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 new section: Life Events - page 7;
 our regular ALUCA Sub Group updates;
 ANNOUNCEMENT – the winner and runner-ups of the 2015
ALUCA TurksLegal Scholarship;
 ALUCA and ReB receive high praise abroad! I would like to thank
our regular contributor and big ReB supporter Hank George
for his “Hats off to RiskeBusiness and ALUCA” tribute in
the October issue of Hot Notes – see here (page 3). For those
who don’t know, Hot Notes is an acclaimed life underwriting
publication with a 5000 strong readership. It’s packed with
mortality/morbidity studies sourced from around the world and
subscription is free!

CHATTER FROM THE CHAIR
John O’Leary
ALUCA Chair


This month saw the ALUCA NSW/CMG Professional
Development Day
The recurring theme was around change. All of our
companies implement changes regularly and we either
accept these changes easily or with some difficultly
depending upon the degree of impact on us and the level
of engagement we have had from proposal through to
implementation.
As our employers and the industry go through changes,
so too does ALUCA need to change if it is to maintain its
relevance and benefit to members.
It was not so long ago that you might have thought of
ALUCA only as a biennial conference. I hope most of you
have noticed some changes since those days.
Today:
• Our Sub groups deliver a very important part of our member
offering. Thanks to ALUCA NSW and ALUCA CMG you are
seeing around six events each year being delivered by a team
of volunteers. ALUCA’s core purpose is the promotion of
professional development and our Sub Groups help to facilitate
these opportunities.
• ALUCA had an Executive Officer during 2014. This position has
been important because it became a true representative voice of
ALUCA.
• Our National Committee moved to a Board structure with a
new set of Rules and the appointment of a service provider to
oversee our administration.

Connect with us:

 

I hope you really enjoy the articles and updates of the Spring
Edition. As always I urge you to contribute and provide feedback to
ensure that ReB continues to improve.
I look forward to bringing you the Summer Edition scheduled
for December.
Cheers
Michael

also recognised some of the trainee programmes that have been
developed by some insurers. One Path’s Trainee Underwriting
Program was the first to receive this endorsement.
• Sponsorship has centralised so that funding for seminars is
spread across all states and we don’t burden our sponsors with
repeated requests for funds.
• Our first ALUCA Assessment will be held next month and we had
a reasonable response from members.
• A number of changes have been made to our Conference format
with location, days and length all changed.
• Our Risk e Business newsletter has also evolved, thanks to our
new editor Michael Reid.
So, what’s ahead?
• Member benefits have been a recent discussion point. Next year
will see a free member only event in each state.
• We’re currently on the lookout for a new Executive Officer to
represent the Association. Our AGM will be in November and we
have some Rules changes for consideration.
• We recently announced a new member category, Affiliate, for
those members with recognised study and at least two years’
experience in claims or underwriting. The website has details on
eligibility
• ALUCA is about to wrap up its current Sponsorship term and
commence new two year partnerships. We appreciate all the
support our sponsors have provided us.
• Our 2016 Conference is only a year away and I’m looking forward
to another successful event.
• We’re also looking to further improve our communications,
particularly our email Alerts.
So, plenty going on and we’re always interested in hearing from our
members so please pass on any feedback or suggestions through
to our Secretariat. Thanks.
John O’Leary, ALUCA Board Chair

• The Board has announced a number of member categories to
recognise the professional development of our members. We’ve
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SUB GROUP REPORTS
they will continue into the future. I wish you all the best for the future - thank you for so many years of
support, and see you next time I am in Melbourne.
And for now, to all members, have a terrific Christmas and a safe and successful New Year.
Cheers for now and over and out from me.
Matthew Ramjan

CMG Sub Group
The CMG Claims Manager Dinner was held on Thursday the 6th
August at L’Aqua – Dockside between 6.00 pm – 10.00 pm. The
theme for the night was “Getting the best from your team” and
was attended by approximately 60 key Claims Managers across
the industry. The dinner provided a rare opportunity to gather with
peers in a relaxed social setting. This is a particular popular annual
event for which we have received a rich array of positive feedback.
Our speaker this year was James Adonis who delivered a thoughtprovoking talk on “Employee En”rage”ment: Why people hate
working for you”.
In a ground-breaking study of 2,400 people, James investigated
what causes employees to be angry, frustrated, and upset at work,
and in his refreshingly real and brutally honest session, he shared
his discoveries and revelations. Learning outcomes included but
were not limited to, the major areas of staff disengagement, what
managers should not do rather than what they should do and
practical tips on how to drive down enragement and ramp up
engagement.
James Adonis is one of Australia’s most well known employee
engagement and team leadership educators. He is currently a
PhD candidate researching the ways in which leaders can engage
employees during organisational crises and significant change.
His articles and research are regularly published in many countries
and he is frequently featured in the medial as a thought leader in
people management. James doesn’t just educate. He stimulates,
challenges and inspires managers to understand and embrace the
immense influential role they play within their teams.
We are pleased to confirm that the last two events of the year have
been organised jointly with the CMG and ALUCA NSW and they are

Professional Development Day (MiniLuca) on Tuesday 13 October
2015 and our Christmas Party on Friday the 13th November 2015.
Niamh McCormack
CMG Vice Chairperson

NSW Sub Group
ALUCA NSW held a Professional Development Day - “Change”
on October 13 along with CMG. It was a great day with a brilliant
line up of speakers, diverse agenda and a meaningful education
platform for all attendees. In particular I would like to thank
Dominique Autard at AMP for his extensive work and initiative in
planning for this day. I also wish to thank Rehana Masih of BT for
her enthusiasm, energy and support provided for this key event.
ALUCA NSW held its seminar “Through the Customer Lens – the
changing landscape in super and its impact on the customer”
on 9 September 2015. The three key speakers- consisting of ASFA’s
CEO Pauline Vamos, TAL’s Life General Manager, Gavin Teichner,
and CEO of Experien Insurance Services, Clive Levinthal, attracting
almost 80 attendees.
Designed to present the audience with perspectives of the industry,
insurer and broker, the seminar presented a unique opportunity
to explore the challenges and significant changes taking place in
insurance inside superannuation and the flow-on effect to retail
offerings and the impact on consumers.
Pauline Vamos shared ASFA’s contribution and discussions with
the regulator, other industry bodies, the superannuation funds
and lawyers. The big 3 challenges highlighted were the significant
increase in TPD premiums, the increase in activity by plaintiff firms
and the persistent problems associated with poor data integrity
and quality.

ALUCA acknowledges the support of Gold Partners:

ALUCA acknowledges the support of Gold Partners:
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Gavin Teichner discussed individual risk highlighting the impact
that superannuation has had on the retail offering as well as the
changes in income protection and how IP super-linking works
from a claims management perspective. The ‘Terminal illness’
definition changes were also discussed and the progressive
approach of TAL in aligning its policy offerings with the changed
regulations under SIS. With regard to TPD claims experience,
Gavin offered some unique solutions including TAL’s latest
initiative, designed to drive sustainability and offering staged TPD
lump sum payments and assessments over a 3-year period.
The consumer perspective was uniquely highlighted in Clive
Levinthal’s presentation. While Clive agreed that super-linking had
been a good development for consumers, he suggested that it
really only operated in an advised environment.
The seminar also attracted excellent feedback both on its content
and the quality of its speakers.
ALUCA NSW are looking forward to seeing you at the Christmas
Party planned for 13 November at the CBD hotel. We thank all
members for your ongoing support and look forward to 2016
planning with you in mind.
Viviane Murphy
President – ALUCA NSW Sub Group

The first presenter, Dr Derek Lovell (MBBS, Hons, FRANZCP,
FACLM) spoke about the impact to society from Alcohol, Ice and
Marijuana use with a focus on impacts in the work environment and
how these social problems can affect underwriting and claims in
particular.
Chief Medical Officer from Munich Re Dr Bill Monday then
presented a reinsurance update from a Munich perspective and
examined the recent advances in medical treatment of Melanomas
and potential implications from an underwriting and claims
perspective.
The seminar was well attended and received great feedback.
Thankyou to, MLCOA & Munich Re, for making the day such a big
success.
Look forward to seeing all of our Qld members at our Xmas function
Friday Dec 18th 2015.
Aaron Widt
President – QLD ALUCA Sub Group

WA Sub Group
Since our last update, WA has successfully hosted their second,
extremely successful Mini-ALUCA. We featured three guest
speakers with plenty of time in between for networking.

QLD Sub Group
Our first presentation for the year was held in April at the UQ
business school in Brisbane and focussed on the significant
changes and challenges currently facing our profession. Titled “The
Road Ahead” the seminar provided discussion points and facts
around Trowbridge, FOFA and the changing world of Life insurance
and Risk advice.
We were delighted to invite Marcus O’Sullivan (TAL Regional
Sales Manager - Qld/WA) to present on the shifting landscape of
the Life Insurance industry we all work in where he particularly
focussed on the types & volumes of business over the last
decade, the Trowbridge report, ASIC data and how the Risk
advice model has changed in recent times. Thankyou to Marcus
and TAL for an excellent breakfast meeting.
Our second presentation for 2015 provided twice the educational
value at our “Double shot” ALUCA lunch. We were very pleased
to have two experts in their fields discuss topics that affect both
Underwriters and Claims Assessors alike.

Firstly, we had one of MLCOA’s Drs impart his wisdom on brain
injuries. Dr Vic Du Plessis made a complex and little understood
topic very clear.
He was followed by Clare Madden of McCrindle forecasts, strategy
and research. Clare was one of WA’s big investments this year
but she was worth every penny! We walked through how future
generations are going to interact with us and who they’ll go to for
advice. Clare was also able to draw her findings back to our world
of insurance – try this simple trick and google something like best
life insurer in Australia and voila, none of your traditional retail
insurers even feature on the first page. Not good news when our
future customers use each other and google as their fonts of all
knowledge! It was amazing how quickly an hour went listening to
Clare, her session was jam packed with insights.
We concluded the technical content with Gen Re’s Chief
Underwriter, Matthew Ramjan who brought us right up to date with
the ever evolving world of obesity and Bariatric surgery. We know
several other states have already had this presentation so it was
great that WA got the treatment. It was followed by some lively and
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robust debate just prior to us all retiring for drinks and nibbles!

SA Sub Group

All the presentations are all on the eKnowledge Repository on the
ALUCA website so knock your selves out!

ALUCA SA held its’ first mini-LUCA’ event on the 23rd July.

After a couple of years of exemplary leadership, which has seen the
ALUCA WA brand excel, Amy Jacobson of Asteron stood down as
our President. The current committee will now get behind the new
Chairperson – Samantha Rae of BT. The Committee and all ALUCA
members would like to congratulate Amy on her tireless enthusiasm
and patience.
We now look forward to our Christmas party which is at a tried and
tested venue – The Generous Squire. We look forward to cutting
loose and celebrating a great year.
The WA committee are already out of the traps and looking for new and
exciting events to bring to town next year, while leveraging off the synergies
between WA and SA to ensure we create value for our members.
Sam Rae
President – ALUCA WA Sub Group

We held a half-day programme with three presentations:
 a legal perspective on non-disclosure by Nicholas Linke, Fisher
Jeffries , Barristers and Solicitors;
 a reinsurer’s insight into the consequences of ‘getting it right’
at the underwriting stage with claims case studies from Colin
Fegent, Munich Re;
 and an underwriting / medico presentation on bariatric surgery
by Matthew Ramjan, GenRe.
The event was well attended with a lot of discussion generated
from three excellent presentations
Looking to the end of the year we are planning our Christmas event
for the 3rd December where we plan to have a presentation on
Rehabilitation services followed by celebratory drinks
Martin Gwilliam
President – ALUCA SA Sub Group

Colin Fegent

Nicholas Linke
To comment on or contribute to this newsletter, please email: Michael.Reid@aia.com | www.aluca.com
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to our customers rather than price them out of the market. He
finished up by discussing the increased regulation of the financial
planning and advice industry and the impact that he believed the
Trowbridge Report would have on financial advisers.

From left to right: Michelle Reyes, Hashim Jiwani, Amanda Flowers,
Orpheus Polioudakis, Andrea Freeland and Jeri Thomas

Victoria Sub Group
Wednesday 26 August 2015 saw ALUCA Victoria run our biennial
MiniLuca event at the Langham. We had people from a wide range
of companies attending and were very pleased with the turnout.
The focus of the event was “the customer” – which included both
the end customer and the adviser. Our customers are at the centre of
everything we do and the day was about looking at ways to ensure
that we are giving our customers the best experiences possible.
The day began with Jim Welsh presenting on ‘Using Data to
Increase our Understanding of Customers’. Jim started off by
asking us how much annual premium our companies took in last
year and then how many customers we had. Most people knew
the premium figure but had no idea how many customers their
company had. In contrast, people were able to tell him how many
people attended last year’s AFL grand final but not the profit made.
This served the purpose of showing us that we currently have
an industry view rather than a customer view. His presentation
stressed that we need to look at people as customers rather than as
a policies. He made us consider whether our forms ask questions
in a simple manner that a client can understand, whether predictive
modelling can be used both in underwriting and also in managing
a claim and whether we still still be using cross-subsidisation or
moving to individual pricing.
Marcus O’Sullivan was next up presenting on ‘The Road Ahead …
The Changing World of Life Insurance and Risk Advice’. Marcus
showed us some startling figures on the profitability, or lack of, of
our income protection products and our reinsurance arrangements.
He discussed some strategies that he felt the industry would
implement in the future to ensure that we continue to provide cover

We then had a financial planner, Craig Saville, present on ‘What
Does an Adviser Actually Do? What Worries and Excites Them
About the Future?’. Craig described the how his business operates
and how taking on a new client is similar to dating – both he and
his client go on a ‘first date’ where they get to know each other
and decide if they would like a second date, then they go on more
dates and continue the relationship and provide advice. In regards
to the Trowbridge Report, Craig didn’t feel that this was as much
of a concern to him as Marcus had indicated during the previous
session so it was very interesting to hear the different perspectives
and also to have Craig was able to dispel a lot of the myths that we
have about advisers.
Dr Goran Lazic then presented on ‘Do We Risk Information
Overload?’ and introduced us to the term ‘infobesity’. He spoke
about how continually consuming large amounts of data can have a
negative effect on a person’s well-being and ability to concentrate
and finished off by giving us some useful tips on how to reduce
information overload. He also touched on some advances in the
precision medicine field which relates to treating the individual
rather than the generic condition.
We finished the day with a presentation on ‘Understanding
Emotional Intelligence’ by Emma Olle. She spoke of the things that
we need to increase our emotional intelligence – self-awareness,
self-regulation, motivation, empathy and social skills – and how we
can use these to deal effectively with our own emotions as well as
the emotions of others.
Christie Loustau of RGA was the lucky winner of our major door
prize – a ticket to the 2016 ALUCA National Conference in Adelaide.
Helen Barnett of TurksLegal won our other door prize of a food and
wine hamper. Congratulations to both Christie and Helen.
I would like to give special thanks to the Committee – Jeri Thomas,
Orpheus Polioudakis, Andrea Freeland, Clint Hindle, Hashim Jiwani
and Michelle Reyes - who all put an incredible amount of time and
effort into organising the MiniLuca. Also thank you to our sponsors
for making the event possible.
We are now starting to plan our Christmas event so look out for
details about this in the coming weeks and we hope to see you
there.
Amanda Flowers
President – ALUCA VIC Sub Group

ALUCA acknowledges the support of Gold Scholarship Partners
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The MLC-ALUCA-Monash Prize for Industry
Collaboration for Health Students 2015

Earlier this year, MetLife and Swiss Re partnered to
host the inaugural Life Rehabilitation Summit.

MLC has teamed up with ALUCA to offer Monash Students the
opportunity to be recognised and rewarded for their work in
the insurance industry.

The event was well attended and showcased rehabilitation
and return to work initiatives from some of the industry’s
thought leaders.

Eight lucky Monash
students have been
selected to participate
in this scholarship
program, all of which
have been selected from
the Faculties of Allied
Health, Medicine and
Nursing.

As an outcome of the day, the Life Rehabilitation Forum got
together to look at ways in which we can continue to share
innovation and best practice with the life claims and underwriting
community – and what better way than to have a dedicated ALUCA
Rehabilitation Sub-Group!

The MLC-ALUCA-Monash Prize
for Industry Collaboration for
Health Students
2015

MLC has selected eight
topics that impact the
life insurance industry.
The chosen students will
research their respective
topic and complete a
2000 word essay with
a 5 minute presentation
to Monash staff, NAB
senior leaders and the
ALUCA Board.

Stay tuned for more information as we launch this Sub-Group in
2016 and to wet the taste buds, we invite you to read the Summit
white paper located on the ALUCA website here.
For further information please contact Carly Van Den Akker
(Swiss Re Life and Health) and Liz Rodley (MetLife) – see page 8 of
white paper.

The Awards night will be held at 700 Bourke Street, Docklands on
the 17 November 2015 with a time start at 6pm.
MLC wish to extend an invitation to all ALUCA members. Please
join us for what promises to be an insightful and enjoyable night.

To comment on or contribute to this newsletter, please email: Michael.Reid@aia.com | www.aluca.com
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NZ MARKET UPDATE

“Mini Trowbridge”
Matthew Banham
Chief Underwriter at ANZ
Auckland, New Zealand


Hello and welcome from the land of the long white cloud.
This is a summary of the market activity going on “Over the
ditch”. As usual, there is plenty going on. At a macro level, NZ
is debating whether or not to change the flag, the economy
has started to slow down as our farmers grapples with lower
milk prices and high levels of debt, and the government
considers how best to contain rampant Auckland house
prices fed by cheap money and high population growth.
Meanwhile, the big story in the Life Insurance Industry at the
moment is Regulation.
The New Zealand insurance industry has a light level of market
regulation compared to the rest of the world but is slowly but surely
catching up. In May this year the NZ Government published an
“Issues Paper” as part of its review of the Financial Advisers and
Financial Service providers Act. This paper raised questions about
regulation of adviser incentives, in particular the payment of high
upfront commissions. It also highlighted concerns that consumers
do not understand the distinctions between the “Alphabet Soup” of
adviser types (we don’t just have advisers - we have AFA’s, RFA’s
and QFE’s all with a different set of rules and standards). Following
on from this were two further important developments:

FMA investigation into Churn
The NZ Financial Markets Authority launched an investigation into
churn in the Life Insurance Industry. All the major insurers have
been ordered to provide details of policies written in the last 5
years. A wide range of information has been requested, including
replacement business advice and confirmation on commissions
paid. The FMA have determined that sales and advice of life
insurance is a key area of focus and the investigation is intended to
discover whether the churn of Life Insurance policies is a genuine
issue or not.

In addition to the Churn Investigation, the Financial Services
Council has requested a “mini Trowbridge” report to investigate
sales incentives in NZ’s insurance industry. Life Insurers in New
Zealand typically pay upfront commissions in the region of 180%
- 200% (or more) of the first years premium, along with a stream of
renewal commission (at much lower levels) and various “soft dollar”
incentives such as overseas trips.
The report will make recommendations intended to resolve any
misalignment in incentives between advisers and clients. This
is expected to take the form of a cap on the levels of upfront
commissions that insurers can pay advisers. At his stage no
one knows when (or even if) this will occur, or to what extent
commissions will be capped. However the prevailing wisdom seems
to be that a cap is likely, although it is expected to be somewhat
higher than what is being proposed by Trowbridge in Australia.
So what does this all mean for Underwriters and Claims
professionals? If upfront commissions are impacted as a result of
the FAA review, there is likely to be an impact on Life Insurance
Distribution.
The proportion of Life Insurance Sales through independent
advisers is already decreasing as Bancassurance, Corporate and
Online channels increase. Research from Chatswood Consulting
Limited suggests that the proportion of business sold by third
party advisers is now less than 50% of all new business sold.
Submissions through low or no- advice channels (i.e. pretty much
everything sold online) online tend to be lower premium, addressing
simpler needs, and with lower conversion rates. Often there is
no one selling the benefits of a product if a loading or exclusion
is charged, and there is little economic incentive to follow up on
outstanding requirements for a $25 per month premium.
A challenge for many insurers is how to effectively and efficiently
underwrite business submitted through 3rd party online and direct
channels. Although underwriting rules engines are employed for
this purpose, investment in this area has been low and the 3rd
party with the greatest number of online sales (Life Direct) is not
integrated with insurers systems – meaning that each application
sold through the site has to be individually processed and
underwritten.

To comment on or contribute to this newsletter, please email: Michael.Reid@aia.com | www.aluca.com
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Carriers who can effectively underwrite the new mix of distribution
and keep their costs in check will be well placed to meet the needs
of the next generation of insurance customers.

Product Development
Much of the innovation in the market is coming in the online and
direct to consumer segment of the market. Most carriers have an
online offering of some sort and recently we have seen insurers
experiment with guaranteed acceptance products and hybrid
offerings.
In the retail advice space, there has been a lot of activity with
Trauma products as multiple carriers have added severity based
options to the range. These carriers have each taken slightly
different approaches to Severity Based Trauma and the products
on offer are a range of add on riders and standalone benefits. This

Interested in
advertising here?
For further information, please email:
Michael.Reid@aia.com

is causing a few headaches for the rating houses that do not yet
have a working model to compare them. Next cab off the rank is
likely to be variations in Disability Income products, with one carrier
releasing a lower cost option and Pay and Close / Normal Course of
recovery products being worked on elsewhere.
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a paper that has hopefully offered
some exciting solutions to issues
facing the future of Australia’s life
insurance industry. Since winning
the Scholarship, I have presented at
various industry events and have
gained acknowledgment from
people I look up to as mentors and
leaders. I encourage everyone who
is eligible to enter the Scholarship –
who knows, you could find yourself
in New York!”

HOW TO ENTER?
Entrants are asked to submit a paper up to 2,500
words answering one of 8 - 10 questions drawn
from a broad range of topic areas pertaining to
the life insurance sector. Entrants are able to select
a question that most suits their experience and
interest. October 2015
RiskeBusiness
WHO ARE THE JUDGES?
The judging panel will comprise senior industry
professionals, including CEOs from many of
Australia’s leading life insurers, who have a broad
wealth of
knowledge and industry experience.
Media
Release

Thursday, 15 October 2015

TurksLegal Scholarship for her outstanding essay
focussing on the future of Australia’s life insurance
industry. Lara chose to attend the Eastern Claims
Conference held in New York earlier this year.
TAL’s Natalie Agnoletto and CommInsure’s Rachel
Tritton were runner’s up receiving a $1,000 Visa
pre-paid gift card and a $250 restaurant voucher
Connect
respectively.

with us:

 

MORE INFORMATION
Further information and application forms will
be available in late July at www.turkslegal.com.
au/community/scholarships/aluca-turkslegalscholarship or the ALUCA website at www.aluca.
com

2015 ALUCA TurksLegal Scholarship winner announced

(left to right) John O’Learly, Eric Liao, Elizabeth Haddow-Allen, Nick Mingo and John Myatt
Nick Mingo, Claims Medical
Specialist, Swiss Re, has been
awarded this year’s prestigious
ALUCA TurksLegal Scholarship
for his outstanding essay
which puts the microscope on
the buying preferences of the
life insurance industry’s next
generation of customers.
Nick’s paper, on the topic of the
2015 Intergenerational Report,
provided wide ranging insights
into the report’s demographic
projections and identified how the industry and government could
adapt to these changes. He related these findings to a diverse
array of issues from engagement and interaction with consumers,
to digital advances and issues such as consumer education and the
impact of medical research and technology.
One of the features of his essay which judges found most
impressive was his depth of research and intelligent analysis of
overseas trends and data. As proof of his hypothesis, Nick’s paper
incorporated a “free mobile App” which Gen Y readers could
download to engage with the topic further “at a time and a place
that suits you.”

As the winner, Nick receives a package valued at up to AU$8,000
including return travel, accommodation, AU$1,000 cash and
registration to one of the following three conferences:
 2016 Eastern Claims Conference in New York City
 2016 LOMA Life Insurance Conference in Las Vegas
 2016 DI & LTC Insurers Forum in the USA (location not yet
confirmed)
The 2015 Scholarship winners were appropriately announced at
ALUCA’s highly successful 2015 professional development day.
The 2015 Scholarship winners were appropriately announced at
ALUCA’s highly successful 2015 professional development day.
“The ALUCA TurksLegal Scholarship has become a showcase of
the knowledge, talent and creativity that make this industry excel.
We all found it a very hard scholarship to judge this year due to the
very high quality of the entries.
However, Nick’s paper was a stand-out”, said John Myatt, Lead
Partner of TurksLegal’s Financial Services practice and member of
the scholarship’s judging panel for the last nine years. “The judges
thought Nick answered one of the most important questions the
industry needs to address with originality, insight and impressive
clarity of thought.”
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About The Scholarship
The ALUCA TurksLegal Scholarship, now in its 9th year,
offers life insurance professionals a unique educational
opportunity to attend one of three major international life
insurance conferences of their choice, while contributing
to the ongoing debate on cutting-edge issues affecting the
future of risk insurance in Australia.
The 1st runner-up was, Elizabeth Haddow-Allen, Rehabilitation
Consultant, CommInsure for her paper on Pandemic Apathy.
Elizabeth wins an AU$1,000 Visa pre-paid gift card. The 2nd runnerup was Eric Liao, Senior Data Analyst, CommInsure for his paper
on Growing towards a better understanding of PTSD. Eric wins an
AU$250 restaurant voucher.

The scholarship is open to financial members of the

“This year’s ALUCA TurksLegal Scholarship was well supported
across the industry with a near record number of bright and
insightful papers from insurance professionals from a wide range
of industry leading companies”, said John O’Leary, Chairperson of
ALUCA and member of the scholarship’s judging panel. “It is very
encouraging to see that the future of the life insurance industry is in
good hands.”

specialist insurance law firm TurksLegal.

The 2016 ALUCA TurksLegal Scholarship will open in
July/ August 2016.

About TurksLegal
TurksLegal has been established for over 30 years and provides
specialist advice in the insurance, commercial and banking sectors.
TurksLegal has the deep industry knowledge and expertise our
clients rely on in overcoming the often technical and complex issues
facing their businesses. We are absolutely dedicated to providing
our clients astute, effective and commercial solutions that support
them in managing their daily business challenges.

Australasian Life Underwriting and Claims Association Inc.
(ALUCA) working in the life insurance industry including
superannuation trustees and administrators. It was
developed through a partnership between ALUCA and

This year’s 10 cutting edge questions were derived by the
judges from a list of suggestions made by lawyers in the
financial services team at TurksLegal who threw their ideas
in the pot to get everyone thinking.
The successful applicant is selected on a range of criteria
including understanding and insight of the topic, sound
evidence, research and presentation skills.
The judging panel is drawn from the ranks of the industry’s
senior leadership and includes:
 John O’Leary, Chairperson, ALUCA
 Brett Clark, Group Chief Executive Officer & Managing
Director, TAL

About ALUCA
The Australasian Life Underwriting and Claims Association
Incorporated (ALUCA) (formerly the Australian Life Underwriters
and Claims Association) is a professional association established
to advance the knowledge and professionalism of its members
in underwriting and claims issues relating to life and disability
insurance products.
For more information, please contact:

 Phil Hay, Head of Life Insurance, BT Financial Group
 Simon Swanson, Managing Director, ClearView
 Malcolm Weir, Director, Insurance Operations, AMP
 Linda Winterbottom, Claims Rehabilitation Consultant,
RGA and

Sarah Waley
Marketing and Business Development Manager		

 Last year’s winner, Lara Neate, Claims Consultant, BT

TurksLegal
T: 02 8257 5792						
M: 0404 007 914						
sarah.waley@turkslegal.com.au

 Alph Edwards, Partner, TurksLegal

Financial Group

 Darryl Pereira, Partner, TurksLegal
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Rent – Legitimate Expense or Not? THAT is the question ……
Then I would also like to take the opportunity to again thank Alison Dews and Tony O’Leary for
the magnificent support that they have provided the association and its members over the
years that they have held their respective roles as Secretariat and Executive Officer. We wish
them all the best for the future and express our long lasting gratitude for everything they have
done.
In closing, on behalf of the Board, I wish all members of the association and their families an
enjoyable summer holiday season and a happy and healthy 2015.
Kind regards
Brian Sussman

Bruce Flint
Forensic Accountant at
Flint Forensics

🔗
Qualification: CA, CFE, A Graduate Certificate of Forensics
Studies majoring in Accounting (Monash University) and holds a
Private Inquiry Licence 409418787.
Experience: Over 19 years of hands-on experience in the
accounting profession. Consulting history includes: Financial
Controller for private and publicly listed companies, business
start-ups, restructures and ongoing management of those
companies. I was the author of the first report to NSW Parliament
on the Sydney Water North Side Storage Tunnel. Since 2001,
I have consulted on Workers Compensation matters, worked
for all but one Australian life insurer and one in New Zealand.
I specialise in lifting the corporate veil on complex business
structures, investigating financial non-disclosure and fraud,
calculating historical reconciliations, determining personal
exertion earnings, dispute resolution and management to
mitigate risk, claim strategy, and conducting robust factual
interviews with the insured/members associates. My mantra is
to Make complex claims look easy by applying the fundamentals
while considering strategic and measured approaches to achieve
targeted outcomes
Interests: Beautiful family with two young girls, cricket, helping
people and enjoy the challenge of getting involved in things to
gain further skills and experience.

Every insurance company has a similar income definition and
business expense policy. Whether or not rent is paid at a market
rate does not really matter, if it is to a related entity that is.
There is a right answer in each and every case, however, it takes a little
care and attention to extract the facts to make an informed decision.
Let’s take a typical income definition:
If you are self-employed, a working director or partner in a partnership,
your income is the income generated by the business or practice due
to your personal exertion or activities, less your share of necessarily
incurred business expenses in generating that income.
Three scenarios are discussed to illustrate the treatment of rent. They are:
 Third party rent.
 Related party rent.
 Rent paid to an insured/member’s superannuation fund.
Third party rent – Is third party rent a necessarily incurred expense?
Yes it should be. The only issue that I would have is if the premise
rented was actually used for private or domestic use or non-business
activities and if this was the case, it would not be a necessarily
incurred expense which can be deducted from income. This answer
comes down to a matter of fact. It should be noted that if the premise
was sub-let then the treatment would be to offset the income to
attain the true ‘net’ necessarily incurred expense of the business in
generating income.
Related party rent – Is related party rent a necessarily incurred
expense? Yes it should be but….. the ‘but’ is what should be the
necessarily incurred expense figure. Is it the actual rent paid by the
business to the related party (Scenario A) or the consolidated figure
(Scenario B)? I have illustrated the two views as follows:

ALUCA
the support of Silver Partners:
ALUCA acknowledges
theacknowledges
support of Silver Partners:
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Entity X

Entity Y

Consolidated / Net Result

$

$

$

Nil

20,000

20,000

Insurance

1,500

1,500

Interest

5,000

5,000

Income
Rent
Expenses

Rates

2,500

2,500

Rent

20,000

Total

20,000

9,000

29,000

Net Profit

20,000

11,000

9,000

In the above example we have two figures we can use:
Scenario A
Scenario B

-

$20,000
$ 9,000

To put is simply, paying $20,000 back to yourself is not a necessarily
incurred expense because that is not the true cost of using the asset.
What we can see is the actual expense is $9,000. There would be no
dispute if the property was owned under an insured/member’s name
and claimed through the sole trader profit and loss statement, so be
careful to always ask the question about rent as related entities seem
to complicate things and they shouldn’t. Trend analysis is a wonderful
tool, and having a look at a trend over three years in the example
below, taking note that 2013 is pre disability and post disability years
are 2014 and 2015:
2013

2014
2015
2013 		2014		2015
10,000 10,000		50,000		70,000
50,000
270,000
I think we have a problem, post disability rent has gone through the
roof and the implications on this, if taken at face value is, lower post
disability income and an increase in the benefit entitlement. Just
start asking the right questions early can make things happen and
reduces financial risk. Getting a good understanding of the business
structure and having all the financials available for reviewing all income
and expenses is a step in the right direction. You need to have those
robust discussions to make the determination on what should be
included/excluded from income.

20,000

Rent paid to an insured/member’s superannuation fund – Is rent
paid to a superannuation fund a necessarily incurred expense? Yes
it should be. The reasons for this as that although being a related
party, the superfund’s sole purpose is to manage funds on behalf of all
members and is regulated by legislation. There is a legal requirement
that all rent must be paid at a market rate.
Business expenses policies usually have business profits offsets, so
again the net expenses are considered. If not, there is merit in arguing
that because you are paying yourself, the net expenses need to be
considered.
I think that we just need to be mindful that rent expense is a risk area
that can be dealt with efficiently and effectively. It is important when
dealing with customers that at the outset the right expectation is set
on the claim. I think there is a need to eliminate the distractions that
take away from the real issues of managing the risk on any claim or for
that matter before the risk is accepted. I hope that this article draws
out some debate surrounding the issue for the continued development
of our industry.
In the next RiskeBusiness, I will broach on a topic that is a day to day
consideration in financially assessing claims. Just remember, when
it’s all about the money® Flint Forensics Pty Ltd can provide profitable
solutions, have those robust discussions you need assistance with to
make things happen.

Interested in advertising here?
For further information, please email: Michael.Reid@aia.com

To comment on or contribute to this newsletter, please email: Michael.Reid@aia.com | www.aluca.com

13

RiskeBusiness October2015

Connect with us:

 

INCOME PROTECTION – A TIME FOR REVIEW
Alex Threlfall
Senior Research Propositions
Specialist at Munich Re


Alex Threlfall is the Senior Research Propositions Specialist
in the Research and Development team at Munich Re with
a particular focus on product strategy and disability. Alex
has more than ten years experience in the life insurance
industry with roles in product development, strategy and
service delivery at a number of direct offices. Alex is currently
studying psychology and is passionate about the subtle
motivators of wellbeing that can impact on individuals’ health
and ability to recover and the interplay that can have with
insurance.
In this paper, titled ‘Income Protection – a time for review’, we
take a high level look at the income protection market in Australia
and explore the key areas where current IP products have failed,
identifying common themes such as the introduction of new
benefits, broadening of policy terms, communication failure and
process inadequacies. We have then addressed these thematic
failings and advocated a position change in order to promote a
more sustainable IP market. The issues raised in the series are
broad and have highlighted that there is much work to be done
in developing a profitable, customer focussed income protection
solution. However it is clear that there are significant rewards to be
had for the company that moves first, using a holistic approach

sales. The ‘improved’ policy terms lead to an increase in claims,
triggering a contraction of terms in an attempt to halt the
deteriorating experience. After a period of relatively stable profits,
the cycle repeats itself.
The Australian cycles of product development and profitability
have remained somewhat unnoticed by overseas markets where
the sales success story and how to grow the IP market is receiving
the greatest attention. However, there are lessons to be learnt from
the Australian market distribution ‘success’ story and the current
market conditions strongly indicate that there are further expensive
and unintended surprises still to come, with the distinct possibility
that the eventual claims experience over the medium to longer term
will be worse.
The need for change It is acknowledged by the local industry
regulator, APRA, that insurer profit margins are increasingly
under considerable pressure (see Figure 1, below), particularly for
individual income protection benefits from broader terms, weak risk
management practices and to a lesser extent, external factors.

Part 1 – An overview of the retail disability market
The IP Marketplace
Income Protection has been a huge marketing success in Australia
over the last decade. In the retail broker channel, for example,
where the majority of IP individual covers are sold it is commonly
regarded as the core protection need and the ‘lead’ sale in the
minds of advisers. As a result, the product has typically sold
very well and in 2014, $480 million in new annual premium sold in
Australia, equivalent to approximately 63 percent of life cover only
sales and over 1.75 times trauma sales1. New business sales have
almost doubled in the five years from 2010 to 2014 compared to the
prior five year period from 2005 to 2009.
Such is the success of the IP sales story, Australia is often cited by
many overseas insurance markets as a case study on how to sell
income protection covers. This success has been well earned. By
international standards, IP is regarded as notoriously more difficult
to sell than ‘simpler’ covers such as life cover only and trauma.
Whilst sales have shown a consistent and upward trend, the same
cannot be said of the sustainable development and profitability
of such products. A brief look at the past thirty years shows
a tendency toward a period of relatively good experience and
profitability which prompts an investment of profit margin into
improved policy terms with a view to increasing new business

Figure 1: APRA Quarterly Life Insurance Performance Statistics: Net Profit (after tax)
2008-2013

As we move out of 2014, a year of heavy disability losses, increased
stress within the pool of experienced claims assessors and ongoing
industry discussions regarding the possible impact of high lapse
rates on disability portfolios, there is potential for worsening future
experience on the existing in-force business.

An overview of the retail disability market
Moreover, challenges with profitability appears to be repeating
the scenario experienced in the 1990’s, where intense market
competition in disability business created similarly complex and
over generous product features. Whilst some lessons were learnt
from that period, such as the high cost of offering lifetime benefits
and no-claims bonuses, it seems that competition has again led
to more generous policy benefits and new, equally costly, features
have been introduced for the first time, such as the ‘10 hour’ total
disability definition and generous partial disability claims triggers.
Is history repeating itself?
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A particular concern for the market is that the losses sustained in
the 1990’s, plus the poor returns since 2008, have generally not
been compensated for by high profits during the intervening period
as profit margins were quickly eroded by competition for market
share and increasingly generous benefits.
This raises two primary concerns:
1. On the face of it, the IP market is showing the characteristics of
a cyclical market whereby ‘soft’ market conditions are followed
by a period of ‘hard’ market conditions which then ‘soften’ again
with time and competition. This immediately increases the need
for extra vigilance with risk management and controls.
2. More importantly though, is the fundamental concern of
shareholders as to whether disability business can make
sufficient profit over the longer term to warrant the effort
involved in writing the business on a standalone basis or at
best on a ‘loss leading’ basis such that profits must be made
elsewhere, for instance by lump sum covers. This leaves IP
vulnerable to capacity constraints as reinsurers seek minimum
returns per business line.
From this rudimentary analysis, this apparently cyclic experience
seems to indicate that when times are good, policy terms and
conditions should not be relaxed so readily, as the increased profit
margins will be required to smooth out experience over a longer
period. Shareholders will be wise to this and demand that IP is
underwritten for sustainable profitability meeting
minimum profit hurdles.

An overview of the retail disability market
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The principles of sustainable IP, as outlined in figure 2 above, are
explored throughout this paper, covering the problems that exist
within the current model for disability income and how they might
be addressed to improve the overall experience.

An overview of the retail disability market
Summary
Such has been the enrichment of product features and relaxation
of benefit definitions over recent times that premiums have not kept
pace and worse still, significant unintended moral hazard risks have
been introduced or heightened. This is compounded by the effects
of annually reviewable premium structures and elevated policy
lapses. This points to more pain ahead for customers, advisers
and writers of IP business unless these design weaknesses are
addressed.
This paper aims to review the current IP product against the key
requirements of stakeholders, notably customers and shareholders.
We then suggest a way forward which could be mutually beneficial
for customers, advisers and disability writers and capacity
providers alike.
Without question, IP has many strengths and the paper seeks to
build on these, whilst recognising and addressing the potential
weaknesses of the typical current product. Our overall objective
is to establish the case for positive and constructive change in the
Australian retail IP market that provides the majority of customers
with protection for their core need at an affordable price.
You have just read ….. Part 1 – An overview of the retail disability
income market

The way forward – a new approach

The following Parts of this paper can be viewed here

The way forward requires a number of product dimensions to be
addressed simultaneously with a transformational approach setting
out the road map for a new way of doing business. The ideal way
to achieve this is through measures that are win-win for all parties
involved – that is, they improve the position for clients, advisers,
insurers, reinsurers and shareholders.

Part 2 – The core need
Part 3 – Communication
Part 4 – Claims processes
Part 5 – Risk management
Figure 2:
The principles of sustainable DI
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PRECISION MEDICINE - PRESS/LITERATURE REVIEW BY DR GORAN LAZIC

Dr Goran Lazic
Head of Medical Support Services
at AMP


Introduction
I have found recent articles that have direct relevance to the
insurance industry. Let us take a look back at some of the top
stories that were overlooked this year but, may be leading the
headlines in 2016.
The British Journal of Medicine (BMJ)
“Obama seeks $213m to fund “precision medicine”” –
Monday, 2 February 20151
In his 2016 budget submitted to Congress today, President Barack
Obama has asked for $213m ($A312m; £140m; €190m) to fund a
“precision medicine” initiative. The initiative would include a $130m
program to create a “national research cohort” of a million or more
volunteers whose genetic, medical, and lifestyle data would be
collected for biomedical research.
The New England Journal of Medicine (NEJM)
“A New Initiative on Precision Medicine” – Thursday, 26
February 20152
Journal of the American Medical Association (JAMA)
“Precision Medicine: The Future or Simply Politics?” –
Tuesday, 17 March 2015 3
The Lancet
“Is precision medicine the route to a healthy world?” –
Saturday, 25 April 2015 4
1

http://www.bmj.com/content/350/bmj.h587

2

http://www.nejm.org/doi/full/10.1056/NEJMp1500523

3

http://jama.jamanetwork.com/article.aspx?articleid=2203797

4

http://www.thelancet.com/journals/lancet/article/PIIS0140-6736(15)60786-3/fulltext?rss%3Dyes

5

http://www.nih.gov/precisionmedicine/

6

http://blog.aacr.org/what-is-precision-medicine/

7

http://www.ncbi.nlm.nih.gov/books/NBK91503/

What exactly is precision Medicine?
Precision medicine is an emerging approach for disease treatment
and prevention that takes into account individual variability in genes,
environment, and lifestyle for each person. While significant advances
in precision medicine have been made for select cancers, the practice
is not currently in use for most diseases. Many efforts are underway to
help make precision medicine the norm rather than the exception.
To accelerate the pace, President Obama unveiled the Precision
Medicine Initiative (PMI) - a bold new enterprise to revolutionise
medicine and generate the scientific evidence needed to move the
concept of precision medicine into every day clinical practice.5
Until now, most medical treatments have been designed for the
“average patient.” As a result of this “one-size-fits-all” approach,
treatments can be very successful for some patients but not for others.
The idea is not entirely new. Doctors have always recognised that
every patient is unique, and they have always tried to tailor their
treatments as best they can to patients. We can match a blood
transfusion to a blood type. That was an important discovery. What if
matching a cancer cure to our genetic code was just as standard?6
Doctors also know that many of the patients they treat with drugs
will not benefit. Many patients know that too, which may be why
some do not take their drugs. The simple concept behind precision
medicine is that we become smarter at identifying the patients who
will benefit.
Precision medicine, as defined by The National Research Council
Committee,7 refers to the tailoring of disease prevention and
treatment based on the characteristics of each individual. While
this concept may not be new, it has acquired a new meaning and
pace because of recent advancements in our ability to generate,
manage, and analyse large-scale human genomic data.

“No disease suffered by a live man can be known,
for every living person has his own peculiarities
and always has his own peculiar, personal, novel,
complicated disease, unknown to medicine”
Leo Tolstoy’s quote from War and Peace
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Precision Medicine Initiative (PMI)
Expanding efforts in cancer
The sequencing of the human genome was a huge advancement
in the development of precision medicine. We now have a better
understanding of the molecular changes that drive many cancers.
Genomic information has already helped to shape the development
and use of some cancer treatments. For example, the drug imatinib
(Gleevec) was designed to inhibit an altered enzyme produced
by a fused version of two genes found in chronic myelogenous
leukemia. And the drug crizotinib (Xalkori) targets a genetic
abnormality in the anaplastic lymphoma kinase (ALK) gene found in
about 4% of patients with a specific type of lung cancer, called lung
adenocarcinoma, significantly increasing survival without disease
progression.
Short term goals
One immediate goal of the Precision Medicine Initiative will be
to significantly expand efforts in cancer genomics to achieve
prevention and treatment success for more cancers.
The Initiative will support clinical trials, in partnership with
pharmaceutical companies, to test combinations of targeted
therapies that are based on a cancer’s molecular signature; develop
solutions to drug resistance that commonly limit the effectiveness
of targeted therapies; develop approaches that can assess
response to therapy, and possible development of resistance, using
“liquid biopsies” of blood plasma; and develop new cancer cell
models to predict response to drug combinations and to define
mechanisms of resistance.
The initiative must be understood in the light of the World Health
Organisation Cancer Report 2014.8 The report projects that
worldwide cancer cases will raise by 57% over the next 20 years,
from approximately 14 million diagnoses in 2012 to 22 million.
Corresponding cancer deaths are also expected to rise from 8.2
million per year (including 40,000 Australians) to 13 million.
These are disturbing, but not surprising, statistics. Of the leading
causes of death in Australia, cancer is the only one on the rise.
This is mainly because increased awareness of other factors
leading to death, such as heart disease, stroke, and diabetes,
which has identified risk factors that can be reduced to offset the
health danger.
Long term goals
The PMI is planning to build a comprehensive scientific knowledge
base to put precision medicine into practice on a much larger scale,
in all areas of health.
To achieve this goal, the Initiative will:
1) support a national network of scientists who possess the talent
and skills to develop new approaches for answering critical
scientific and medical questions and,
2) launch a national cohort study of a million or more Americans to
propel our understanding of health and disease.
8

http://hub.amp.com.au/sites/teams/ucpconnect/Medical%20Library/Forms/AllItems.aspx

9

http://www.ncbi.nlm.nih.gov/books/NBK91503/
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The goal is to set the foundation for a new way of doing research
that fosters open and responsible data sharing with the highest
regard to patient privacy that placed engaged participants at the
center.
The technology to precisely measure, monitor and diagnose cancer
progression and regression is essential to affirm the success
of the PMI. Each voluntary participant will share their genomic
information and biological specimens. This information, along with
important clinical data from electronic health records, such as
laboratory test results and MRI scans, and lifestyle data, such as
calorie consumption and environmental exposures tracked through
mobile health devices, will help researchers understand how
genomic variations and other health factors affect the development,
progression and regression of disease.

Areas of focus
Areas of focus include cancer, diabetes, cardiovascular disease
and neurodegenerative diseases. Cancer research, in particular,
looks to benefit tremendously from the PMI.
We now recognise that cancers are fundamentally a disease of the
genome and as more is learned, we are finding that each cancer
has its own set of genomic changes. Understanding cancers begins
by identifying the abnormal genes and proteins that confer the risk
of developing cancer. Understanding the genetic changes that are
in cancer cells will define how we diagnose cancer. It will help us
determine how we develop and use tailored therapies to the genetic
profile of each patient’s cancer. It will help us shape the strategies
we use to prevent cancer.
Advances in our understanding of the human genetic code
have set the stage for the PMI. In 2003 the mapping the human
genome finished, but that just set the stage for what comes next understanding how to use what we have learned about the genome
for clinical care.9 After decades of research, we are poised to enter
a new era of medical practice where detailed genetic and other
molecular information about patient’s cancer is routinely used to
deploy effective, patient-specific remedies to treat it.
Oncology is the clear choice for enhancing the short and long term
impact of precision medicine.
A new precision medicine approach will help predicting who
will develop diabetes. The new model, published recently in the
British Medical Journal,10 can help design individualised preventive
measures. The new “precision medicine” approach to diabetes
prevention uses existing information such as blood sugar levels and
waist-to-hip ratios, rather than a genetic test, to determine who has
the highest risk of developing the disease.
In addition to using the genome to find treatments for patients with
cancer and difficult to diagnose disease, part of precision medicine
is coming up with more precise ways to sub-classify diseases
whether it is cancer, Alzheimer’s, Parkinson’s, or diabetes. In
diabetes, for example, there could be more than 20 sub-diseases
that can produce a blood value of glucose that indicates diabetes.

10 http://hub.amp.com.au/sites/teams/ucpconnect/Medical%20Library/Forms/AllItems.aspx
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The precision medicine can also protect patients from genetically
based adverse drug reactions. Genetic interactions can range from
making a drug ineffective to turning it into a potentially
deadly poison.

review existing mechanisms and improve research, diagnostics and
access to medicines for rare and less common cancers.

Rare cancer research is the biggest winner

Technology as the driving force

The PMI will give the National Cancer Institute (NCI) $70 million
to fund research into precision cancer treatments. The largest
clinical trial of its kind was launched in June 2015 aimed at studying
targeted therapies for the some 200 different types of cancer
known today. The NCI plans to enrol about 1,000 patients beginning
in July. At least a quarter of those enrolled must be people with rare
forms of cancer.

Recent advances in technology have provided an unprecedented
opportunity to develop platforms for implementing precision
(personalised) medicine in cancer treatment.

The Rare Cancer Australia Report (2014)11 found little improvement
in survival rates over the past 20 years for rare and less common
cancers (RLC). People diagnosed with rare cancers are not
receiving the help they need according to the report. Patients
diagnosed with rare cancers are far less likely to survive than those
with a common cancer such as breast or bowel cancer.
In the last 30 years, 5-year survival for people diagnosed with
cancer increased from 47% to 66%. 5-year survival improved
for three most common commonly diagnosed cancers, prostate
cancer (58% to 92%), bowel cancer (48% to 66%) and breast
cancer (725 to 89%). Some cancers that already had low survival 30
years ago showed only small gains in survival, such as pancreatic
cancer (3% to 5%) and lung cancer (9% to 14%).
The reports argues that while it is true that we have made
some excellent progress in common cancers over the last 20
years, survival rates in many rare cancers have only improved
marginally. During the last 20 years Australia has introduced
screening programs for common cancers (breast, prostate and
bowel), awareness programs (lung cancer and melanoma) and
significant funding has been allocated to research. Without similar
mechanisms specifically designed to address the prevention,
diagnosis, and treatment of RLC cancers, we cannot hope to
have an impact on mortality or on improving patient outcomes in
the future.
Rare cancers are not always unfamiliar ones. Tumours of the
brain, the liver, and the ovary are all considered rare cancers. But
so are some cancers with much more unusual names, such as
gastrointestinal stromal tumour (GIST), adenoid cystic carcinoma,
and hairy cell leukaemia, which occur far less frequently.
Every year there are over 42,000 diagnoses of RLC cancers and
around 22,000 deaths here in Australia and there is very little
available, from patient support to new treatment options, for RLC
cancer patients. RLC account for about a third of those diagnosed
each year and include cancers of the tongue, liver, pancreas and
brain. About half the number of patients diagnosed with rare and
less common cancers die from these diseases each year. The
outlook for patients with common forms of cancer is much better.

The PMI is the answer to those calls.

New technologies that utilised a different method of DNA
sequencing and did not rely on gels as separation media came to
market. The term “gels” in this instance refers to the matrix used to
contain, and then separate the target molecules. Crucially, these
technologies could be miniaturised and a single instrument could
run multiple samples at the same time. With these technologies,
the cost and time required to sequence a single genome
dropped dramatically, from around US$100 million in 2011 to
around US$4,000 today.12 This drastic reduction in cost led to a
proliferation of projects designed to sequence genomes in everincreasing numbers.
Wearable and smart technology has taken huge leaps forward and
can now track data for us and for researchers trying to understand
what it means. The latest technology will be essential to handling
vast amounts of genomic data and health information.
Precision medicine relies on having ready access to a large
amount of information about genes and how they influence health.
It has been driven by recent advancements in DNA sequencing
technology, which have drastically increased our ability to
generate the data needed to derive this information. Genomic data
introduces a whole new level of complexity.
Advances in computer and data science mean that we finally have
the ability to process information on scales that were unimaginable
in recent history. Each human genome contains about 3 billion
data points, and the researchers behind the PMI want to start their
work with at least one million study participants. Processing all
of that information and comparing it to medical history would be
impossible without modern data science.

Potential ethical implications
Health care professionals worldwide are tangled in a discussion
regarding the ethics and regulations of the PMI. The precision
medicine aims to analyse patients’ genes so doctors can work on
tailored treatments.
Concerns over privacy and insurance discrimination are colliding
with benefits like predicting disease contraction and better, morepersonalised treatment.
It can be difficult to determine if a doctor should tell their patient
about a potentially harmful genetic mutation in cases where they
are not sure how it might affect the patient’s health.

The report calls on the Australian Government to take action for
improving outcomes for rare and less common cancer patients, to
11

http://www.smh.com.au/national/health/rare-cancers-australia-report-survival-rates-fall-behind-for-patients-with-rare-cancers-20140316-34vk1.html#ixzz309VPaqmH

12

http://www.genome.gov/sequencingcosts/
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For example, if a doctor informs a patient about a mutation in their
genome whose significance is not known, but could be linked
to breast cancer later in life, the patient may decide to have a
potentially unnecessary mastectomy.
Insurance companies could also use the results of precision
medicine tests to assess insurance applications. If insurance
companies are aware of the implications of a patient’s genome,
it may lead to genetic discrimination.

Precision medicine in Australia
The precision medicine idea is not new in Australia.
Children’s Cancer Institute has been recently awarded a grant of
$1.5 million for the establishment of a precision medicine centre.13
The grant from the Australian Cancer Research Foundation (ACRF)
will enable the establishment of a unique Precision Medicine Centre
for Childhood Cancer in Australia.
The ACRF Precision Medicine Centre for Childhood Cancer will
provide the capability for every newly-diagnosed Australian high
risk childhood cancer patient, and every child who relapses
following treatment, to have their therapy individually and uniquely
personalised. This is based on a combination of genomic and
molecular data relating to their own particular cancer, followed by
monitoring of the response of their own cancer cells, growing in the
laboratory, to specifically selected anti-cancer drugs.
The funding will be critical in helping Australia launch the platform
for our Precision Medicine Program. The goal is to be able to offer
this program to every Australian child with high risk or relapsed
cancer by 2020.

Potential implications on the insurance industry
The PMI has generated concerns about privacy of genetic
information and potential uses to which such information may be
put. The PMI could reopen the debate on genetic testing and the
long-standing fear of genetic discrimination.
The Financial Services Council (FSC) details the industry standard
for its members on genetic testing and life insurance that states
that no applicant will be required to undergo a predictive or
presymptomatic genetic test for the purpose of obtaining a life
insurance policy.
The PMI could prompt the FSC to review the industry standards on
genetic testing.
We have to remember that the life insurance industry is built on the
fundamental underlying principle that a large pool of participants
will share risk. If only those at high risk are buying life insurance,
the business model will collapse. Life insurance premiums are
calculated to consider many risk factors, including smoking
history, body mass index and personal and family history of
disease. Should premiums and policy decisions also use genetic
information? That decision is complex and will require
further debate.

13
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Pros & cons
The PMI created some controversy and attracted criticism. Critics
believe precision medicine is not the route to a healthy world and
instead urge a renewed and increased focus on public health and
prevention.14 They believe, in addition to many other challenges,
that the implementation of precision medicine would need each
person’s genetic profile to be obtained, raising complex ethical,
legal, financial, and social issues.
Another challenge of precision medicine, in the case of cancer,
is that targeted drug therapy based on the analysis of tumour
mutations might only kill susceptible clones, which would leave
resistant and adaptive cells to cause a drug-resistant recurrence.
Let us summarise the potential positive and negative impacts of the PMI.15

Positives
 New diagnoses: We may finally be able to identify genetic
causes of diseases that were previously unknown.
 Prevention vs. disease management: Knowing genetic risks
ahead of time can help us to focus on preventing disease rather
than reacting after-the-fact, once the disease occurs.
 Early diagnosis: We may be able to detect diseases earlier and at
a more treatable stage.
 Protective genes: Some people have certain genes that protect
them against diseases or prevent them from “expressing” their
bad genes. Studying these differences may help us to learn how
to protect ourselves against those diseases.
 Drug development: Therapies can be developed in a faster and
more efficient way by targeting certain genetic problems, rather
than using the traditional trial-and-error method.
 Personalised treatments: Treatments can be tailored to a
patient’s unique genetic aberration and we can avoid giving
treatments to patients that we know may cause adverse
reactions or that will fail to work.
 Population health: We can study genetic patterns in populations
of patients to find out causes of diseases, develop treatments,
and find ways to prevent disease.
 Healthcare costs: There is a potential to reduce healthcare costs
if focus changes to prevention rather than treatment of disease,
and also if we can streamline drug development.

Negatives
 Data storage: We already know that gene sequencing of an
individual produces massive amounts of data. The sequencing
of a million people is going to produce unimaginable amounts of
data. How will we store all this big data and analyse it to make
any sense of it?
 Privacy/Security: Is there anything more personal and vulnerable
to cyber-attack than your genetic information?
 Data relevance: According to the PMI, the data will be collected
from 1 million volunteers. It could be argued that is not a
random cross-section of people and may not represent the
population adequately in order to make population health
recommendations.

https://wch.med.unsw.edu.au/New-funding-for-Australian-first-childhood-cancer-precision-medicine-centre
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 Culture: How do we prevent people from abusing this information
and not using it to screen potential partners, deny insurance
coverage, denying jobs? How will this affect culture? Will we be
cultivating a different kind of discrimination, on a genetic basis?
Are we on the path to a real-life version of the movie Gattaca?
 Ownership: Who will claim ownership of this data? Will it be the
government? The experience of the genetic sequencing (now
genetic ancestry) company “23andMe” is concerning. The FDA
has blocked the company from allowing individuals from having
access to their own genetic information.
 Drug/device industry: Genetic research and development of
treatments has been very promising and productive in the private
sector. How will government involvement affect research?
 Healthcare Costs: Yes, there is potential to decrease costs,
but there is also potential to greatly increasing costs. It is a big
task to genetically map a population, analyse the information,
store it safely and securely, and develop recommendations and
treatments.

What comes next?
Precision medicine is still a long way off being the default approach
to diagnosis and treatment within regular health-care settings.16 We
still do not know enough about the biological processes that cause
disease; we know plenty about what happens when we get sick,
but often not how and why.
To realise the potential of precision medicine, the driving force
behind it needs to shift from technology to clinical practice and

14

http://www.thelancet.com/journals/lancet/article/PIIS0140-6736(15)60786-3/fulltext?rss%3Dyes

15

https://medium.com/@kirtipatelmd/precision-medicine-blessing-or-curse-8722c3ae94cb
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improving health service delivery. Technology has brought us a long
way, and no doubt we are not far from another paradigm shift that
will allow us to sequence genomes more quickly and cheaply. But it
will only ever get us so far.
Only the incorporation of genomics into health care, with robust
electronic record systems, will allow for correlation of genomic
data with health status. Our focus needs to be on answering real
questions about real people’s health.
There should be a steady growth in precision medicine over the
next few years, including new creative collaboration, particularly
between academic medical centres and diagnostic developers.
Rapid and extreme innovations will spread around the globe,
leading finally to the maturation of the field of precision medicine.

Conclusion
This is an exciting time in medical science. The precision medicine is
the coolest part of medicine. We are just beginning to see authentic
science-based individualised medical treatment. The precision
medicine will revolutionise the way doctor care for patients.
Hippocrates warned us more than 2,400 years ago that while “the
arc is long, life is short, opportunity is fleeting, experiment is fallible,
and judgment is difficult.”
Much work remains to be done and what we think of as “modern
medicine” now will look like primitive guesswork as we start to
understand the factors that make a treatment perfect for one
person yet completely ineffective for another.

16 http://theconversation.com/precision-medicine-offers-the-hope-of-cures-made-just-for-you-36771
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5 MINUTES WITH ……. GORDON CRAMER
Gordon Cramer
Senior Life Underwriter / Non Disclosure Specialist at AMP



1. What was your first job?
My first job on migrating to Australia in 1973 was with the T&G Life
Society as a Group Life & Superannuation Fund Administrator.

2. How long have you been involved in the life
insurance industry and in what roles?
I have enjoyed 42 great years in the Australian life industry - initially
as a Group Life & Superannuation Fund Administrator, followed
by Group Life/Salary Continuance/Disability Income Sales; Legal
Documents; Group Life Insurance Pricing & Product Development;
Life Underwriting Policy, Life Underwriting (Operations) and now,
the investigation and reporting on Non-Disclosures.

3. What are the core duties and responsibilities of
your current role at AMP?
Currently, while reporting to AMP’s Chief Underwriter, I am a
dedicated Underwriting Policy resource to (Claims) Case Managers
in the Non-Disclosure aspects of our business. In spite of having
achieved great success, the dynamics of this job continue to
challenge me immensely.

4. In your eyes, what have been the highlights and
lowlights in the Australasian life industry during your
career?
The highlights of the Australian life insurance industry in recent
years must certainly be the demutualisation exercise of the 80s and
the advent of the Insurance Contracts Act of 1984. Of course the
Life Insurance Framework, which is now under discussion, will be
a tremendous catalyst to help improve consumer confidence and
ensure sustainability of the industry. There has been a steady decline
in consumer confidence in recent years so as an industry there’s
an opportunity for us to improve how we articulate the value of life
insurance, especially given the levels of under-insurance in Australia.

5. What do you see as the main challenges for life
insurers and reinsurers in the future?
While life insurers and reinsurers must look to taking a sustainable
approach to their business, we also need to focus on taking
measures that increase consumer confidence and make life
insurance more affordable for more Australians through reduced
premiums.

6.There is a growing realisation that Income
Protection may not be sustainable in its current
form in the Australian life market (see the Munich
Re article in this ReB edition). What are your
thoughts on this?
Sustainability is a product of design, pricing and most critically
the adequate management of its risk selection and claims. With
the right people & strategy – there should be no reason for income
protection to be unsustainable.

7. The recently introduced Life Insurance
Framework on the back of the Trowbridge Report
recommendations will change how life insurance is
sold in Australia. What impact do you envisage this
to have on our industry in the short and long term?
It is a sad reality that the life industry, which was essentially self
regulated until the 70s, has invited the regulation of its behaviour
over the years since.
These new recommendations are directed at increasing standards
in life insurance by changing adviser behaviour. Critically, with a
professionally qualified and trained life insurance workforce, the
objectives of these recommendations will be realised.
The primary objective of the recommendations is to increase
consumer confidence and sustain the life Insurance industry,
financially.
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5 MINUTES WITH ……. GORDON CRAMER
Career summary
• 42 years of life insurance experience at AXA/AMP across both
Group and Retail
• 17 years of senior underwriting experience
• Bachelor of Business Studies Life Insurance (B Bus Life –
Deakin University)
• Fellow – Australian and New Zealand Institute of Insurance and
Finance (FANZIIF), CIP
• Fellow – Australasian Life Underwriters & Claims Association
(ALUCA)
• Affiliate – Australian Institute of Management (AAIM)
• Member – Association of Home Office Underwriters (AHOU)
• Member – Academy of Insurance Medicine Asia (AIMA)

Career aspiration
• Chief Underwriter role

Life outside life
Married with two children, Gordon’s interests are extensive
…. physical fitness, good health, good food, good company,
reading, music, travel, wildlife, camping, fishing, cricket, football,
gardening, pets, handyman projects, small involvement in local
community and fundraising activities and a keen observer of
corporate, individual and organisational behaviour.

8. What are your thoughts on the much publicised
Underinsurance Gap in Australia and how should we
tackle this issue (if at all)?
To my mind – there are two distinct factors which have combined
to deter an increasingly time poor generation which is looking for
‘instant gratification’.
Firstly, there is the over-complication of product design & features
and secondly,) the un-affordability of life insurance.
We do know that in recent years, in spite of best efforts, products
have become more complex. The solution of course is the
simplification of these.

9. Gordon, you are a HUGE ALUCA supporter so
here are some ALUCA questions….
How many ALUCA Conferences have you attended and can
you recall your first conference?
At a guess, I would suggest six. Cairns: Mk 1, being the first.

What was the best ALUCA conference you ever attended and why?
It is impossible to differentiate between conferences as they became
significantly better with the increasing numbers of delegates.
I have attended conferences in both Australia and overseas to further my
professional knowledge and each one holds its peculiar merit and charm.

What was the best presentation that you can remember?
How can anyone possibly forget? This was a vintage Graham
Morrison with his rendition of ‘Future Risk Managers’ at the 2006
ALUCA Conference. Some of us had the privilege of being struck by
this paper under the guise of ‘Stand Up Risk Managers’ at a senior
underwriter’s forum in Melbourne, about that time.

This was (and still is!) certainly something all Life Insurance
Professionals must savour.

You obviously see great value in attending these conferences.
For those who haven’t attended or are considering to do so in
the future, can you explain why they are so important?
There is much wisdom and knowledge to be had from seminars
and conferences. Papers presented at ALUCA conferences by
professionals of our Industry are by and large a valuable learning
& development resource, in terms of insurance medicine, risk
management and the legal framework, to name a few.
Besides, they present an outstanding opportunity to ‘meet & greet’
key industry figures in the life insurance arena.

What benefits has ALUCA membership brought to your life
insurance career?
Being a member of the ALUCA family has given me the highest
industry recognition professionally, in Australia. Of this, I am
justifiably proud. Besides the financial incentives to do so, it has
motivated me to be an active member by participating in ALUCA
sponsored seminars and conferences.

And why should people associated with life claims and
underwriting join?
I see it as an absolute necessity for all persons associated with life
claims and underwriting to join ALUCA because – besides being
the peak body for us in Australia, it offers a variety of education &
training avenues for advancing their careers.

How is ALUCA performing in your view? Where is ALUCA
doing well and where can improvements be made?
ALUCA has, particularly over the past 10 years, performed very well,
considering the dynamics of the Australian life market.
The introduction of the hierarchy of qualifications and the redefining of its place and future direction of ALUCA in the Australian
life market, is integral to this. However, the challenges which
lie immediately ahead such as the recommendations made by
Trowbridge and the Life Insurance Framework will require significant
engagement & input by ALUCA, on behalf of its members.

10. In 5 years’ time, where do you see the Australian
Life Insurance industry?
Given the current rate of evolution in the Australian life market,
it is inevitable that the industry will have reacted to the present
level of underinsurance and the significant lapse rates by looking
to focus on the affordability of life insurance. Simultaneously, the
recommendations of Life Insurance Framework and Trowbridge will
have played out considerably, by then.
In five years’ time, the life insurance Industry in Australia will be
a leaner, but significantly more competent player in the financial
services sector.
To this end, ALUCA will be faced with the challenge to be a key
supplier of competent professionals to support our market for many
years ahead.
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