ALUCA Feedback
In respect of the
FSC Consultation Draft Life Insurance Code of Practice
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1. About ALUCA

The Australasian Life Underwriting and Claims Association (ALUCA) was established in 1986
and is a member-owned and member-run association representing in excess of 1800
individual professionals working in the underwriting, claims and rehabilitation areas of Life
Insurance.
ALUCA acknowledges that its representation is of the individual professionals and not their
employers.
ALUCA’s Mission is to develop and promote the professionalism, ethics and best practice
standards of Life Insurance professionals in Australasia by providing professional
development accreditation, relevant educational member services, networking and thought
leadership.
Therefore it is deemed appropriate that ALUCA provides feedback to the FSC in respect of
the FSC Consultation Draft Life Insurance Code of Practice.
If you have any questions relating to this feedback submission please contact Jim Welsh,
Chair ALUCA at chair@aluca.com .
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2. ALUCA Feedback Submission
The feedback from ALUCA will focus particularly on the areas of the Code relevant to Life
Insurance underwriting and claims, which are where the majority of our members operate.
a) General
ALUCA welcomes the Consultation Draft Code as a way to codify certain practices in Life
Insurance underwriting and claims with an aim to provide greater community confidence in
how these areas operate.
Chapter 1
b) FSC Code Item 3.4 Example 1
We believe that it would be helpful to explain why Level Premiums are initially more
expensive than Stepped Premiums. We suggest something along the lines of:
“Life Insurance premiums are based on a number of factors including but not limited to; age,
gender and smoker status. Age is an important factor and your risk of claiming under a Life
Insurance policy increases as you get older. You generally have two options for your
premiums:
i.
ii.

Stepped Premiums which go up every year matching the increasing risk as you get
older, or
Level Premiums which commence at a higher level than the Stepped Premiums but
do not increase with age. The Level Premiums are initially higher than the Stepped
Premiums to allow for the increase cost of risk as you get older bearing in mind that
the Level Premiums do not increase with age.”

c) FSC Code Item 3.6B Insurance where the amount you can claim depends on your
earnings
ALUCA understands the intent of this Item but would point out that many income
protection policies base the claim amount on earnings in a certain period prior to claim not
simply on the earnings at the time of claim. Clarification of this item would be helpful by
providing context that income will be calculated based on the policy terms which could vary
substantially from policy to policy.

d) FSC Code Item 5.3A
Example 10. ‘Being clear about what needs to be disclosed’ perhaps fits better with point
5.3A b) rather than 5.3A a)
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e) FSC Code Item 5.8
We note the requirement of providing an attended assessment within 10 days. Clarification
of when the 10 days commence would be of help. Is it from the date of attendance or the
date of request?

f) FSC Code Item 5.13 c)
Since generally no payment of benefits is made until one month after the waiting period
then ‘….accrue benefits..’ may be more accurate than ‘…access benefits..’. In addition this
can vary by policy definition. For instance a policy which pays one month in advance, which
means that the payment could be made at that point in time that the waiting period ends.

g) FSC Code Item 5.15
We note the statement “Our underwriters will be appropriately skilled and trained. They will
not make underwriting decisions for us until they have demonstrated technical
competency…”. ALUCA asks if the FSC has made any judgements on the definitions that
might be acceptable to the regulators and what will be required to meet community
expectations of ‘appropriately skilled and trained’ and ‘demonstrated technical
competency’? ALUCA fully supports appropriate competency guidelines and to this end
developed a best practice life insurance competency framework specific to life insurance
claims, rehabilitation personnel and underwriters that was launched in November 2017. The
life insurance competency framework underpins ALUCA's accredited membership levels
(CPLI) - certified professional life insurance - which all require annual CPD points to be met.
ALUCA also certifies internal Life Insurance company training programs specific to the
framework and ALUCA's accreditation and CPD.
ALUCA propose that the FSC endorse this framework and oversee it's ongoing update and
evolution. *
h) FSC Code Item 6.5 b)
Whilst the wording of this section is technically correct, it is possible that a customer would
interpret it as meaning only claims arising during the premium break would not be covered
and then full cover would apply once premiums were recommenced. It is assumed that this
is not the intention and therefore it might be helpful to emphasise that an individual would
never in the future be able to claim for any event or condition that is diagnosed or first
becomes apparent during this period unless it is specifically underwritten after the cover
has recommenced.
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i) FSC Code Item 8.8
Should there be more consistency between 8.8 and 5.8?
j) Examples 14, 15 & 16
The second sentences in each of these examples suggests that it is the insurer making a
‘valid claim’ and therefore should read “…discovers the missing information when the
customer makes an otherwise valid claim.”
k) Example 15
The final sentence should read “If it does not apply, the life insurer pays the claim and the
policy can continue in force with the exclusion”.
l) FSC Code Item 8.20
The comments made in respect of FSC Code Item 5.15 above equally apply here. In addition
there should be more consistency between the wording for 8.20 and 5.15 e.g. 8.20 indicates
a requirement of understanding the Code whereas 5.15 only indicates a requirement of
understanding Chapter 1.

Chapter 2
m) FSC Code Item 21.3
The comments made in respect of FSC Code Item 5.15 above equally apply here. In addition
there should be more consistency between the wording for 21.3, 8.20 and 5.15 e.g. 21.3 &
8.20 indicate a requirement of understanding the Code whereas 5.15 only indicates a
requirement of understanding Chapter 1. ( Please note that FSC Code item 8.20 is very
similar and could potentially be joined?)
n) FSC Code Item 23.3
There is a word/are words missing in the sentence “…and other relevant life insurance
industry XXX in Australia to adopt the code.”
27 Definitions
o) Page 66 Life CCC
The LCCC is not described in section 12 but is described in Chapter 3 Section 24 Code
Governance.

5|P a g e

Appendix 4: Moratorium on Genetic Tests in Life Insurance
p) Item 6
We note that the definition of a genetic test for the purpose of the Moratorium is not
limited to predictive tests in asymptomatic individuals. Is it intended that diagnostic genetic
tests are covered by the Moratorium? If this is correct how does the FSC plan for
underwriters to manage applications where there is a history of a diagnosis of a genetically
based condition where the genetic test is part of the diagnostic criteria?
q) Items 8. & 9.
We note that the sum insured limits include existing cover and when the limit is exceeded
any decision based on a genetic test result will apply to the total of the cover. Obviously any
decision cannot apply to cover in-force prior to the particular application being assessed.
However, 2 questions:
i.

ii.

An applicant who previously has taken genetic test applies for $1,000,000 life cover
will have to disclose the test result and have it taken into consideration in the
underwriting of the whole $1,000,000 of cover. What is to prevent such an applicant
applying for $500,000 of life cover today and then taking a further policy for
$500,000 in a few weeks’ time? This would lead to the same applicant having
$500,000 with no consideration of the genetic test result and $500,000 with
consideration of the genetic test result and therefore be in a better position
compared to the applicant applying for $1,000,000 in one go. This causes a resultant
inequity between the treatment of the same sums insured. Has this been
considered in the structure of the sum insured limits?
There is no mention in Sections 8. & 9. of the question of concurrent applications.
What approach does the FSC expect underwriters to take regarding an individual
with a previously taken genetic test who applies simultaneously to two companies
for $500,000 life cover rather than applying to one company for $1,000,000?

r) Item 13
This Item discusses the 2022 review of the Moratorium. The third dot point in this Item
states that the review will take into account “Any adverse impacts of The Moratorium on
the sustainability of the life insurance industry”. How will the FSC measure such adverse
impacts if there is no record of the number or the significance of previously taken genetic
tests that are not disclosed to insurers under the Moratorium?
ALUCA, January 2019
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Footer specific to FSC Code Item 5.15

* ALUCA recognised the critical need for the life insurance industry to proactively and very clearly
demonstrate greater professionalism and transparency via an industry led, high level, best practice
Life Insurance capabilities framework that was required to:






Clearly articulate the competencies that are required to perform professionally in
Underwriting, Claims and Rehabilitation roles.
Be an externally benchmarked tool that would define the minimum level of competence for
a variety of roles.
Provide a mechanism that would demonstrate compliance with these competencies (the
competency framework is now the anchor for ALUCA's refreshed accreditation and CPD
program).
Potentially be used to satisfy any regulatory requirements.

A cross-industry working party was brought together in August 2016 to produce a clear, high level
industry capabilities framework to enhance the professionalism, ethics and community standing of
those working in this sector that will also serve to satisfy any regulatory requirements. Many
companies and industry bodies provided their input including the FSC and Actuaries Institute.
The ALUCA Life Insurance competency framework was launched in November 2017. It is being used
by a number of Life Insurance and reinsurance companies in Australia to fit their own job roles
framework and competency frameworks specific to their own Underwriting, Claims and
Rehabilitation operations in the market and by individuals to identify gaps in their competency
requirements specific to their career aspirations/ progression.
The framework also underpins ALUCA's professional accreditation: The Certified Professional Life
Insurance (CPLI) program. To qualify for CPLI accreditation proof of educational qualifications is
required in addition to years and capabilities gained working in the life insurance industry specific to
the accredited level they are applying for ( Affiliate, Associate, Associate Fellow and Fellow) in either
underwriting claims or rehabilitation areas. Once an accreditation level has been achieved it is a prerequisite that ALUCA accredited members maintain annual CPD points to demonstrate commitment
to their ongoing continuous professional development and to maintain their accreditation.
An CPLI panel of cross industry representatives meet quarterly to assess each application - and
undertake random CPD audits.
ALUCA understands the critical importance for the Life Insurance competency framework to be used
as an on-going industry led document that is regularly reviewed and updated. ALUCA has proposed
that the FSC endorse this framework and oversee it to pull together an industry led group to
continue to roll the framework out and further evolve and develop the framework.
Once agreed upon ALUCA, FSC and other relevant industry bodies such as ANZIIF should then work
collaboratively with Life Insurance industry representatives on this specific project.
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