements that 
have been made in the media about claims acceptance and claims paid ratios.  It is also clear that 
some stakeholders do not understand the importance of the retail advised life insurance market and 
the implications if the level of life insurance business declines and increasingly the healthy lives leave 
and the insurance pool is left with the less healthy lives.  
 
We would also suggest that there is a need for better understanding of how the life insurance market 
works and the consequences for that market if the pool was to shrink or distribution capacity was to 
decline. 
 
We would not oppose a public statement on fairness in life insurance, however, it is not clear what 
the primary objective of such a statement would be. 
 

4.  Balancing the Interests of Three Consumer Groups 
 

Recommendations 
4.1 Improve insurer insights into customer claim experiences 
Life Insurers should engage with CABs, AFCA and selected customer advocacy lawyers systematically 
to gain ongoing insights into the extremes of customer experience. In addition, Life Insurers should 
update products to improve alignment between insurer and customers’ expectations. 
The FSC should publish case studies of customer experiences for the industry. 
4.2 Establish a code of conduct for legal involvement in customer claims 
The FSC should work with the appropriate legal professional body to develop a code of conduct 
setting out appropriate customer-focused conduct with respect to claims activity. In addition, the 
FSC should publish an outline of appropriate roles of various groups in the claims process (insurer, 
adviser, trustee, medical support, lawyers, complaints bodies, etc) 
4.3 Defer standardisation of definitions 
Life Insurers should use the Reference Product (as set out in Section 5) as an aid in balancing 
innovation and clarity with respect to definitions. 
The Actuaries Institute should review market practice regarding definitions two years after the 
introduction of the Sustainability Guide. 

 
We note the suggestion about life insurers having greater engagement with Consumer Advocacy 
Bodies (CABs), however we would argue that this is probably more relevant for Group Insurance 
rather than Individual advised business.  With respect to IDII products, we would argue that life 
insurers will get better consumer insight from talking to the many financial advisers who successfully 
assist their clients in making life insurance claims.  It would seem that CABs would have little 



Joint AFA/FPA Letter – Actuaries Institute Feedback 

 
 

3 

awareness or understanding of premium increases in the individual advised life insurance market. 
 
We accept that AFCA are another source of information, however they will only have the opportunity 
to interact with a small percentage of the life insurance client and claimant population. 
 
We would strongly support a code of conduct for lawyers involved in customer claims.  We believe 
that financial advisers should support their clients in the submission of life insurance claims and that 
in most cases this should be at no additional charge, as is currently the case.  We also hope that this 
remains possible, provided commissions are retained at the current levels.  We would also make the 
point that specialist risk advisers have a very good understanding of the claims process and how life 
insurers operate.  They can add a lot of value to the process.  As demonstrated by the claims 
acceptance rates, the involvement of a lawyer should only be necessary in a minority of cases, and 
should be a last resort, rather than the first port of call.   
 
Our members do from time to time discover how much lawyers are charging for supporting 
customers with claims, and in some cases the services that they provide are nothing more than 
administrative in nature.  There is no published data that we are aware of on the prevalence of 
lawyer involvement in life insurance claims, or the amount of fees that they are extracting.  We 
would like to see this information gathered and analysis done on the extent to which these fees are 
fair and reasonable and represent value for money. 
 
We would expect that a code of conduct for lawyers should address issues such as marketing, honest 
explanation of the process and the steps required, positioning of “no win/no pay” arrangements, 
recognising situations where professional (as opposed to administrative) services are unlikely to be 
required and the disclosure of fees and the approach to charging fees. 
 
In terms of recommendation 4.3, we note that you are suggesting a deferral of any consideration of 
standardisation of terms, yet you have also suggested reference to the Reference Product as a guide 
to definitions.  This seems to be a somewhat inconsistent position and we would caution against 
placing excess reliance on the Reference Product in the absence of broader buy-in to this document. 
 

5.  Features of the Product/Market 
 

Recommendations 
Note: Where Life Insurers are indicated as the responsible party, the Board should closely oversee 
the implementation, to ensure that management is not diverted by other incentives. 
5.1 Introduce simpler and cheaper product alternatives 
Life Insurers, without necessarily changing the use of financial advisers or making other changes to 
distribution, should: 
● thoroughly investigate consumer preferences for features/price trade-offs and introduce 
simpler/cheaper product alternatives; and 
● produce products suited to different market segments – with one outcome being clearer 
differentiation on benefits and on cost. Note: ASIC’s DDO should support such a shift in focus. 
5.2 Develop simpler explanations around what is and not covered 
Life Insurers should develop succinct and accessible ways to simply explain what is and is not 
covered – not just at inception, but continually during the policy period. This would complement 
the policy document and/or PDS. 
5.3 Improve communication, understanding and management of risks and uncertainty 
Life Insurers, Actuaries, Product Managers, CROs, CEOs and Boards should adopt the Sustainability 
Guide in addressing risks and uncertainty. 
5.4 Impose strong controls on level of benefits and income replacement ratios 
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Life Insurers should impose strong controls on level of benefits and income replacement ratios, 
using the Sustainability Guide and Reference Product. In addition, Life Insurers should ensure any 
ancillary benefits compensate for financial loss and do not provide a windfall for the claimant. 
5.5 Improve Guaranteed Contract Term management 
Life Insurers should avoid overly long-term guarantees and use the Sustainability Guide as a 
reference. 
Life Insurers and the FSC should devise protection for policyholders to ensure fair treatment at 
rollover (e.g. incorporate broad intent in original policy for use at a 5-year rollover point) 
5.6 Embed Loss Minimisation Principle in policy contracts 
Life Insurers should embed in policy contracts an obligation for claimants to undergo all necessary 
treatment and support to return to work, as reasonably required by the insurer. 
Subject to legal impediments, Life Insurers should embed in policy contracts incentives to notify the 
insurer of a claim within a reasonable period of incapacity commencing. 
5.7 Improve data quality 
The Actuaries Institute should issue specifications for data which are necessary to support 
sustainability and which insurers should gather. 
The FSC should include data requirements (as per specifications from Actuaries Institute above) in 
FSC standards. 
5.8 Improve communication of Pricing Philosophy 
Life Insurers should ensure their pricing philosophy is clearly articulated internally and signed off by 
the Board. 
5.9 Improve understanding of Level Premium business 
Life Insurers should conduct research as to current understanding and expectations of advisers and 
customers of Level Premium business, and include clear explanation and examples in Product 
Disclosure Statements, Annual Communications etc. 

 
We accept that consumer research is critical, however life insurance is a complex product, where 
they often rely upon advice to understand what they need.  There seems to be a total assumption 
that clients definitely want simpler and cheaper products.  The complication is that most clients do 
not fully understand the products that they have or the consequences of moving to a simpler and 
cheaper product.  There needs to be a sensible balance taken with such an exercise 
 
We do not oppose the development of products that are suited to different market segments, 
however we are not convinced that this will lead to clearer differentiation on benefits and costs, and 
it is certainly not clear to us that the DDO will support such a change. 
 
There is no question that simpler explanations of product coverage would be beneficial, however the 
relevance of this will depend upon the knowledge of the client.  Those who have a better 
understanding of the underlying products and the terms used to explain the products, will be more 
able to benefit from these simpler explanations. 
 
In terms of recommendation 5.3, it is important to note that the Sustainability Guide places a heavy 
emphasis on the Reference Product, so it is dependent upon support for the Reference Product.  The 
members of our joint associations taskforce have some major concerns with the Reference Product 
and therefore that complicates our thinking about the Sustainability Guide and therefore the 
benefits of utilizing it.  The framework is supportable, however this is positioning it as an all or 
nothing prospect. 
 
With recommendation 5.4, it is our view that the Reference Product is presenting overly restrictive 
controls on the level of benefits.  Whilst the APRA guidance was issued afterwards, the difference 
between what APRA have defined as the income replacement ratio caps and what the Actuaries 
Institute have proposed are not aligned.  We are concerned that some of these measures will simply 
turn people off these products.  Tight controls around benefit payments that reduce life insurer risk, 
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but also substantially reduce consumer demand, is defeating the purpose.  We also think that the 
Reference Product has too much focus upon return to work.  There are inevitably some claimants 
who simply are unable to return to work for fundamental health reasons.  What is proposed in the 
Reference Product is that they would have to survive on a much lower income replacement ratio and 
also having their benefits cut off at age 60, when they are still 7 years from the age pension.  We 
accept the objective of getting people to return to work, however, there is a flaw in punishing those 
who can’t return to work on the grounds of seeking to place more focus and incentive on returning 
to work. 
 
We also raise the important point about comparability with Group Super life insurance products.  At 
present individual advised products offer superior terms and features for clients when compared to 
the Group Super products.  These proposed changes will fundamentally change the market 
dynamics.  What broader consideration has been given to the impact of these proposed changes to 
the IDII product on other products and the market as a whole? 
 
The objective of avoiding long-term guarantees is in conflict with what consumers want from their 
income protection insurance.  The product that the Actuaries Institute is proposing through the 
Reference Product is very different to what is currently in the market.  It will take a lot of adjustment 
for the community to change their expectation. 
 
We support there being encouragement for clients to return to work and an obligation on clients to 
notify a claim within a sensible timeframe.  There needs to be balance in the expectation to undergo 
all necessary treatment, particularly in the context of who might be required to pay for it, and 
whether the treatment has risks and contains ethical considerations for some groups. 
 
We support the objective of better data on life insurance and claims and therefore support 
recommendation 5.7.  Where the industry can agree to these additional data quality measures, then 
it is appropriate for the FSC to give considerations to promoting compliance.  Whether this is via a 
formal FSC standard would be something for the FSC to consider. 
 
We support recommendation 5.8 on a clearly articulated pricing policy.  We question whether the 
intention is to explain this to consumers. 
 
The members of our joint associations taskforce have major concerns about the positioning of level 
premium products, particularly in the context of the large premium increases that have been 
experienced by level premium clients in recent years and particularly with IDII business.  The term 
“Level”, comes with a specific meaning and intent.  Often this is backed up by diagrams in the 
product disclosure statement that imply the same expectation.  The wording might imply a different 
message, however the client is already confused by the title and the diagrams.  This is not just a 
matter of improved understanding of level premium products, but also an improvement in the way 
that they are marketed and in the approach to applying premium increases. This also needs to be 
considered in terms of how existing legacy products are treated. 
 
In this chapter you have included a paragraph on Discounting Practices and described the impact of 
this, however there is no recommendation.  Whilst we accept that these discounting practices 
typically expose clients to significant premium increases in the second year, they also present major 
complications for financial adviser in preparing recommendations, when they might be comparing 
one product with an upfront discount against another that does not.  This is a huge point of 
frustration for financial advisers.   We strongly encourage the Actuaries Institute to recommend that 
life insurers discontinue all upfront and short-term discounting campaigns and practices across all life 
insurance products. 
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6.  Life insurance company governance and management of IDII 
 

Recommendations 
6.1 Review Board composition 
Boards should review their capabilities and bolster life insurance experience to target at least two 
or three directors with deep operational life insurance experience (recognising that this should not 
come at the expense of appropriate Board diversity); or ensure regular Board access to independent 
expert advice. 
6.2 Review Board information 
Boards, Actuaries, CROs and CEOs should adopt the Sustainability Guide, including Heat Map and 
assessment against Reference Product, and incorporate in formal reporting to the Board. 
6.3 Shift focus to customers 
Boards, Actuaries, CROs and CEOs should shift Life Insurer focus (via reporting, performance, 
remuneration etc) to obligations to customers – product, services and practices – over the long 
term. 
6.4 CEO and Management Accountability 
Boards should hold management to account for long term performance, hold formal post-
implementation reviews for at least 5 years after significant product changes and ensure 
remuneration reflects uncertainties (with reference to the Sustainability Guide). 

 
We support the proposal to have adequate life insurance experience on life insurer boards.  This 
seems a sensible recommendation for businesses in the life insurance industry, however we have not 
seen any data on the composition of current boards.  There is a need for greater clarity on “deep 
operation life insurance experience”, and it is important to ensure that there is diversity in this 
operational experience.  It might not be the case that a Board could have a number of people with 
life insurance actuarial product experience, to the neglect of other important life insurance 
experience.  We would encourage experience across the value chain, including in the advice side of 
the life insurance market. 
 
As discussed above, we support the model where the board has access to structured information 
that provides insight into the operations of the life insurer, however we have some major 
reservations about the Reference Product, and therefore a framework that marks everything relative 
to the Reference Product presents complications for us. 
 
We support the focus upon customers that is articulated through recommendation 6.3. 
 
We also support the Boards holding management accountable for long term performance, along with 
having strong governance arrangements around comprehensive reviews of significant product 
changes.  This is a matter of good corporate governance and should therefore be supported.  We do 
once again highlight our concern that the linking of remuneration to the Sustainability Guide is also 
aligning with the Reference Product, which we have strong reservations about. 
 

7.  Regulation and the Law 
 

Recommendations 
7.1 Produce examples of application of Best Interest Duty (BID) 
To help insurers, rating houses and advisers, ASIC should produce examples of application of BID, 
including the trade-off of features and price, for IDII (and other life insurance) and include in RG 
175. 
Pending ASIC provision of examples in RG 175, the Actuaries Institute, FSC and FPA/APA should 
produce examples of application of BID for IDII (and other life insurance). 
7.2 Consider this report in deployment of DDO 
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ASIC should consider this report and its recommendations, how DDO may be deployed to address 
existing issues and advise industry accordingly. 
7.3 Maintain APRA intervention 
APRA should maintain the current intervention until such time as industry demonstrates a sustained 
improvement in practices and outcomes. 
7.4 APRA should set expectations regarding the Sustainability Guide and monitoring 
APRA should set expectations that insurers should either implement the Sustainability Guide 
(including use of the Reference Product) or put in place equally effective alternatives. APRA should 
also report back to each insurer their relative position vs peers. 
7.5. Review of the Life Insurance Act 1995 fitness for purpose 
Treasury and APRA should review the Life Insurance Act fitness for purpose. 
7.6. Improve understanding of s48 of the Life Insurance Act 1995 
The Actuaries Institute should conduct training and discussion sessions on implications of s48 for 
IDII product design and pricing. 
7.7. Review legislative impact of rehabilitation costs 
Treasury should review relevant legislation after considering proposals in the relevant FSC 
submission and other consultation with industry. 

 
We support the recommendation for the inclusion of examples on the application of the Best 
Interests Duty, however it is less clear to us how this will directly assist insurers.  We are also unsure 
what the direct link is to rating houses.  More specifically, we believe that enhanced guidance will be 
needed in the context of providing advice to move from a pre-APRA intervention IDII product to a 
post 1 October 2021 product.  Guidance might be needed in the meantime, where a product 
replacement scenario involves the loss of agreed value cover.  We believe that these cases will be 
particularly difficult for financial advisers, where they will need to trade off uncertainty about the 
expectation for premium increases against greater uncertainty about the new product and the 
prospect for changes to this product in the future. 
 
It is not obvious to us how this report will influence the implementation of the Design and 
Distribution Obligations.  Neither is it clear to us in what way ASIC should take this report into 
account.  DDO is focused upon the sale of new products, so it is also not clear how DDO may address 
existing issues in life insurance. 
 
We note the recommendation that APRA should maintain the APRA intervention measures, however 
we are also conscious that some of what has been recommended by the Actuaries Institute is 
inconsistent with the APRA intervention.  One example would be income replacement ratio caps. 
 
In terms of recommendation 7.4, we question whether it is the role of APRA to endorse the 
Sustainability Guide and then by direct connection the Reference Product.  The whole proposition of 
the Reference Product is something that we suspect may present issues in terms of anti-competitive 
behaviour, and by APRA endorsing the Sustainability Guide, they would be endorsing a Reference 
Product that will directly limit variation in the market.  It will also likely limit product innovation.  We 
also question whether it is the role of APRA to report to the life insurers, their position relative to 
peers. 
 
Whilst we do not oppose a review of the Life Insurance Act 1995, we have serious reservations about 
making changes to the Act in a way that could be disadvantageous to consumers of life insurance 
products, and particularly existing clients.  We should also keep in mind that changes to the Act will 
impact all products and not just IDII products.  The recommendation for the Actuaries Institute to 
undertake training on Section 48 of the Life Insurance Act 1995 is only relevant if there is a lack of 
awareness of the requirements, which we do not believe is the case, or there is going to be change 
made to that Section.  Why do you believe that it is necessary to undertake training on this section of 
the Act alone?  If changes were made to the Life Insurance Act 1995, this would not take effect until 
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after the APRA Intervention measures come into force and this would represent a third batch of 
major reforms.  We are concerned about regulatory overload. 
 
The members of our joint associations taskforce are supportive of the Government considering the 
role that life insurers can play in the rehabilitation process, including payment of rehabilitation costs.  
We should however remind the Actuaries Institute that seemingly this report has been prepared on 
the basis of an assumption that this part of the law will be changed, and it may not be appropriate to 
make such an assumption. 
 

8.  Financial Advice 
 

Recommendations 
8.1. Produce examples to support adviser interpretation of BID 
See Recommendation 7.1 
8.2. Make amendments to the product ratings process 
Rating houses should amend the product ratings process such that: 
1. The contribution of a feature to the rating is proportional to its value to the customer (in terms 
of claims payments). 
2. In support of (1), rating houses require that insurers provide evidence of the value of all new 
features to the product. If evidence is not forthcoming, then provide no/ low value in the ratings. 
3. Rating houses discuss with the insurer their approach to the Sustainability Guide, form a view on 
their commitment to it and take this into consideration in the value score of features. 
4. Rating houses encourage advisers to place a greater weight on long term product cost on the 
assumption that the consumer may be unable to switch product. 
The FSC should publish claims data so that advisers can understand the relative value to customers 
of different benefits and definitions. 
8.3. Issue guidance to Insurers regarding rating use 
In the absence of any regulation of rating houses, ASIC should issue guidance to insurers and 
advisers on appropriate use of ratings in communication and promotion of products, and in advice 
to customers, to ensure a fair and effective system.  

 
As discussed above, with respect to recommendation 7.1, we support the suggestion of more 
examples on the application of the Best Interests Duty, particularly in the context of the implications 
of the APRA intervention and the fundamental differences that will exist between the existing 
products and the new products. 
 
In terms of recommendation 8.2, we agree that rating houses should place importance on long term 
pricing stability.  It is not a matter of the rating houses encouraging advisers to place a greater weight 
on long term product cost.  If this is built into the rating system, then financial advisers will 
necessarily need to take it into account.  Inevitably we expect that this needs to be assessed on the 
basis of history and not a prediction of the future, which is presumably proposed would be done 
based upon compliance with the Sustainability Guide.  This seems to be another mechanism of trying 
to tie the Sustainability Guide and the Reference Product into an unrelated business process.  Rating 
houses rate products on the basis of value to the client, not compliance with an Actuaries Institute 
document.  We accept that all ratings should be on the basis of evidence. 
 
APRA already publishes claims data at the life insurer level, so it is not clear why the FSC would need 
to commence doing this, nor what would be different with their claims data. 
 
With respect to recommendation 8.3, we question how ASIC can provide guidance to rating houses 
when they are not regulated.  We also question whether it is practical for ASIC to issue guidance on 
the ratings process that would be meaningful to customers of life insurance.  We are not clear on 
what you are proposing with respect to this guidance. 
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Under the Commissions heading on page 35, you have suggested that the Life Insurance Framework 
(LIF) came into effect at the start of 2020.  This is incorrect.  The LIF came into force from 1 January 
2018, and the upfront commission rates were reduced by the final increment to 60% (plus GST) on 1 
January 2020.  The impact of LIF has already been well and truly felt by both life insurers and 
financial advisers.  This reform, along with declining financial adviser numbers, has already had a 
substantial impact upon new business volumes. 
 
Whilst the Royal Commission did make a recommendation on life insurance commissions, which was 
to support the already planned ASIC review of Life Insurance advice in 2021, there were very few life 
insurance cases considered during the Royal Commission. 
 
We note the following statement in the section on Commissions: 
 

Notwithstanding this, a number of interviewees mentioned commission as a driver of 
problems, as the commission system encouraged more complex, expensive products. 

 
We strongly reject these assertions and therefore request that you provide more context to these 
claims.  Under the LIF, there is a cap on commissions, that means that financial advisers get paid 
roughly the same amount, no matter what product they recommend.  The claim that commissions 
under LIF is a driver of problems does not include any evidence or data.  We note that a review of LIF 
is to be completed by ASIC in 2021, so any evidence should be provided as part of that process.  The 
suggestion that it encourages more complex and expensive products also lacks substance, as 
financial advisers need to comply with the best interests duty.  Financial advice is subject to rigorous 
legislation and stringent supervision and monitoring, along with rising education standards and a 
Code of Ethics.  It is easy to include unsourced allegations like this, however it is not appropriate or 
fair on financial advisers to do this. 
 
We are disappointed that the Actuaries Institute, who have provided such broad ranging input, have 
declined to make any comment with respect to life insurance commissions.  Put simply, if 
commissions were further reduced or removed, this would fundamentally impact the cost and 
availability of financial advice on life insurance for consumers and also the number of financial 
advisers who were willing to operate in the life insurance space and who felt that it was economically 
viable for them.  Based upon recent numbers, the individual advised channel represents over 50% of 
life insurance premiums.  The loss of the financial adviser channel would have a devastating impact 
upon the life insurance sector.  We are disappointed that the Actuaries Institute have made no 
comment on the importance of the retention of commissions and only chose to include a statement 
that some unnamed people, who were interviewed, believe that commissions are a driver of 
problems. 
 
9.  Underwriting and Claims Management 
 

Recommendations 
9.1 Life Insurers should engage more effectively with GPs in claims 
management 
Life Insurers should: 
● Request factual medical information from the GPs only e.g. treatment plan, 
current stage of treatment, how patient is responding; 
● Use assessments from occupational physicians, occupational therapists and 
other specialist practitioners in assessing a claimant’s function and capacity 
to work; 
● Through claims assessors, retain ownership of the decision regarding payment 
of claim. 
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9.2 Make more effective use of experts in claims management 
Life Insurers should: 
● Develop clear guidelines for the use of subject matter experts by the claims 
function and incorporate these into claims competency frameworks; 
● Collect sufficient data to monitor use of experts and impact they have on claims 
outcomes and claimant’s experience; 
● Ensure claims assessors retain ownership of the decision regarding payment of 
claim. 
9.3 Improve the way claims information is sought from the medical 
community 
The FSC should adopt a standard form across the industry to collect medical information and 
developed in conjunction with the medical community. 
9.4 Develop Industry financial and occupational underwriting 
benchmarks 
ALUCA should develop an industry underwriting benchmark (as a risk management tool for life 
insurers) to cover financial and occupational underwriting topics such as: 
● Potential for overlap in different types of living benefit covers (e.g. IDII, critical 
illness and TPD); 
● Underwriter focus on job duties (rather than job title); 
● Revalidation of policyholder financial and occupational details at least every five years. 
Life Insurers should adopt the Sustainability Guide and assess their current practices against 
the industry underwriting benchmark. 
9.5 Improve underwriting and claims data 
Life Insurers should: 
● Develop a strategy for underwriting and claims data, including identifying gaps in 
current practices and develop action plans accordingly; 
● Implement a dashboard of claims and underwriting data for monitoring by the 
Board. 
9.6 Focus on return to work and lift rehabilitation 
Life Insurers should: 
● Focus on supporting customers to return to work, and intervention should be as 
soon as possible after the sickness or injury occurs; 
● Make more use of rehabilitation support, invest in understanding the most 
beneficial rehabilitation methods and incentivise early reporting of claims. 
9.7 Develop the claims management profession 
Life Insurers should: 
● Work with ALUCA and ANZIIF to develop a minimum industry wide qualification 
standard for claims assessors, including ongoing continual professional 
development requirements; 
● Develop competency frameworks for the different roles within their claims 
management functions; 
● Perform regular assessments against their competency framework as part of 
ongoing quality assurance processes and address gaps as identified. 
9.8 Simplify the claims ecosystem 
Life Insurers should engage with other stakeholders in disability support systems (e.g. Workers 
Compensation, certain vehicle Insurance schemes such as Compulsory Third Party, National 
Disability Insurance Scheme, Disability Support Pension, superannuation etc.) to identify 
opportunities for improvement and simplification, particularly when a claimant transitions 
between different disability support systems. Possible areas to explore would include 
standardised claims forms and sharing of common information (subject to privacy and consent 
considerations). 
9.9 Improve claims resourcing 
Life Insurers should: 
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● Review or develop claims case-load targets and specify required actions and 
reporting when case-loads are beyond target levels; 
● Develop ways for the industry to grow the population of claims assessors (such as 
by partnering with ALUCA and ANZIIF). 
The FSC (consulting with ALUCA) should develop case load benchmarking for the industry. 

 
We agree with Recommendations 9.1 and 9.2, however we make the following important points: 

• It is essential that independence and objectivity is maintained.  Where a medical specialist 
obtains a sizeable proportion of their work from the one insurer, they have a fundamental 
and material conflict of interest.  Personal relationships between the assessor and the 
specialist could contribute to this problem.  Where an insurer selects a medical specialist on 
the likelihood of the assessment outcome, this is inappropriate.  There are important issues 
to be managed for both the insurer and the medical specialist. 

• With respect to these independent medical assessments, it is critical that they are not 
excessively demanding.  We are aware of cases that could last for 3 to 4 hours.  Such an 
assessment will be very challenging for a claimant and may work against their recovery, 
particularly where mental health factors may be involved. 

 
It is critical that controls are in place to manage these issues of independence and appropriate 
treatment of the claimant.  It may be that there needs to be caps placed upon the number of jobs 
each specialist does, or reporting on percentage of cases that they recommend in favour of the 
claimant.  It is important that everyone has confidence in the fairness of this assessment process. 
 
Independent medical specialists should be assessed based upon the quality of their work and not the 
likelihood of a specific answer.  Further consideration should be given to measures to allocate this 
work in a manner which promotes the right decisions and treats all parties fairly. 
 
It is important to retain a constructive ongoing relationship with the GP, who is likely to have useful 
insight into the claimant’s situation and prospects for recovery. 
 
In terms of recommendation 9.3, we would support the adoption of standard forms wherever 
possible and sensible. 
 
Subject to our concerns about the Sustainability Guide and the Reference Product, we are broadly 
supportive of Recommendation 9.4. 
 
We support the proposal to improve claims data, however, this is ultimately a decision for the life 
insurers, and we would doubt that this could or should be an industry wide initiative. 
 
With respect to recommendation 9.6, The members of our joint associations taskforce support 
sensible measures to encourage claimants to return to work, however, we are conscious that there 
are presently limits on the role that life insurers can play in the provision of rehabilitation services.  
This is a sensitive area that has recently been considered by a Parliamentary Joint Committee on 
Corporations and Financial Services inquiry and they recommended against making changes.  It 
would be wrong to assume that legislative change in this area will be easy. 
 
We make the point that early intervention is often very beneficial for mental health claims, however 
this intervention needs to be by appropriately qualified psychologists or psychiatrists.  It is unlikely 
that this is a role that should be played by claims assessors, where the risks of negative outcomes is 
an important factor.  The claims process and reliving the factors that have caused the mental health 
condition can be damaging for the claimant, and this needs to be carefully managed. 
 
We support the recommendation for the development of the claims management profession. 
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Whilst we note the recommendation on simplifying the claims ecosystem, we suspect that life 
insurers have enough to focus on at this point in time, and this recommendation may be something 
that would not be prioritised. 
 
The management of claims resourcing is a matter for the life insurers, and whilst we would support 
improved claims resource management systems, this is a matter for the life insurers.  There is a limit 
to the extent that these operational matters can be approached on an industry wide basis. 
 
10 Risk Management 
 

Recommendations 
10.1 Ensure adequate support for breadth of CRO role 
Boards should ensure CRO job descriptions and practices should clearly cover all risks. In 
addition, CROs, Appointed Actuaries and other executives in a life insurer should develop 
protocols for working together to ensure a comprehensive and holistic approach to IDII 
business risks. 
10.2 Ensure CROs deal with long term risk and uncertainty in IDII 
CROs should apply second line oversight of implementation of the Sustainability Guide 
(including heat map and sustainability index) and to use it to help assess risks and 
uncertainties. 
Life insurers should review the responsibilities of their Appointed Actuaries and CROs to 
ensure that the combined expertise of the disciplines is effectively deployed and appropriately 
supported by other executives. 
10.3 Collaborate to share good practice for life insurer risk management 
The FSC should establish a forum for CROs for regular sharing of best practice across the life 
insurance industry. 

 
We would have assumed that the job description for Chief Risk Officers already did cover all risks 
that apply to a life insurer.  We would also support the recommendation of the key executives 
working together to ensure a comprehensive and holistic approach to IDII business risks.  We would 
assume that this was already a business objective. 
 
As discussed above repeatedly, we have major reservations about the Reference Product and 
therefore the application of the Sustainability Guide, and thus we struggle with recommendation 
10.2.  We would have assumed that life insurers would have already reviewed the responsibilities of 
their Appointed Actuaries and CROs to ensure that the combined expertise of the disciplines is 
effectively deployed and appropriately supported by other executives.  This seems like somewhat of 
a motherhood statement. 
 
The recommendation for the FSC to establish a CRO forum is sensible, however, this is up to the FSC 
and the CROs to implement. 
 

11.  Actuaries’ Professional Obligations 
 

Recommendations 
11.1 Actuarial advisors to be explicit about uncertainty 
Appointed Actuaries, Pricing/Product Actuaries and Chief Actuaries should ensure that their 
advice is clear about the level of uncertainty inherent in the product and what actions are 
required to reduce uncertainty over time. This includes: 
● Ensuring that CPS320 advice explicitly discusses key uncertainties and 
articulates what the organisation would need to do to manage those 
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uncertainties; 
● Applying the actuarial control cycle to the management of uncertainty over time; 
● Ensuring the Financial Condition Report (FCR) comments on managing 
uncertainty and on Sustainability Assessments (see Sustainability Guide); 
● Adopting good practice for ‘pricing for uncertainty’ as detailed in the 
Sustainability Guide; 
● Articulating the consequences for consumers of accepting uncertainty into the 
product design and pricing (see the Sustainability Guide); 
● Carefully considering and quantifying where possible tail risk/uncertainty and use 
of plausible but extreme scenarios in advice to management and Boards, as well 
as considering implications for pricing, reserving, capital stress margins etc. 
The Actuaries Institute should develop and implement training and guidance in the above. 
11.2 Increase Appointed Actuary oversight of claims and underwriting standards 
Appointed Actuaries should use their authority as Appointed Actuary to ensure that the 
company provides them with information on all changes in claims and underwriting practices 
as they occur. 
Appointed Actuaries and Pricing/product actuaries should formally consider implications of 
any such changes for pricing, reserving, capital stress margins etc. 
CEOs should mandate communication of changes in claims and underwriting practices to 
appropriate product/pricing governance bodies and also the Appointed Actuaries. 
11.3 Improve pricing for uncertainty 
The Actuaries Institute should adopt and promote the Discussion Note: Analysing Disability 
Income and Setting Assumptions. The Actuaries Institute should also consider upgrading the 
status of this Discussion Note. 
The actuarial control cycle should be embedded as set out in the Sustainability Guide. 
11.4 Clarify respective roles of CRO and Appointed Actuary 
The Actuaries Institute should develop guidance for Appointed Actuaries to work with CROs, 
including potential overlap of responsibilities. 
11.5 Improve training and development of Appointed Actuaries 
The Actuaries Institute should provide Appointed Actuaries with ongoing guidance/training 
sessions on communication and influencing skills, how to work with senior management and 
Boards, etc., with support of senior actuaries in the profession. 
The Actuaries Institute should facilitate mentoring of Appointed Actuaries by senior actuaries. 
Appointed Actuaries should use their authority as Appointed Actuary to ensure that the 
company provides them with information on the broader market environment and broader 
business deliberations for consideration in significant decisions and recommendations. 
Insurers should have in place appropriate communication to share this information with 
Appointed Actuaries so that they can provide their advice within the wider business context. 
11.6 Improve organisational and cultural environment 
CEOs and Boards should establish processes to ensure Appointed Actuary views, reasoning 
and insights are properly aired, heard and thoroughly considered in significant decisions. 
The Board, Chair of the Board, or Chair of the Risk Committee should have regular meetings 
with the Appointed Actuary without management present. 

 
The recommendations with respect to Actuaries Professional Obligations seem sensible.  We do not 
believe that we can add anything to these recommendations. 
 

Sustainability Guide 
 
We understand the need for a Sustainability Guide, and fully support the level of accountability 
required of Life Insurers and their Boards.  What is very clear is that this Sustainability Guide and the 
Reference Product are highly interrelated.  It is the Reference Product that is at the center of the 
Sustainability Guide, with all product design features and operating model considerations measured 
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relative to the Reference Product.  However, from our perspective there are a number of aspects to 
the Guide and the Reference Product that we believe will jeopardise the future of IDII as a valuable 
insurance protection product. 
 
We will start with the positive, the Sustainability Guide delivers the following outcomes: 

• Improved management controls of life insurance operations. 

• Improved understanding of uncertainty and risk. 

• Improved data and data analytics. 

• Careful and deliberate review of experience. 
 
All these things are very positive, and no doubt should have been in place prior to this point.  We are 
however deeply concerned that the Sustainability Guide is a means to apply centralised control 
across the industry with respect to product design.  It is difficult to deny that if all life insurers are 
required to assess any variation from the Reference Product and justify this both internally, with 
their boards, and also potentially externally, then one fundamental outcome will be a high level of 
alignment with the Reference Product.  We question whether this is the correct outcome in a market 
economy, where the focus should always be on the customer. 
 
A particular concern is the fact that this Guide is primarily and almost exclusively focused only at the 
on-sale individual advised products.  It is noted that it is intended to be usable for other channels, 
product lines and the insurer’s in-force portfolio.  We question this basis for almost complete focus 
on the individual advised product, and how this might work in practice, if there are tight controls on 
one product line alone and yet greater freedom and flexibility with other products.  We should not 
disregard the profitability challenges that insurers face with the Group Super product line, that is 
highlighted by some substantial premium increases in recent times.  In our view, this single channel 
focus is a distortion of the market and will ultimately be prejudicial to the individual advised market, 
offering significant competitive advantage to the Group Super channel. 
 
This outcome seems to be at odds with the overall objective of providing more certainty and stability 
of premiums for customers.  It is evident that where the focus is only on on-sale products, as is the 
case with the Guide, an insurer can merely close a product and then apply a different methodology, 
which might include forcing the existing, possibly uninsurable customers to endure prolonged and 
sustained premium increases and not receive any benefit upgrades. 
 
The Reference Product sets a very low basic product floor, and will work as a strong elastic band to 
prevent substantial movement away from that floor, substantially limiting the ability for insurers to 
provide products that are innovative and designed to meet the needs of consumers. 
 

Detailed Feedback 
 
Section 4.3.1 states that “the Reference Product has maximum entry ages”.  We do not recall there 
being any mention of a maximum entry age in the Reference Product, and we would oppose this, 
should it be suggested.  We ask that you check this apparent inconsistency. 
 
While we accept the underlying premise that IDII products should be a means to support a client and 
to assist them to return to work, there needs to be a balance.  The underlying focus appears to be 
too much about returning to work.  Section 4.3.2 requires a claimant to receive regular 
communication on return to wellness / work expectations at least every 6 weeks following 
acceptance of the claim.  This would be extremely distressing for a claimant to receive in the event 
that they are suffering a terminal illness or if it was received by the family member of a person in a 
coma, following a motor vehicle or industrial accident.  Reputationally this would only serve to 
reinforce the consumer view that insurers are insensitive and only trying to stop paying the claim. 
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Section 4.4 talks about uncertainty and the objective of reducing uncertainty.  We should remind you 
that this is the purpose of life insurance for consumers and that the objective is to find a sensible 
balance and not to simply seek to reduce uncertainty for insurers by increasing uncertainty for 
consumers.  We acknowledge that uncertainty impacts upon cost, however once again, there needs 
to be a sensible trade-off between product quality and cost.  There is little point in financial advisers 
only having access to a low quality product, if this does not align with the community need. 
 

Example Impact Rating for Variations 
 
We note the factor in table B.4.1 on product design about partial benefits without total disability.  
We have raised the question below under the Reference Product about whether partial disability 
benefits would be available in the absence of first having experienced total disability.  We think that 
this is very important for people with degenerative conditions and this reference in B.4.1 concerns 
us. 
 

Sustainability Guide Conclusion 
 
We support the recommended improvements in terms of management controls, governance, data 
analysis and accountability.  We think that there is substantial benefit in doing this.  We do not 
however believe that this should be achieved by the expression of a very basic product that is then 
used as the industry benchmark to assess all product designs and operational controls against. 
 
While the overall premise of the Sustainability Guide is about sustainability, which we support, 
however, we feel the focus is far too much on protecting the insurers from themselves and not 
necessarily delivering a good overall outcome for the consumer. 
 

Reference Product 
 
We have addressed our response to the Reference Product on the basis that this is a single Reference 
Product design that would be applied across the entire industry and need to be considered by all life 
insurers, rather than something that would be separately developed by each life insurer. 
 
We have set out our feedback on the Reference Product under the sections in the document  
 

Introduction 
 
We note the first point that is made under Key Background Points that the Taskforce has adopted a 
consumer lens in this work.  As we have set out below, we strongly disagree with this.  It seems to be 
based upon the assumption that clients care more about the cost of insurance than they do about 
the quality of the cover.  We do not agree with this view. 
 
It might be beneficial to explain that it would be highly unlikely that a financial adviser could 
recommend that an existing IDII client could transfer into a product like this one.  This simply would 
not be in the best interests of the client. 
 
As an overall point, we suggest that the Reference Product should explain worked examples to 
clearly set out how each of the key elements work. 
 
At present, the majority of financial advisers provide claims support and services to their clients for 
no additional payment.  This is covered out of the renewal commissions that they receive across all 
ongoing clients.  It is likely in the context of the changes that are proposed to the IDII product under 
this report, that the renewal commissions would decline significantly, and financial advisers may no 
longer be able to cover the cost of claims services out of renewal commissions.  This would also be 
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disadvantageous for clients if they need to start paying for ongoing claims support.  One thing that is 
clear is that clients would need more ongoing adviser support during a claim under these proposals, 
not less. 
 

Total Disability Definition 
 
In terms of existing clients, it is not realistic for a financial adviser to recommend moving from an 
existing product to a product with this definition of total disability.  The cost saving would need to be 
substantial and would still only work for those clients who had serious cash flow constraints. 
 
The limitation of own occupation to just two years is unreasonable.  In the case of a medical 
specialist who has spent a decade training to reach their level of expertise, if they were no longer 
able to work as a specialist, and were forced to work as a GP, then this would involve a huge 
reduction in income.  Is this reasonable and is this what they were paying for when they took out the 
cover? 
 
The removal of the hours based definition is highly disadvantageous for self employed people.  We 
struggle to see how this model will work for a small business owner, and the impact of this on the 
value of IDII cover for these clients. 
 
A total disability definition of this nature would force financial advisers to consider options like only 
recommending a two year benefit period and then use TPD cover to better allow for long term 
benefits.  There is too much uncertainty with the capacity to work test. 
 
How would a reasonable request to participate in rehabilitation and/or retraining be assessed?  
What happens if the employer refuses job modification?  How is the imbalance of power between 
the insurer and the claimant going to be managed in some of these determinations? 
 
This proposal seems to assume that law change will allow insurers to play a great role in 
rehabilitation.  At present this is not the case. 
 
We believe that this proposal has got the balance wrong between the objective of encouraging 
claimants to return to work and providing a product that will meet the needs of consumers.  Whilst 
this might make it more sustainable in the short term, it is not likely to be attractive to consumers. 
 

Basic Sum Insured – Income Replacement Ratio (IRR) 
 
We note that the recommended IRR is totally inconsistent with the APRA direction, which is 90% for 
the first six months and 70% from that point onwards with no maximum payment cap.  What has 
been proposed here is significantly different to APRA and at a much lower level. 
 
Benefits at this level could potentially force a client to sell their home to clear debt, access cheaper 
schooling for their children and force a significant reduction in lifestyle after only 6 months off work.  
This is not an incentive to return to work, but rather a stick, forcing them to return to work when 
they are most likely not medically ready to attempt it, simply to preserve their lifestyle. 
 
This proposal is highly disadvantageous to high income earners.  It is necessary to appreciate that 
they too have expenses to cover, including mortgages and school fees to pay.  Someone on an 
income of $500,000pa, would end up with a benefit of $244,000pa, which is less than half of their 
pre-disability income.  Whilst this might provide a strong incentive to return to work, if they are 
unable to, then it would inevitably cause huge restructuring and mental stress.  What evidence does 
the Actuaries Institute have to suggest that high income clients are a sustainability problem, 
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particularly when they are paying much more for their cover?  We think that this is taking the return 
to work principle far too far. 
 
We support the inclusion of super contributions in addition to the cap and agree that it should be 
paid into a super fund. 
 
We support the proposal for a 6 month top up, although note that it is still only 75% of pre-disability 
income. 
 

Partial Disability 
 
We seek clarity that a client would not be expected to have first qualified for total disability before 
applying for partial disability.  One example where this would be relevant is a progressive condition 
like MS.  In such a case, how would their capacity to work be assessed? 
 
The explanation of the benefit payment seems to be unnecessarily complex and would benefit from 
an example. 
 
We also put forward the question as to how the benefit is calculated for someone on partial disability 
who is being assessed under the any occupation method where their current part time employment 
is at a much lower income level than was the case prior to the disability event.  We believe that the 
partial benefit should be paid at the rate that would have applied pre-disability. 
 

Income Definition 
 
We are quite concerned about how the focus on personal exertion income may work for small 
business owners, as their return from working in the business was often a combination of a salary 
and a distribution of the profits.  This could work to the effect of a significant negative impact for 
self-employed/ small business owners.  This is likely to make claim time very challenging for the self-
employed and small business owners.  What will happen if a self-employed / small business owner 
cannot obtain a contractor to replace them? 
 
The members of our joint associations taskforce strongly opposed the definition of pre-disability 
income in the initial APRA Intervention proposal, where it was based upon the time of claim or the 
last 12 months.  We were pleased to see that in the final Intervention letter they allowed for greater 
flexibility for people who do not have a predominantly stable income.  It is disappointing that the 
Actuaries Institute have suggested that it be limited to the previous 12 months.  It is clear from the 
bushfires and the COVID 19 crisis, that such an outcome is unreasonable, particularly to small 
business owners.   
 
Our preferred position is the best 12 months over a 36 month period, to take account of those 
businesses that are highly variable, such as farming.   
 
We note some allowance in exceptional circumstances for a different period to average the income.  
We do not accept that this should be limited to exceptional circumstances. 
 
We also oppose the suggestion that pre-disability income should be limited to 40 hours.  Whilst this 
might not pose a problem for salaried employees, who get the same pay no matter the number of 
hours, however this could be a big issue for people who work two or more jobs and the many small 
business operators who work much longer hours.  We question how this could be monitored in any 
case.  Will someone who normally works 60 hours a week, be entitled to two thirds (40/60) of 60% of 
their pre-disability income? 
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We also strongly disagree with the suggestion that variable annual bonuses should only be included 
where there is a genuine history of the payment and seemingly limited to 20% of regular income.  
This does not reflect the reality for many people. 
 

Benefit Offset and Income Tax 
 
We have no feedback on this provision. 
 

Indexation 
 
Whilst we do not support material annual indexation adjustments, that are well above CPI, and 
particularly now, in a low wage growth/CPI environment, we still believe that there should be 
provision for sensible indexation in benefits.  
 
Given that cover is on an indemnity basis, we do not support a restriction on a moderate annual 
increase in the benefit either by AWOTE or CPI.  In the absence of this, it would be possible for the 
benefit to lose connection with the client’s actual income.  This is of course compounded by the 60% 
income replacement ratio. 
 
We do not support the restriction on claims indexation, as the cost of living increases as much for 
people on claim as it does for people in the general population.  We also see no need for the 
additional limitation on people aged 55 and over.  This is seemingly age discrimination.  How would 
this work in the case that CPI was less than 2%? 
 

Parental Leave and Sabbatical Adjustments 
 
We do not support the proposed three month limit on own occupation.  This will disproportionately 
impact women and this seems quite unreasonable for someone on maternity leave.  We do not 
believe that it is appropriate to discriminate against mothers on maternity leave.  This could lead to a 
mother, who has experienced a claim event, being forced to seek alternative employment under the 
ETE definition.  This might also cause additional mental stress at a time that is already challenging for 
many new mothers.  We suggest that there is no reason for a different treatment in this case.  It 
should be the same as for other clients. 
 
The proposal to suspend cover from 12 months is also likely to disadvantaged mothers who have 
extended maternity leave. 
 

Benefit Periods and Waiting Periods 
 
We question the fairness of preventing people over the age of 60 to have access to IDII, when they 
still have seven years until they are eligible for the age pension, and there is an increasing trend for 
Australians to work longer into their “retirement”.  Further, we question what consideration has 
been given to Australians who may not have sufficient superannuation to fund themselves for the 
remainder of their life.  Finding employment at that age, after a period on claim is quite unlikely.  
This seems to be for the reasons of encouraging people to return to work, however this is likely to be 
impossible for many longer-term claimants.  This proposal is inconsistent with the suggestion that 
this has been developed through the customer’s lens. 
 
The Government has previously proposed increasing the age pension age to 70, and there is often 
debate about increasing the preservation age, which would limit access to super to cover the 
complete loss of income at the age of 60.  Both issues pose a challenge for this proposal. 
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We also question the evidence for the waiting period being limited to 180 days.  This counts against a 
strategy of using a two-year benefit period with a Group Super product and then a longer waiting 
period product as a risk plan in the event of extended inability to work.  We cannot see how a longer 
waiting period is inconsistent with a return to work purpose.  It simply means that they are much less 
likely to claim, and if they are waiting for that long, then it is not a way to work around the system.  
There are very few consumers who would have sufficient sick leave or other capital to maintain their 
financial position over this long a waiting period, suggesting that this is a lower cost risk management 
strategy, rather than a factor limiting their inventive to return to work.  Again, this suggests a lack of 
consideration of consumer needs. 
 

Updating Contract Terms at Regular Intervals 
 
As we have done with respect to the APRA intervention, we question the appropriateness of the 5 
year contract refresh.  This is challenging a key fundamental of the retail advised market, that cover 
is guaranteed renewable.  Whilst a review of income and occupation may be reasonable, and we 
agree that medical should be excluded, the focus on pastimes, makes this a very comprehensive 
review exercise. 
 
How is the assessment of whether the client is being treated fairly going to be undertaken?  This is 
concerning in the context of the significant power imbalance between the life insurer and the client. 
 
We seek clarity on how this requirement may work for someone who is on parental or sabbatical 
leave at the time of the 5 year refresh, or someone who is on claim at this time.  If they are treated 
as being on home duties at this time and unable to obtain cover then this would rule out the ability 
to have cover guaranteed independent of health status. 
 
There will be a lot of work for the financial advisers in assisting their clients through this 5 year 
refresh process.  It is important that there is a mechanism for them to be appropriately remunerated 
for doing this work. 
 

Recovery Management Plan, Rehabilitation, Retraining 
 
Whilst we support the objective of returning the claimant to work, this needs to be implemented in a 
sensible and balanced manner. 
 
We are concerned that it would be too easy for the life insurer to form an opinion that the claimant 
has not actively participated in the recovery management plan and could therefore have the benefit 
turned off.  For such a model to work, there would need to be more clearly defined expectations and 
access to some sensible advanced notice and appeals process. 
 
We also make the point that a one size fits all approach is not appropriate and certain clients, 
particularly those who have associated mental health conditions, will need to be treated carefully. 
 

Ancillary Benefits 
 
There is an assumption that it will be legally permitted that life insurers can reimburse expenses, 
including rehabilitation costs. 
 

Coverage for all Causes 
 
We have no specific feedback on this provision. 
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Whole Person Permanent Impairment Test 
 
We would like to see a better explanation of how this would work and how the percentages have 
been calculated. 
 
It is unclear to us how this test would be applied. 
 
 

Concluding Remarks 
 
We thank you for the opportunity to provide feedback on the Actuaries Institute report on Individual 
Disability Income Insurance.  We welcome the work that the Actuaries Institute has done to find a 
path forward for the life insurance industry with respect to addressing the problems with 
sustainability in the IDII market.  We support a number of the element of your report, however, we 
have some fundamental concerns about the Reference Product, which we believe will deliver 
significantly reduced outcomes for clients and seems to work against the interests of people who 
experience a genuine IDII claim and are unable to return to work. 
 
We are also deeply concerned about how the report links the sustainability Guide and the Reference 
Product to many different elements of the proposed model, which we cannot support. 
 
From our perspective, the starting point with this exercise is the Reference Product.  As we do not 
believe that this is in the interest of consumers, we therefore cannot support the overall package.  
We believe that it is critical for the Actuaries to reconsider the Reference Product, before seeking to 
move forward with this reform proposal. 
 
We welcome further consultation with the Actuaries Institute, should you require clarification of 
anything in this submission. 
 
Yours sincerely,  
 

                 
 

Philip Kewin Dante De Gori 
Chief Executive Officer  Chief Executive Officer 
Association of Financial Advisers Ltd  Financial Planning Association of Australia Ltd 
 


